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Bell  helfring  you  to  manage  your  business  better  #1 


ARE  YOU  CLOSING  YOUR  EYES 
TO  THE  PROFIT  POTENTIAL 
IN  800  SERVICE? 


Today,  over  29,000  companies 
have  discovered  the  profit  potential 
in  the  800  Service  number. 

They  are  small  and  large  com- 
panies. They  represent  all  types  of 
businesses  — antiques,  chemicals, 
florists,  lab  supplies,  and  lots  more. 

That  means  there's  a  variety  of 
ways  to  use  800  Service.  If  you're 
not  using  it,  maybe  there's  a  poten- 
tial you  haven't  yet  spotted. 

Here  are  some  of  the  things 
we've  learned  that  may  help  you. 

Instant  Action  With  Direct  Sales 

Your  customer's  interest  is  at  its 
highest  when  he  or  she  first  sees 
your  ad.  The  800  Service  number 
lets  customers  respond  instantly.  It 
prompts  people  to  buy,  improves 
the  number  of  responses  you  get. 

Do  you  publish  a  catalog?  Peo- 
ple find  it  easier  to  call  your  800  Ser- 
vice number  than  to  fill  out  a  catalog 
order  form.  And  your  order  people 
can  suggest  additional  items  to  buy. 

Smaller  companies,  which  spe- 
cialize in  one  type  of  product,  such 
as  competition  swimwear  or  cus- 
tomized auto  bodies,  have  found  the 
800  Service  especially  profitable. 

Sell  To  Other  Businesses 

When  your  customers  want  to 
order,  and  your  salesperson  isn't  due 
for  a  visit,  all  they  have  to  do  is  call 
your  800  Service  number.  They  can 
discuss  their  needs  with  your  sales- 
people, make  substitutions  on  the 
spot,  learn  about  new  products,  be 
reminded  of  discounts  and  deals. 

Complaints  are  cleared  up, 
orders  are  processed  and  delivered 
faster.  With  better  service,  you  have 
an  edge  over  the  competition. 

One  company,  by  adding  800 
Service,  was  able  to  close  down  its 
nationwide  sales  offices.  Now  cus- 
tomers, instead  of  calling  one  of  the 
local  offices,  call  central  headquar- 
ters. It's  faster  and  more  efficient- 
yet  warm  and  personal. 

Give  Customers  Information 

With  800  Service,  consumers 


can  find  out  where  your  retail  outlets 
are,  what  stores  carry  your  product. 
Do  they  want  product  information  — 
sizes  or  colors?  Do  they  want  to 
locate  the  nearest  repair  service? 
800  is  the  answer. 

One  camera  manufacturer  gives 
advice  on  picture  taking  with  it.  A 
model  airplane  manufacturer  has 
substantially  reduced  returns  with 
instant  help  on  getting  models  to  fly. 
In  this  way,  too,  they  catch  defects 
when  new  products  are  launched. 

Measure  Advertising  Response 

With  800  Service,  you'll  know 
immediately  how  effective  the  ad  is. 
You'll  discover  which  media  are  pull- 
ing best.  And  ask  any  other  question 
that  might  be  helpful  in  evaluating 
your  advertising. 

When  you  learn  instantly  which 
are  your  best  ads,  you  can  pull  the 
poor  performers  at  once  and  so 
increase  advertising  productivity. 

Improve  Company  Image 

Consumer  attitudes  can  help  or 
hurt  your  business.  In  this  age  of 
consumerism,  800  Service  demon- 

(§)  Bell  System 


strates  your  willingness  to  talk,  gives 
you  an  honest,  candid  image. 

800  Service  lets  you  answer 
consumer  questions  quickly  and 
courteously.  It  turns  potentially  dis- 
satisfied customers  into  friends. 

Company  stockholders  can  also 
talk  to  you  in  this  way.  And  it's 
easy  for  potential  stockholders  and 
financial  analysts  to  establish  con- 
tact and  request  additional  infor- 
mation, annual  reports,  or  special 
brochures. 

Here's  More  Help 

In  addition  to  800  Service,  Bell 
has  all  these  programs  to  help  you 
manage  your  business  better. 

#2  WATS  Lines  for  Small  and 
Medium  Business.  Learn  the  most 
economical  ways  to  buy  WATS— by 
time,  by  area— and  how  WATS  can 
build  profits,  improve  customer  ser- 
vice, and  reduce  selling  costs. 

#3  Remote  Call  Forwarding  (RCF). 
Customers  dial  a  local  number, 
reach  you  in  a  distant  city.  You  have 
local  "presence"  without  the 
expense  of  a  local  office.  Lets  you 
open  new  markets,  test  out  those 
new  markets  and  give  better  service. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventor}' 
prompts  them  to  buy. 

#5  Improving  Credit  Management. 

It's  the  key  to  cash  flow— programs 
that  expand  your  market,  develop 
customers, build  profits.  Helps  you 
check  the  customer's  ability  to  pay, 
calculate  marginal  risk,  and  collect 
overdue  accounts. 

#6  Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
how  to  capitalize  on  a  prospect's 
interest  immediately  with  quick  and 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond- 
ing through  the  mail. 
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CALL  800-821-2121, 

Ext.  949 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  949. 


A  BELL  BUSINESS  EXPERT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  the  800 
Service  number  can  be  a  practical, 
profitable  plus  for  your  business.  To 
help  you,  we'll  need  information.  So 
we'll  ask  questions,  like  the  ones 
listed  below.  No  surprises,  nothing 
you  won't  have  the  answer  to.  You'll 
find  the  discussion  thoroughly 
enlightening  and  enjoyable. 


Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 
business  have? 


'T  i    ill  iffjjBfiiif 


Q.  What  type  of  advertising/promo- 
tion do  you  use? 
Q.  Do  you  accept  collect  calls? 


Til  take  a  good 
look  at  it. 


Q.  Do  you  use  services  other  than 
your  local  lines,  such  as  RCF? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  coverage? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  Svstem  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Remote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 


Name. 
Title_ 


Company^ 

Address  

City  


Area  Code. 


.State. 


.Business  Phone. 


_Zip_ 


800-821-2121,  Ext.  949 

To  call  toll  free,  dial  800-821-2121,  Ext.  949.  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  949. 


Bell  System 


J 


7orbes 


May  12,  1980 
Volume  125,  Number  10 


Features 

Cuba:  What's  Wrong!  Just  about  everything.  In  Fidel  Cas- 
tro's workers'  paradise,  the  economy  is  stagnating  at  best, 
deteriorating  at  worst  49 

Government:  Big  Brother  Strikes  Again.  Ever  hear  of  the 
Committee  for  Civil  Applications  of  Classified  Overhead 
Photography  ?  Not  many  people  have.  Even  fewer  know  what 
it  does.  It  is  a  means  by  which  government  bureaus  like  the 
Environmental  Protection  Agency  enlist  the  aid  of  military 
intelligence  satellites  to  spy  on  American  businesses.  ...50 

Capital  Investment:  Are  Dividends  The  Next  Casualty} 
In  the  Sixties,  dividends  were  for  old  ladies;  growth  was 
the  thing.  Then  came  the  sober  Seventies,  when  people 
began  buying  stocks  for  yield  again.  Is  the  pendulum 
swinging  back  once  more?   ,  52 

Companies:  Island  Creek  Makes  The  Best  Of  It.  The  big 
question  about  coal's  golden  age  is  what  you  do  while 
you're  waiting  for  it  56 

Motorcycles:  Full  Throttle.  While  automobile  sales  col- 
lapse, motorcycle  sales  are  at  record  heights  and  still 
accelerating  61 

The  Streetwalker:  Disagreement  On  Oils.  Those  who 
presumably  best  know  the  value  of  oil  in  the  ground  are  the 
bigoil  companies,  and  they're  currently  willing  topay  higher 
prices  than  the  stock  market  puts  on  quality  reserves.  ...64 

Banks:  "If  They  Can  Do  It.  ..."  Despite  new  restrictions, 
foreign  banks  still  flourish  in  the  U.S  69 

Accounting:  Thank  Heaven  For  Little  Clients.  They  grow 
bigger  every  day— which  is  why  even  Big  Eight  accounting 
firms  are  going  after  them  70 

Mortgage  Insurance:  The  Survivors.  To  hear  BUI  Hemphill 
and  Max  Karl  talk  about  it,  you'd  think  the  current  un- 
pleasantness in  new  housing  was  merely  an  episode.  But 
then,  they've  weathered  some  rough  times  before  85 


Companies:  Is  Dismemberment  The  Answer!  For  anemic 
SCM  Corp.,  it  may  be.  Al  Rockwell  wants  to  give  it  a  try — 
even  if  it  takes  a  proxy  fight  86 

Faces  Behind  The  Figures 

Maxwell  Joseph,  Grand  Metropolitan,  Ltd  9C 

Carl  Ferenbach,  Merrill  Lynch  White  Weld   9C 

James  M.  Henderson,  Henderson  Advertising   92 

Allan  Brock,  Farmers  Home  Administration   92 

Frank  Van  Court,  Interedec  U.S. A  94 

Russell  E.  Hogg,  Interbank  Card  Association   94 


Energy:  "Like  The  Beginning  Of  The  Auto  Age."  That's 
one  government  official's  characterization  of  the  energy- 
saving  industry.  Still  in  its  infancy  and  fragmented  into 
businesses  large  and  small,  it  serves  a  market  estimated  at 
$40  billion  97 

Economic  Forecasting:  The  Globesim  View.  "Globesim"is 
the  econometric  model  used  by  Claremont  Economics 
Institute  to  produce  scenarios  of  what  may  happen  politi- 
cally and  economically  around  the  world.  The  scenarios 
are  often  not  very  cheery  Ill 

The  Money  Men:  Back  To  Bonds!  Why  would  anyone  in 
his  right  mind  want  to  do  that?  Look  at  the  numbers,  says 
Kidder,  Peabody's  Duncan  Gray  119 

Statistical  Spotlight:  The  Stuff  Of  Dreams.  Underlying 
natural-resource  assets  of  186  corporations  145 

Companies:  A  Matter  Of  Labels.  A  lot  of  CEOs  don't  like 
you  calling  their  companies  conglomerates.  American 
Standard's  Bill  Marquard  rather  wishes  you  would  159 

Germany:  Keeping  The  Lid  On.  Is  there  a  connection 
between  West  Germany's  moderate  rate  of  inflation  and 
its  tight  controls  on  consumer  credit?   162 


FORBES,  MAY  12,  19 


sraei:  Chances  for  last- 
ng  peace  between  Israel 
ind  the  Arabs  are  far  bet- 
er  than  the  rhetoric  on 
lither  side  suggests.  A 
eport  by  Editor  James 
Vlichaels.  74 


Companies:  Johns-Man- 
ville's  troubles  are  well 
known;  its  brighter 
prospects  not  so  well 
known.  122 


As  I  See  It:  Are  direc  Parkinson's  Law:  It  may 

tors    being    frightened  actually  be  an  aspect, 

off    boards:    Not    the  says    its    author,  C. 

able  ones,  says  Myles  Northcote  Parkinson,  of 

Mace.  12°  a  more  general  law.  135 


The  Up-And-Comers: 

You  can  catch  the  light- 
ning if  you're  in  the 
right  place  at  the  right 
time.  But  does  it  strike 
more  than  once'  202 


Energy:  Light  A  Candle!  Making  energy  out  of  manure, 
ivvater  hyacinths  and  old  dashboards  167 

Companies:  Money  Out  Of  The  Air.  It  takes  thought  and 
care.  But  Ed  Donley  is  a  thoughtful  man,  and  Air  Products 
R  Chemicals  Inc.  is  a  careful  company  175 

As  I  See  It:  Should  The  SEC  Police  Corporate  Morals! 
Roberta  Karmel,  who  for  nearly  three  years  was  an  SEC 
commissioner  and  its  chief  gadfly,  says  No  180 

Lobbyists:  Not  Us,  Please.  However  seemingly  wasteful, 
all  government  spending  benefits  someone  182 

The  Numbers  Game:  Living  With  LIFO.  The  Great  Illu- 
sion and  the  Great  Temptation  194 

Companies:  How  Could  It  Go  Wrong!  Wealthy  Robert  L. 
Moody,  a  mover  and  shaker  in  Texas  and  scion  of  one  of 
its  wealthiest  families,  set  out  to  build  a  great  insurance 
company  quickly — a  little  too  quickly  209 

Forbes  500s 

Introduction  To  The  Forbes  500s   213 

The  Sales  500 

The  largest  U.S.  companies  by  sales   214 

rhe  Profits  500 

The  largest  U.S.  companies  by  profits  223 

rhe  Assets  500 

The  largest  U.S.  companies  by  assets  236 

The  Market  Value  500 

The  largest  U.S.  companies  by  market  value   250 

Company  Roster 

<\n  alphabetical  directory  of  the  801  companies  on  one  or 
more  of  the  Forbes  500  lists  above,  including  key  operat- 
ing statistics  and  the  name  of  the  chief  executive   262 


Money  And  Investments 

The  Economy:  There  Goes  The  Balanced  Budget.  A  couple 
of  key  numbers  support  the  view  that  the  recession  now 
under  way  may  be  worse  than  that  of  1973-75  303 


Columnists 


Ben  Weberman   304 

Heinz  H.Biel   308 

Stanley  W.  Angrist  310 

John  Train   312 


Ann  C.  Brown   314 

Srully  Blotnick   316 

Thomas  P.  Murphy   318 


Departments 


Side  Lines   12 

Trends  16 

Follow-Through  24 

Readers  Say  30 


Fact  and  Comment  41 

Other  Comments  44 

Thoughts  324 


p.  49,  HiresGamma 
Wm  KareL'Sygma;  p. 
Camera  Press;  pp.  90 

94  top,  Marc  St.  Gil; 
lames  Caccavo/Em- 

Massar/Black  Star;  p 


Photos:  p.  24,  UPI;  pp  27,  56,  64,  162,  175,  180,  Bill  Kelly, 
Liaison;  pp.  61,  159,  Peter  Tatiner'Gamma  Liaison,  p.  82  bottom, 
85,  Warren  Uzzle/Black  Star;  p.  88,  Charles  West;  p.  90  left,  Furst 
right,  202,  208,  lohn  Chang  McCurdy;  p  92  top,  LevitanAtlanta,  p 
pp.  94  bottom,  118,  Patrick  Pagnano;  p  97,  |udith  Getter;  p.  1 1 1 
pire;  p  1 14  bottom,  Sygma;  pp  122,  1 27,  Carl  Iwasaki;  p.  129,  Ivan 
182,  Leroy  Woodson  |r.;  p  209,  Austin  American  Statesman. 
Drawings:  pp  74  through  82,  ©  Yaacov  Kirschenjerusalem  Post;  pp.  135  through  140, 
Chas.  B  Slackman;  p  194,  Geoffrey  Moss 
Charts:. pp.  52,  53,  62,  1 14,  303,  310,  Andrew  Christie 

Cover  Photo:  Andrew  Unangst 


Forbes  (ISSN  0015  69141  is  published  biweekly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N  Y  10011.  Second-class  postage  paid  at  New  York.  N  Y  and  at  additional  mailing 
offices.  Subscription  $27  a  year,  U.S.A.  Postmaster:  Send  address  changes  fed  Forbes,  60 
Fifth  Ave  ,  New  York,  N  Y  1001 1.  Copyright  ©  1980  Forbes  Inc 


IBES,  MAY  12,  1980 


5 


How  to 

profit  from 
company 

that's  not  on 
the  stock 

exchange* 


The  Austin  Company  is  privately 
owned,  so  it's  not  listed  on  any  stock 
exchange.  But  Austin  can  help  your 
company  benefit  in  three  important 
ways. 

Profit  from 
Austin's  design-build  efficiency. 

As  one  of  America's  largest  design-build 
firms,  we've  completed  more  than 
25,000  projects— worldwide.  In  over  a 
century  of  experience,  we've  designed 
and  built  aircraft,  automobile  and 
chemical  plants.  Research,  food  and 
fermentation  facilities.  Foundries, 
hospitals,  banks,  newspapers,  distribu- 
tion centers  and  more. 

We  deliver  efficient  facilities,  on 
accelerated  schedules,  with  undivided 
responsibility. 

Profit  from  Austin's 
management  consulting  expertise. 

Austin's  Management  Consulting 


7  'Oh  o  :  * 
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THE  AUSTIN 
COMPANY 

DESIGNERS  •  ENGINEERS  •  BUILDERS 


Division  has  proved  its  ability  to  solve 
many  of  management's  toughest 
problems,  for  Forbes  500  companies 
and  for  outstanding  smaller  firms.  We're 
experienced  in  productivity  improve- 
ment, market  research,  information 
systems  and  many  other  areas. 

Profit  from 
Austin  technology— 
in  optics,  electronics  and 
computer  science. 

Austin's  Advanced  Technology  Systems 
Division  is  ready  to  address  your  tech- 
nology needs  from  problem  definition 
through  hardware  fabrication  and 
testing.  We  offer  state-of-the-art  exper- 
tise in  optics,  electronics,  mechanics 
and  computer  science. 

For  more  information  on  how  you 
can  profit  from  Austin's  experience, 
contact  The  Austin  Company, 
Cleveland,  Ohio  44121. 


WHY  HALF  OF  FORTUNE'S  500 CAME 
TO  AMERICAS  2  MOST  RURAL  STATE. 

North  Carolina  has  a  labor  force  thats  pro-work 
and  a  government  that  s  pro-business.  So  it  stands 
to  reason  that  a  Fortune 500  corporation, or  any  smart 
corporation, could  make  a  fortune  here. 

Wage  rates  are  some  of  the  most  competitive  in 
the  nation.  And,  because  our  workers  still  respect  the 
old-fashioned  work  ethic,the  work  stoppage  rate  is  one 
of  the  lowest  on  record. 

State  government  stimulates  a  healthy  business 
climate.With  an  AAA  credit  rating,  no  other  state  has 
a  higher  rating.  And  North  Carolina  is  one  of  the  few 
to  maintain  a  balanced  budget  by  law. 

We  led  the  Southeast  in  establishing  the  most  new 
manufacturing  jobs  over  the  past  decade.  Most  of  this 
growth  occurred  outside  of  major  metropolitan  areas 
where  most  of  our  people  live. 

And  every  time  somebody 
conducts  a  nationwide  study  or 
industrial  assets,our  name  pops 
up  ahead  of  others. 

To  find  out  more  about  the 
second  most  rural  state,  just  call 
919733'4151.Qr  send  the  coupon. 

But  if  you'd  rather  move  to  the  number  one  rural 
state  in  the  country, youll  have  to  write  to  Pennsylvania. 


Idorit  care  if  you  are  more  urban 
than  Pennsylvania.  Send  more  facts. 

NAME  TITLE 

COMPANY 

.ADDRESS 

COT  STATE  ZIP 

NORTH  CAROLINA 

NorthCarolina  Department  of  Commerce 
Industrial  Development  Division. Suite  N°1704 


The  Gas 
Option 


Gas  Energy: 
Industry's  *1  fuel 
today  and  tomorrow. 


Natural  gas  provides  almost  40%  of  the  energy  that  fuels 
American  industries— more  energy  than  is  supplied  by  elec- 
tricity or  coal  or  oil.  And  gas  can  be  expected  to  remain 
industry's  leading  energy  for  a  long  time  to  come. 

There  are  compelling  reasons  why  industry  prefers 
gas.  It's  the  cleanest,  most  efficient  fuel— and  usually  the 
most  economical.  Moreover,  gas  resources  are  plentiful: 
much  more  gas  than  has  been  used  so  far  is  still  under- 
ground. This  gas  can  be  supplemented  with  liquefied  natu- 
ral gas  (LNG)  and  gas  made  from  coal.  And  new  technolo- 
gies can  mean  enough  gas  for  industry  far  into  the  future* 

There's  yet  another  reason  why  industry 
can  continue  to  rely  on  gas  as  its  main 
energy  source.  Accounting  for  over 
60%  of  the  nation's  total  gas  con- 
sumption, American  industry 
provides  the  year-round 


demand  essential  for  the  economical  delivery  of  gas  for  all 
users.  It's  the  main  reason  for  the  gas  industry  to  give  the 
best  possible  service  to  industrial  customers. 

By  1990,  the  economic  demand  for  industrial  gas, 
exclusive  of  power  plants,  is  projected  to  be  nearly  40% 
greater  than  the  amount  of  gas  consumed  by  industry  in 
1978.  And  that  economic  demand  can  be  satisfied  with 
development  of  new  supplemental  gas  supplies.  It's 
because  of  this  confidence  in  the  future  that  gas  com- 
panies today  are  taking  on  new  industrial  loads. 

When  you  consider  the  advantages  of  gas  energy- 
supply,  capital-efficiency,  cleanliness,  cost  to 
the  user,  impact  on  the  economy,  and  its 
x^iM^i    a,       potential  for  reducing  dependence 
K|w    .  on  foreign  oil—gas  clearly  emerges 
^^v^^^^L^      as  the  best  energy  option  for 
^'wM&t^  -^illf  \      industry,  and  all  of  America. 


Gas:  The  future  belongs  to  the  efficient. 

"For  more  information,  write  to  American  Gas  Association  Dept  18-DO  1515  Wilson  Blvd  .  Arlington,  Va  22209 


"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
wtfrtf/^obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements!' 

HENDON  CHUBB 
(1874-1960) 


i" :\J.'i\x  ^ 


<Jur  insurance  policy. 


k: 

CHUBB 

Group  of  Insurance  Compani.es 

ioo  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  youThe  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


BETWEEN 
THE  HUSTLE  AND  THE  BUSTLE, 
SQUEEZE  IN  SOME  REFRESHMENT. 


§ 


® 

23^     Coke  adds  life. 


"Coca-Cola"  and  "Coke"  are  registered  trade-marks  which  Identify  the  same  product  of  The  Coca-Cola  Company 


When  all  is  said  and  done, 
service  makes  the  difference 


At  Joy,  we're  continually  working  to  design  and  manufacture 
machinery  and  equipment  that  is  unsurpassed  for  quality  and 
reliability.  But  even  the  finest  equipment  requires  regular 
service  if  it's  to  work  at  peak  efficiency.  That's  why  we're 
deepening  our  service  commitment  to  our  customers, 
with  an  expanded  network  of  service  centers.  And  with 
experienced  service  people  who  aren't  afraid  to  get  their 
hands  dirty. 


Joy  Manufacturing  Company 

Oliver  Building 
Pittsburgh,  Pennsylvania  1522 
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Side  Lines 


Promise  in  the  promised  land 


Forbes  has  long  had  a  special  in- 
terest in  the  Middle  East,  where  in 
so  many  ways  the  future  or  the 
world  is  being  decided.  Editor-in-Chief 
Malcolm  S. Forbes,  Editor  James  W.  Mi- 
chaels and  Senior  Editor  Malcolm  S. 
Forbes  Jr.  jointly  visited  Israel  the  last 
week  in  March.  We  spent  seven  phys- 
ically exhausting  but  mentally  stimulat- 
ing 12-hour  days  touring  the  little  coun- 
try and  talking  with  much  of  its  top 
leadership — political,  military  and  busi- 
ness. We  met  any  number  of  ordinary 
Israelis  as  well  and  visited  kibbutzim, 
factories  and  military  bases.  Sometimes 
together,  sometimes  separately,  we  vis- 
ited a  Gush  Emunim  settlement  recently 


day  their  crops  are  thriving,  as  is  the  sn 
factory  that  turns  out  drip  irrigation 
vices  for  sale  throughout  the  world. 

On  a  much  bigger  scale  there  was  Ij 
el  Aircraft  Industries,  born  also  from 
cessity.  When  France  cut  off  Israel's  si 
ply  of  Mirage  fighters  in  1967,  Isi 
started  its  own  aircraft  industry.  To\ 
Israel  Aircraft  Industries  is  developing 
third  generation  of  fighters,  makes  j 
sells  an  excellent  corporate  aircraft, 
Westwind,  and  does  maintenance  w 
for  international  airlines.  All  this  fr 
virtual  scratch  in  a  dozen  years.  Or  i 
Tex  Corp.,  which  combines  Hewl« 
Packard  computers  with  Israeli-design 
terminals  and  software  to  computer 


Israeli  Defense  Minister  Weizman  in  Jerusalem 
Malcolm  S.  Forbes  Jr.,  Editor-in-Chief  Malcolm 


with  (left  to  right)  Senior  Editor 
Forbes  and  Editor  Jim  Michaels 


bulldozed  into  Arab  country  on  the  West 
Bank  and  talked  with  Israeli  intellectuals 
who  felt  that  the  settlement  policy  was 
suicidal.  We  were  treated  to  cigars  and 
charm  by  Jerusalem's  fabulous  mayor, 
Teddy  Kollek,  and  to  a  fascinating  ac- 
count of  an  experiment  in  generating 
electricity  from  temperature  differences 
in  the  Dead  Sea,  delivered  by  a  dedicated 
and  witty  Israeli  engineer.  We  gained 
insight  into  the  attitudes  of  the  Ameri- 
can Jewish  community  through  one  of 
its  leaders,  Maxwell  Greenberg,  the  Los 
Angeles  attorney  who  heads  the  Anti- 
Defamation  League  of  B'nai  B'rith. 

We  came  away,  our  heads  jammed  with 
facts  and  figures,  our  spirits  lifted  by  the 
perseverance  and  ingenuity  that  we  saw. 
There  was  the  Ein  Gedi  kibbutz  in  the 
Negev,  where  drip  irrigation  was  invent- 
ed by  colonists  who  were  faced  with  a 
choice:  find  a  way  to  grow  crops  with 
little  water  or  abandon  their  kibbutz.  To- 


the  making  of  four-color  separatio 
used  in  printing.  Sci-Tex'  market?  T 
entire  world. 

As  their  turbulent  political  life  si 
gests,  the  Israelis  rarely  shun  controvi 
sy.  Our  hosts  went  out  of  their  way 
see  that  we  talked  with  an  Arab  lead' 
Elias  Freij,  the  mayor  of  Bethlehem.  / 
though  regarded  as  a  moderate  Ars 
Mayor  Freij  spoke  frankly  of  his  hatr 
for  the  Israeli  occupation  and  his  conv: 
tion-  that,  given  self-rule,  his  peop 
would  give  the  Israelis  a  run  for  th< 
money  in  economic  development.  T 
mayor  has  ambitious  goals.  That's 
benefit  Israel  has  brought  to  the  Midd 
East — the  setting  of  high  standards 
attainment  and  patriotism  in  an  ar< 
where  those  two  commodities  have  c 
ten  been  in  short  supply.  Starting  on  pa; 
74,  Editor  Jim  Michaels  reports  his  co 
elusions  about  the  prospects  of  lastii 
peace  in  the  Middle  East.  ■ 
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Our  leases  are  as  individual  as  you  are 


A  locally  owned  NationaLease  affiliate  is 
responsive  to  local  transportation  needs  and 
conditions.  This  can  mean  lower  rates 
for  you. 

And,  since  you're  dealing  with  top  man- 
agement—the owner/operator  of  his  own 
NationaLease  office— you  can  establish  a 
long-term  relationship  with  your  local  expert. 
He  won't  get  transferred  just  as  you  get 
to  know  him. 

Your  NationaLease  expert  will  suggest 
the  most  economic  equipment  for  the  job. 
He'll  write  you  a  lease  tailored  to  your 
specific,  individual  needs. 

And  of  course— advice  is  free. 

Watch  for  the  red,  white  and  blue 
NationaLease  emblem.  It's  the  symbol  of 
135  U.S.  and  Canadian  companies  in  the 
National  Truck  Leasing  System... and 
216  Service  Centers  you  can  depend 
on  and  trust  when  you  need  help. 


The  national  system  with  the  local 
authority. 

NATIONAL  TRUCK 
LEASING  SYSTEM 

One  North  Wacker  Drive 
Chicago,  III.  60606 
For  nearest  affiliate 
call  collect:  312-782-2991 


WHY  LEASE? 

For  your  free  information 
on  the  advantages  of  truck 
leasing  over  ownership, 
clip  and  mail  this  coupon 
to  National  Truck  Leasing 
System,  One  North  Wacker 
Drive,  Chicago,  III.  60606 

Name   

Company  

Address   


Zip. 


How  other  cof 
can  catch  ui 


Introduce  your  first  plain  paper  copier  in  195* 
This  will  give  you  21  years'  experience  in  a  fie|^ 
(xerography)  that's  21  years  old. 


Offer  copiers  that  do  more  than  just  copy. 
Such  as  copiers  that  collate,  staple,  and 
even  keep  an  eye  on  themselves  to  help  keep 
operating  troubles  to  a  rninimum. 


3 Develop  a  vast  research  capability  so  you 
can  come  out -with  more  innovations 
than  anyone  else.  Innovations  such  as 
9  the  first  copier  that  automatically  copies 
on  both  sides  of  a  piece  of  paper,  the  first  one  that 
reduces,  etc. 


Offer  the  largest  selection  of  copiers 
and  duplicators.  The  total  so  far  is  21 
(and  growing).  Because  the  larger  your 
(  selection,  the  better  you'll  be  able  to 
give  people  exactly  what  they  need. 


Besides  offering  more  copiers,  ol 
more  different  ways  to  pay  for  tl 
We  have  the  most  flexible  financ 
I  arrangements  in  the  business— ai 
more  different  ways  to  buy  or  lease  our 
copiers  than  we  even  have  copiers. 


XEROX®  is  a  trademark  of  XEROX  CORPORATION. 


er  companies 
with  Xerox. 


6 Build  the  largest  training  facility  in  the 
business— a  multi-million  dollar  facility 
in,  say,  Leesburg,  Virginia.  Then  train 
9  and  re-train  your  people  continuously. 
Because  one  of  the  best  ways  to  keep  your  customers 
happy  is  to  take  better  care  of  them. 


Put  together  the  largest  service  force  in 
the  business— over  13,000  people. 
Because  the  best  way  to  get  new  customers 
is  to  keep  your  current  ones  happy. 


^«      Maintain  a  larger  parts  inventory  and  a 
larger  parts  distribution  system  than 
anyone  else.  Because  another  good  way 
to  keep  your  customers  happy  is  to  take 
tter  care  of  their  copiers. 


Of  course,  the  above  is  just  a  partial  listing.  You  could  do  everything  on  our  list 
and  still  not  catch  up  with  Xerox. 


But  it's  a  start. 


XEROX 


Wevegol 
coal 
to  burn 

(and  nuclear  fuel,  too!) 


Tom  Gage 

Area  Development  Manager 

Omaha-Southeastern  Nebraska 
is  loaded  with  dependable  electric 
power  from  fuel  sources  not  subject 
to  embargo  or  excessive  price 
increases. 

Plenty  of  coal  and  nuclear  fuel 
produces  an  abundance  of  electric 
power  at  rates  consistently  below  the 
national  average.  An  electric  utility 
ready  to  work  with  you.  A  hospitable 
atmosphere  between  industry  and 
the  community.  Southeastern 
Nebraska's  room  to  grow  leaves  you 
room  for  profit. 

Central  location,  right-to-work 
law,  quality  labor  supply. 

Let  Tom  Gage  at  OPPD  fill  you 
in.  He's  Omaha  Public  Power  Dis- 
trict's Industrial  Development  expert. 

Clip  and  send  him  this  coupon 
or  call  today  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 

Tom  Gage,  Manager  of  Area  « 
Development 

Omaha  Public  Power  District 
1623  Harney  Street 
Omaha.  Nebraska  68102 

Please  send  me  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 


Title 

Company 
Address 
City 
State 


Zip 


Trends 


Japan  comes  to  Ohio 

Jobs-for-lifc  may  be  as  Japanese  as  the 
chrysanthemum,  but  that  tradition  isn't 
likely  to  come  to  the  U.S.  "This  is  a 
typical  example  of  the  things  that  we 
have  not  imported  into  this  country," 
Kiyoshi  Kawashima,  president  of  To- 
kyo's Honda  Motor  Co.,  said  as  he  dedi- 
cated his  new  motorcycle  plant  in  Ohio 
(see  p.  61).  "We  are  totally  aware  that  a 
system  of  laying  off  workers  does  exist  in 
the  U.S.,"  Kawashima  says,  adding  that 
Honda  will  try  to  prevent  "the  need  for 
such  things  to  occur."  The  plant  outside 
Columbus  has  150  workers  turning  out 
70  bikes  a  day,  and  the  plan  is  to  triple 
production  and  double  the  work  force 
this  year.  (A  Honda  auto  plant  is  planned 
for  the  same  site.)  Starting  pay  is  $6.12 
an  hour  and  one  young  woman  says  she 
is  making  $7.44  after  six  months  on  the 
assembly  line.  "I  was  working  at  Rock- 
well," she  says.  "I  started  at  $5.80.  There 
were  two  layoffs  and  a  strike;  I  worked 
four  months  in  a  year."  She  was  still  at 
$5.80  when  she  left  for  Honda.  One  fac- 
tor that  should  help  keep  Honda  payrolls 
steady  in  Ohio  is  their  plants'  relatively 
low  volume,  a  planned  60,000  bikes  and, 
later,  120,000  cars  a  year. 

The  index  that  doesn't 

No  one  is  happy  with  the  government's 
Consumer  Price  Index,  the  country's 
principal  inflation  gauge,  but  no  one 
seems  likely  to  find  something  better 
before  1984  or  1985.  "We're  just  going  to 
have  to  live  with  it,"  says  W.  John 
Layng,  an  assistant  commissioner  at  the 
Bureau  of  Labor  Statistics,  which  com- 
putes the  CPI.  Layng  concedes  charges 
that  the  index  exaggerates  the  cost  of 
living  by  overemphasizing  the  price  of 
buying  and  financing  a  house.  It  also  fails 
to  measure  changes  in  buying  habits,  like 
cutting  back  on  gasoline  as  prices  rise. 
The  problem,  Layng  says,  is  that  there  is 
no  agreement  on  what  to  do,  so  the  pres- 
ent formula  will  probably  stand  until  the 
government  can  amass  a  new  set  of 
spending  statistics.  He  personally  want- 
ed to  drop  new-home  purchases  from  the 
CPI  altogether  and  base  housing  costs 
strictly  on  rents.  That  plan,  however, 
was  vetoed  and  no  consensus  on  an  alter- 
native has  emerged,  he  says. 

Anti-inflation  insurance 

Charles  Schultze,  the  President's  chief 
economic  adviser,  is  gingerly  edging  up 
to  another  problem:  the  fact  that  mil- 
lions who  don't  work  are  beating  infla- 
tion, while  millions  who  do  work  are 
falling  behind.  "We  are  going  to  take  that 
under  very  serious  study  and  review," 


Schultze  promises.  The  present 
helps  to  insulate 35  million  Social  Se 
ty  recipients  and  millions  of  others 
federal  workers  and  military  ret] 
whose  pensions  rise  with  the  co 
living  (Social  Security  benefits  will  gi 
14%  this  summer).  At  the  same 
the  buying  power  of  a  production  wq 
with  a  wife  and  two  children  has  sli| 
7.3%  in  the  last  year.  Schultze  says 
Carter  Administration  decided  to  1 
the  whole  subject  alone  in  its  nc 
moves  against  inflation  because  it  c 
see  little  congressional  support, 
grants,  nonetheless,  that  automatic  c 
of-living  adjustments,  whether  in  ui 
contracts  or  in  pensions,  tend  to  pel 
uate  inflation.  "We  would  be  somev 
better  off,"  he  admits  cautiously,  "i 
dexing  were  less  prevalent  than  it  is 


The  price  of  cleaner  air 

When  Ford  closed  its  big-car  assen 
plant  in  Los  Angeles  in  February  and 
1,700  auto  workers  out  on  the  stree 
left  one  big  question  hanging.  Big 
were  not  selling,  it's  true,  but  Ford  wi 
going  allout  next  year  producing 
small  cars  and  California  is  the  heai 
the  small-car  market.  So  why  couli 
the  Los  Angeles  plant  be  converted? 
reason,  Ford  points  out,  is  that  this  w 
one-shift  plant  and  could  not  be  char 
to  a  multiple-shift  operation.  Again, 
not?  Because  an  extra  shift  would  put 
plant  over  the  limit  imposed  for  er 
sions  from  industrial  plants  in  Los  Aj 
les.  So  market  or  no  market,  jobs  oi 
jobs,  the  plant  won't  reopen. 


Wipeout  in  Wheelsville 

The  automobile  dealer,  as  native  as  aj 
pie,  baseball  and  Chevrolet,  may  s 
turn  into  the  vanishing  American.  G 
eral  Motors,  for  instance,  is  conside 
selling  its  cars  via  catalog.  Chrysler 
already  been  forced  into  what  amoi 
to  the  same  thing,  manufacturing 
only  for  which  it  has  firm,  written  ore 
and  not  for  inventory,  as  in  previ 
years.  Hit  by  slow  sales  (Detroit's 
Three  suffered  a  14%  sales  drop  in 
year's  first  quarter,  a  26%  slump 
March  alone  and  a  24%  slide  in 
April),  and  by  ever-tightening  credi 
now  costs  21%  for  funds  to  carry  n 
car  inventories),  dealers  have  been  fc 
ing  at  an  alarming  rate.  Last  year  m 
than  600  closed  their  doors;  so  far! 
1980  another  400  have  shut  down 
dealers  are  predicting  that  one  in  five 
the  23,000  still  in  business  will  go 
year.  ("God  help  us,  but  losing  20%  is 
impossible,"   says   Philip  Benton 
Ford's  new  North  American  gen 
manager.)  And  these  franchises  are  h 
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Choosing  the  right  kind  of 
life  insurance  isn't 


getting  any  easier. 


Read  this  booklet  before 

you  talk  to  any  agent . . .  even  ours. 


Until  a  few  years  ago,  most  people  needing  life 
insurance  simply  made  a  choice  between  two 
basic  kinds  of  policies— term  insurance  or  a 
whole  life  (cash  value)  policy.  Each  had  its  own 
distinct  advantages  and  you  selected  the  kind 
of  coverage  that  best  met  your  particular  needs. 

But  today,  there  are  so  many  variations  of 
these  policies,  and  so  much  overlapping  of 
features,  that  it's  becoming  increasingly 
difficult  to  know  the  kind  of  policy  that  will 
best  fit  your  personal,  family  or  business  situation. 

That's  why  The  Bankers  Life  of  Des  Moines  is  offering  an 
informative  new  booklet  that  explains  the  differences  between 
the  basic  types  of  policies  and  tells  you  what  each  can. .  .and  can't 
do... to  provide  the  kind  of  protection  you  need.  Reading  it  will  help 
you  buy  life  insurance  wisely  by  making  you  better  able  to  discuss 
your  needs  with  your  agent . . .  even  if  he  isn't  one  of  ours. 

Mail  the  coupon  for  your  free  copy  today.  If  you  wish  a  sales 
representative  to  call,  indicate  in  the  coupon  below.  We  figure  the  more 
you  know,  the  more  likely  you  are  to  call  us. 


THE 
BANKERS 
LIFE 


BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


The  Bankers  Life,  Consumer  Services 
Des  Moines,  Iowa  50307 

Please  mail  me  your  booklet  "How  to  Choose 
a  Life  Insurance  Plan!' 
□  I'd  like  someone  to  call. 


FB-50 


City. 


State_ 


_Zip. 


Great  ideas  last  forever 


Great  inventions  have  the  power  to  forever  change  the 
past . 

Victor  Hasselblad  changed  the  face  of  photography 
forever  with  the  invention  of  the  Hasselblad  fully 
interchangeable  camera  system. 

Never  before  and  never  since  has  there  been  a  camera 
system  to  equal  the  Hasselblad-the  standard  of  versatility 
and  quality  around  the  world.  That's  why  Hasselblad  is 
the  overwhelming  choice  of  professionals  in  every  area 
of  photography,  from  fashion  to  photo-journalism. 

At  the  heart  of  the  Hasselblad  System  is  the  500C/M. 
with  its  interchangeable  lenses,  film  magazines, 
viewfinders  and  film  winder.  The  possibilities  for  adapt- 
ing this  basic  camera  to  your  own  purposes  are  limitless: 
22  different  lenses,  7  film  magazines,  8  viewfinders. 


3  winding  devices,  4  focusing  screens,  and  a  vast  array 
of  specialized  accessories. 

The  Hasselblad  500C/M  is  easily  held  in  the  palm  of 
your  hand,  yet  it  gives  you  the  quality  advantage  of  its 
large  274  x  2V4  negative  size. 

The  Hasselblad  System  has  made  a  profound  contribu- 
tion to  photography.  It  could  make  a  profound  difference 
to  you.  For  a  luxurious  folder,  write  to: 


H  A  S  S  £  L  B  L  A  D 


Victor  Hasselblad  Inc. 

10  Madison  Road.  Fairfield.  N.J.  07006.  USA 


Edited  By  John  A.  Conway 


me-store  operations.  A  U.S.  car  deal- 
erages  $5  million  in  net  worth  and 
total  sales  volume  probably  runs 
e  $4.5  million.  But  today's  arithme- 
;  against  him.  A  typical  dealer  sells 
or  so  cars  a  year  at  gross  profits  of 
to  $750  each.  At  today's  interest 
[  it  costs  $150  or  more  to  keep  a  car  a 
th,  which  means  that  any  model 
sits  on  the  showroom  floor  very  long 
return  no  profit  at  all.  And  this 
lg,  dealers  are  buried  under  1 .6  mil- 
inew  cars,  including  many  left  over 
i  1979. 

rhe  Fed's  missionaries 

Federal  Reserve  is  taking  no  chances 
its  new  curbs  on  consumer  credit, 
restraints,  proclaimed  under  the 
lit  Control  Act,  require  companies 
ting  certain  criteria  to  file  reports  on 
jit  with  the  Fed  and  in  some  cases  to 
noninterest-bearing  deposits  with 
system.  The  New  York  Fed  is  taking 
lead  in  missionary  work  to  ensure 
t  everyone  supposed  to  report  is  in- 
[1  doing  so.  In  its  latest  move,  the 
[v  York  bank  teamed  with  those  in 
[on  and  Philadelphia  to  run  an  unpre- 
|nted  newspaper  ad  warning  that  "if 
■  company  extends  credit  to  consum- 
ed had  more  than  $2  million  in  such 
it  outstanding  on  Mar.  14,  you 
pld  be  in  contact  with  your  local  Fed- 
[  Reserve  Bank."  To  drive  home  the 
at,  the  copy  concluded:  "Failure  to 
Iply  could  result  in  civil  or  criminal 
'alties."  The  campaign — which  in- 
.es  meetings  with  retail  and  door-to- 
'  operations,  nonretail  creditors  like 
companies  and  the  use  of  mailing 
— is  intended  to  reach  businessmen 
companies  that  may  not  think  of 
nselves  as  credit  organizations — 
k  clubs,  dance  studios,  publishers  and 
;rs.  The  $2  million  figure  for  receiv- 
s  was  selected  on  the  presumption 
it  would  cover  companies  with  sales 
5  to  $10  million,  thus  screening  out 
isands  of  mom-and-pop  operations. 

Caveat  vendor 

paradox  in  the  high-priced  coop 
:tment  market- — owners  hot  to  sell, 
ers  chilled  by  staggering  mortgage 
s — has  created  a  new  hunting  ground 
the  eternally  vigilant  con  man.  One 
v  Yorker  with  a  luxury  apartment  for 
was  overjoyed  recently  when  a  dis- 
;uished-looking,  well-dressed  pros- 
t  showed  up  on  his  doorstep.  An  in- 
:tion  tour  produced  a  tentative  offer 
then  a  demurrer:  The  prospect  want- 
:o  check  another  flat  before  making 

firm  decision.  Only  later  did  the 
spective  sellers  discover  that  a  few 
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PRIVILEGE 


-  Lnr    ^BBIW  You  find  it  in  the  club-like 

JHf[l^r  j  i  tea  atm°sphere  at  The  Sheral 
'  '  L'^-wPP <'  "  '* i"  T°wers  atop  New  York's 
'^s^^^^^L^M^LgJ.    Sheraton  Centre.  Private 
W.    *r     llllHH  cneck"in  at  Tne  Towers  CI 
x   Hh         on  tne  46tn  f|oor>  reached 
\   «rfr     f'    M  '        1  express  elevator.  Elegant 
and  suites  for  the  executive  lifestyle,  with  e: 


ub 
by 

rooms 


terry  robes,  electric  blankets  and  24-hour 
room  service.  Complimentary  continen- 
tal breakfast,  served  by  a  butler,  at 
the  exclusive  Towers  Club.  Ask  your  / 
travel  agent,  or  call  for  reservations  I 
(800)  325-3535  or  (212)  581-1000. 


AT  THE  SHERATON  CENTRE,  7TH  AVE.  AT  52ND  ST.,  NEW  YORK 


Ricber.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
lie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne. Truly, 
the  world's  most  civilized  spirit. 


VS.O.E 


HENNESSY  COGNAC.  80  PROOF.  IMPORTED  BY  SCHIEFFELIN  8,  CO..  N  Y 


•        ISN'T  IT  TIME  FOR  A  BEAUTIFUL  CAR 
THATS  MORE  THAN  JUST  BEAUTIFUL? 


INTRODUCING: 

ROVER 

MORE  THAN  JUST  A  BEAUTIFUL  CAR. 


PRACTICAL  AS  A  STATION  WAGON  RESPONSIVE  AS  A  SPORTS  CAR. 


ounded  by  many  thoughtful  and 
irable  touches. 

iside  and  out,  the  Rover  is  engi- 
>red  to  blend  beauty  with  func- 
ality.  The  aerodynamic  shape  of  the 

graceful  as  it  is  to  see,  has  been 
led  in  wind  tunnels.  Its  balanced 
ile,  coupled  with  a  front  "spoiler," 
imizes  lift  at  high  speeds  and  gives 
car  outstanding  road-holding  ability 
n  in  strong  crosswinds. 
iside,  the  Rover  engineering  logic 
ks  to  make  every  trip  a  pleasure 
both  driver  and  passengers.  The 
ifortable  seats  are  upholstered  in 

velour.  The  carpeting  is  cut-pile 
ic  molded  in  one  piece  for  better 


fit.  The  elegant,  practical 
dashboard  displays  all  the 
expected  instruments,  plus 
useful  lights  that  warn  you 
if  fuel,  coolant,  brake  fluid, 
or  oil  pressure  are  low;  if 
there  is  a  failure  in  any  of 
three  exterior  lamp  sys- 
tems; if  headlights  or  direc- 
tional signals  are  on;  and  to 
fasten  your  seat  belt.  There  are  con- 
venience features  like  cruise  control, 
power  windows  and  door-locks,  a 
signal-seeking  4-speaker  stereo  AM/ 


FM  radio  and  cassette  deck  and  air 
conditioning.  And  it  is  all  standard 
equipment  on  every  Rover. 

The  logical 
Rover  also  brings 
you  innovative 
safety  features. 
Among  the  many 
ideas,  there  are 
Triplex  Ten-Twenty  safety  glass,  an 
energy-absorbing  steering  column 
and  struts  in  all  doors  to  help  restrain 
longitudinal  crush  forces. 
The  sum  of  all  this  engineering 
expertise  and  design  skill  is 
an  eminently  logical,  excit- 
ing and  pleasurable  road 
machine  for  the  1 980s. 

Discover  how  beautiful  a 
beautiful  car  can  be.  For 
the  name  of  the  Rover 
dealer  nearest  you,  call 
these  numbers  toll-free: 
(800)  447-4700  or,  in  Illi- 
nois, (800)  322-4400. 
M  Jaguar  Rover  Triumph  Inc. 

Leonia,  New  Jersey  07605. 


ASSETS 

(in  thousands! 
1979  1973 

Current  assets: 
Cash  (including  restricted  cash  of  $23,570,000  in  1979) 
Receivables 
Inventories 
Prepaid  expenses 

$  95,632 
333.071 
348,180 
16.971 

34  161 
200. 2t0 
69,221 
8.864 

Total  current  assets 

1  SO.OJI 

O  1  £.  /tJD 

Investments: 
Bahamian  refinery  operations 
Charter  Security  and  other  affiliates 
Other 

408.635 
55,060 
44.342 

13.812 
88.227 

508.037 

102,039 

Property,  plant  and  equipment: 
Cost 

Less  accumulated  depreciation,  depletion  and  amortization 

395.188 
92,889 

275.143 
67,885 

302,299 

207.258 

Intangibles  resulting  from  acquisitions,  net 
Other  assets 

73,023 
51,481 

45.782 
22.268 

$1,728,694 

689,803 

LIABILITIES,  REDEEMABLE  AND  NONREDEEMABLE  PREFERRED 
STOCK,  COMMON  STOCK  AND  OTHER  STOCKHOLDERS'  EQUITY 

Current  liabilities: 
Notes  payable 

Current  installments  of  long-term  debt 
Accounts  payable  and  accrued  expenses 
Income  taxes 

$  858 
23,363 
448.886 
28.208 

10.022 
197.311 
6.754 

Total  current  liabilities 

501,315 

214.087 

Long-term  debt,  excluding  current  installments 
Subordinated  debentures,  net  of  discount 
Deferred  income  taxes 
Deferred  credits  and  minority  interest 

416,087 
84,412 
41,728 
36,828 

182.086 
44.007 
34,466 
29,020 

Redeemable  preferred  stock 

Nonredeemable  preferred  stock,  common  stock  and 

other  stockholders'  equity: 

Nonredeemable  preferred  stock 

Common  stock,  par  value 

Additional  paid-in  capital  on  common  stock 

Retained  earnings 

Net  unrealized  loss  on  investment  securities,  net 
of  income  tax  benefit  (includes  $4.111 ,000  for 
an  unconsolidated  subsidiary  in  1979) 

1,439 

123,933 
20,166 
57,268 

449,629 

(4,111) 

20,268 

8,750 
1 7,463 
36,250 
106.616 

(3.210) 

646,885 

165.869 

Commitments  and  contingencies 

$1,728,694 

689  803 

December  31, 

1979  and  1978 

On  balance,  you'll  agree 
that  our  future  looks  bright. 

The  1979  balance  sheet  is  the  strongest  in  Charter's  history,  reflecting  a  121% 
increase  in  return  on  average  stockholder's  equity,  a  50%  debt-to-equity  improve- 
ment to  .7:1 ,  a  110%  increase  in  revenues,  a  248%  improvement  in  stockholders' 
equity,  and  a  1469%  increase  in  earnings.  For  the  story  behind  the  company's 
strong  financial  foundations  for  the  80's  write  for  our  annual  report.  Park  L.  Beeler, 
The  Charter  Company,  Post  Office  Box  2017,  Jacksonville,  Florida  32231 . 


The  Company  to  watch  in  energy,  insurance  and  communications. 


IT  TAKES 
PRODUCTIVE  WORKERS  TO 
MAKE  AGREAT  LOCATION 
AGREAT  LOCATION 


Trends 

psand  dollars'  worth  of  jewelry  had 
ppeared  with  the  would-be  buyer.  As 
urned  out,  they  were  lucky.  They 
ned  later  that  the  same  apartment- 
ting  operator  had  liberated  $20,000 
bwels  from  another  spot  on  his  list, 
lit  money,  it  seems,  only  opens  the 
r  for  light  fingers. 


The  man  with  the  hoe 

as  they  did  in  1975,  Americans  are 
lg  back  to  the  soil  and  planting  vege- 
e  gardens.  Last  time  it  was  recession 
:  drove  them;  this  time  it's  inflation, 
least  37  million  households  will  be 
iting  vegetables  this  year,  the  Agri- 
:ure  Department  says,  with  tomatoes, 
shes  and  onions  still  popular  and  po- 
kes, cabbages  and  other  greens  gaining 
and.  "There's  an  obvious  shift  from 
amentals  to  edibles,"  according  to  an 
cial  at  Burpee,  the  big  seed  supplier, 
ople  want  things  they  can  eat  rather 
jn  just  look  at."  Ray  Brush  of  the 
terican  Association  of  Nurserymen 
is  both  vegetable  and  fruit-tree  sales 
["way  up"  this  year.  Brush  figures  a 
tkyard  farmer  can  save  $25  to  $100  on 
a  bills  and  estimates  for  experienced 
peners  with  big  plots  run  as  high  as 
|0.  An  Agriculture  Department  horti- 
turist,  Ricardo  Gomez,  thinks  that  "if 
i  don't  count  your  labor,  you'll  prob- 
er get  $5  to  $10  back  for  every  dollar 
pt  on  a  garden."  Not  that  gardening  is 
Dtal  escape  from  inflation.  Last  year 
average  packet  of  seeds  cost  55  cents 
60  cents,-  this  year's  average  is  65 
.ts  to  75  cents. 


The  dying  iron  horse 

ltrak,  the  iron  lung  Washington  cre- 
d  to  keep  rail  passenger  traffic  alive,  is 
atal  failure,  concludes  UCLA  econo- 
>t  George  W.  Hilton  in  a  new  study  for 
American  Enterprise  Institute.  It 
ts  Amtrak  22.3  cents  per  passenger- 
ie  to  operate,  he  says,  while  it  collects 
average  fare  of  only  8.3  cents.  (Buses' 
rage  costs  are  4.9  cents,  airlines'  7.9 
its  per  mile.)  Even  the  New  York  to 
shmgton  Metroliner,  one  of  the  sys- 
l's  crack  trains,  loses  more  than  $7  on 
ry  passenger  it  carries.  Except  for 
;ty,  Hilton  sees  little  to  justify  the 
iple-carrying  iron  horse.  Automobiles, 
says,  are  just  as  fuel-efficient,  buses  3 
les  so;  only  airlines  require  more  fuel 
mile.  So  Hilton  is  suggesting  that 
isidies  for  Amtrak  be  scrapped  so 
ney-losing  routes  can  die  a  natural 
th.  Those  subsidies  have  climbed 
ji  $22  million  in  1971  to  $543  million 
t  year,  he  notes,  for  total  losses  of  $2.5 
ion. 
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Worker  productivity 
far  above  the  norm  is  only 
one  reason  Arkansas  is  The 
Great  Location. 


"A  day's  work  for 
a  day's  pay"  still  means 
something  in  Arkansas.  The 
state's  workers  are  not  only 


trainable  and  economical, 
they're  highly  motivated. 

And  the  energy 
exhibited  by  Arkansas' 
workers  is  only  one  of  many 
types  produced  in  Arkansas. 
Nuclear  electricity,  petro- 
leum, natural  gas  and  all 
forms  of  coal  are  found 
within  the  state's  borders. 

For  further  infor- 
mation, please  write  or  call 
Arkansas  Department  of 
Economic  Development— F, 
One  State  Capitol  Mall, 
Little  Rock,  Arkansas  72201. 
(501)  371-7675. 

ARKANSAS 


Robertshaw's 
discovery  gives 
appliance  makers 
new  design 
freedom  with 
assembly  line 
economies. 


Robertshaw  research  has  developed  a  new  way  to  send  touch  signals 
through  a  solid  glass  panel  to  a  printed  circuit  (PC)  board  that  operates 
appliances  by  micro-electronics.  Instead  of  having  to  match  a  custom- 
ized PC  board  to  the  glass  panel  size, manufacturers  can  now  use  a 
standard  PC  board  for  all  designs.  A  simple  flexible  connecting  strip  is 
cemented  to  the  glass  panel.  The  result:  savings  in  assembly  plus  free- 
dom in  styling  and  design. 

Robertshaw  innovations  have  advanced  the  state  of  the  art  in  appli- 
ance controls  since  1899.  Leadership  in  supplying  appliance  makers  is 
one  of  many  consumer,  industrial  and  commerical  fields  that  benefit 
from  Robertshaw's  10,000  products.  For  details,  write  to  Robertshaw 
Controls  Company,  Dept.  ACMF,  P.O. 
Box  26544,  Richmond, VA  23261. 
Or  call  804/281-0700. 

Exports:  Call  Robertshaw  Interna- 
tional Operations,  804/285-4161 

  ■     The  Energy  Control  Company 
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Follow-Through 


Bridge  game 


put  muscle 
fit  your 
Heal  Trarssier 
applications 

Specify  Young  Heat  Transfer 
Products.  That's  your  assurance 
the  radiator,  oil  cooler  and  other 
cooling  system  components  are 
going  to  stand  up  to  the  vibrations, 
the  jolts,  the  shocks— to  those  tough 
applications  that  test  the  character 
of  each  vital  part.  Call  us  at 
(414)  639-1010. 

Young, 

RADIATOR  COMPANY 


V 


2825  Four  Mile  Road 
Racine,  Wisconsin  53404 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free], 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y  1001 1 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name         (please  print  I 


New  Address 


Cirv 


Zip 


Date  of  Address  Change 


Matty  Moroun  is  a  little- known  De- 
troiter  who  runs  a  family-owned  truck- 
ing company  and  has  long  hankered  to 
own  the  toll  bridge  that  links  the  Motor 
City  with  Windsor,  Ont.  The  only  major 
privately  owned  international  toll  bridge 
left  in  the  U.S.,  it  remained  stockholder- 
held  because  the  Canadian  government 
stymied  attempts  by  private  investors  to 
buy  it.  "Moroun,  however,"  Forbes  re- 
ported a  year  ago  (A/>r  16,  1979),  "seems 
ro  have  found  a  way  around  that." 

As  it  turns  out,  Ottawa  did  block  Mor- 
oun on  one  front,  but  he  outflanked  it. 
The  scenario  went  like  this:  First,  a 
genuinely  Canadian,  but  Moroun- 
backed,  company  called  Fallbridge  Hold- 
ings Ltd.,  owned  by  a  Toronto  family, 
tried  to  buy  out  the  Canadian  owners  of 
half  the  span.  But  when  Ottawa  read  the 
fine  print  it  discovered  Moroun's  loan 
could  be  converted  into  97%  ownership. 
The  government  promptly  got  an  injunc- 
tion in  a  Canadian  court  barring  Fall- 
bridge  from  buying  Canada's  half. 

The  trouble  was  their  failure  to  look 
across  the  Detroit  River,  where  Moroun 
was  buying  up  the  Detroit  International 
Bridge  Co.,  a  U.S.  firm  that  owned  both 
the  Detroit  side  of  the  span  and,  through 
a  Canadian  subsidiary,  the  other  end  as 
well.  So  while  Ottawa  was  blocking  Fall- 
bridge,  Matty  Moroun  was  acquiring  the 
crossing,  lock,  stock  and  toll  booths 
(which  take  in  about  $8  million  a  year). 
Ottawa  is  still  negotiating  with  Moroun, 
presumably  to  work  out  a  way  to  save 
face  and  keep  some  form  of  Canadian 
presence  in  the  operation. 


The  Canadian  cabinet  can  be  for^ 
for  overlooking  something.  Maste: 
vestor  Warren  Buffett  had  sought 
Ambassador  Bridge,  too,  and  Mo 
beat  him  to  it,  a  rare  happening  for 
Buffett.  The  Detroiter  keeps  a  very 
profile,  so  low  that  about  all  an1 
knows  for  certain  is  that  his  nan 
pronounced  "maroon,"  like  the  c 
and  that  his  family's  trucking  comp 
Central  Cartage,  does  about  $200  mii 
to  $250  million  a  year. 


Oil's  murky  future 

More  than  two  years  before  OPEC: 
producers  upended  the  world's  en 
economy  by  quadrupling  their  price 
crude,  Wanda  Jablonski,  founder 
publisher  of  the  authoritative  Petrol 
Intelligence  Weekly,  had  told  Forbes  Q 
l,  1971)  with  frightening  accuracy  v 
dependence  on  fuel  imports  could 
"The  lure  of  cheap  Middle  East  cru 
she  said,  "is  causing  the  U.S.  to  beet 
dependent  on  it — to  the  neglect  of  dor 
tic  alternatives  for  energy:  coal,  tar  sa 
gas  and  nuclear  energy."  Higher  price 
oil,  she  predicted,  might  mean  salva 
by  making  it  more  rewarding  to  inves 
energy  alternatives,  "and  if  this  mea 
tough  period  for  oil  companies,  the  ( 
sumers,  too  damn  bad." 

The  U.S.  is  struggling  now  with 
"too  damn  bad"  situation  and  even 
redoubtable  Jablonski  shies  away  fi 
any  such  sweeping  forecasts  for 
1980s.  "There  are  no  roadmaps," 
says.  The  only  certainties  she  can  see 
that  "oil  will  be  increasingly  scarce,  < 
ject  to  supply  crises  and  vulnerable 


Detroit  's  Ambassador  Bridge 

What  Matty  Moroun  wants,  he  gets. 
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Your  next  right-hand  man 
can  talk,  sell,  demonstrate,  instruct, 
And  even  make  you  a  star. 


Your  next  right-hand  man  should  be  a  Panasonic 
VHS  video  system  because  it  can  help  you  do  the 
impossible:  Like  being  in  more  than  one  place  at 
once.  Or  doing  more  than  one  job  at  the  same  time. 
Or  both. 

And,  as  many  different  companies  already  have 
discovered,  the  number  of  ways  you  can  use  your 
Panasonic  video  system  is  limited  only  by  your  imag- 
ination: For  example,  while  you're  busy  working  in 
your  office,  you  can  also  be  talking  to  stockholders 
or  people  at  distant  branches.  Or  both.  You  can  refine 
sales  presentations  for  use  whenever  you  need  them. 
Or  demonstrate  complicated  techniques  to  audiences 
miles  away.  You  can  instruct  new  employees  or  retrain 
present  ones.  You  can  even  inspect  real  estate  across 
town  or  across  the  country — without  getting  out  of 
your  chair. 

You  can  start  with  a  basic  system,  a  Panasonic 
video  tape  recorder,  camera  and  monitor,  for  example. 
Or  you  can  have  a  more  sophisticated  system,  choos- 
ing from  the  broadest  line  of  equipment  in  the  video 
industry,  including  a  2-hour  video  recorder  with  2-track 
audio,  a  2-hour  video  recorder  that's  portable,  studio 
cameras,  portable  cameras,  switchers,  color  monitors, 
microphones  and  much  more.  And  they're  all  ideal  for 
business  and  industrial  use. 

Finally,  with  a  Panasonic  video  system,  you  can 


see  what  you've  got  as  soon  as  you  shoot  it.  Without 
waiting.  Without  expensive  film  processing.  And  if  you 
don't  like  what  you  see,  you  can  erase  the  tape  and 
shoot  it  over  again.  So  you  can  save  time  and  money. 

There  are  still  other  reasons  to  make  a  Panasonic 
video  system  your  next  right-hand  man:  It'll  do  every- 
thing your  way.  It  never  forgets  anything.  And  it  can 
even  make  you  a  star.  TV  pictures  simulated. 

Panasonic 

just  slightly  ahead  of  our  time. 


Panasonic  Company,  Video  Systems  Division,  Dept.  FBS-  580 
One  Panasonic  Way,  Secaucus.  N.J.  07094 

Send  me  more  information  on  how  the  Panasonic  right-hand  man 
has  helped  other  businesses,  and  how  it  can  help  me. 

Print  name  

Title  

Company  

Address  ,  

City/State/Zip  

Phone  (  )  


I  In  Canada,  contact  Panasonic  Video  Systems.  Mississauga.  Ontario  I 
I  I 


You  gain* 

Puerto  Rico  offers  you  the  best  "bottom-line" 
tax  structure  in  the  United  States! 

fact:  Lowest  taxes  under  the  U.S.  flag, 
fact:  Your  first  $100,000  net  profit  -  tax  free. 

fact:  You  could  earn  $1,000,000  in  profit. ..and  pay  only  $26,000  in  taxes. 

fact:  $1,935,000,000  in  American  business  profits  in  1978  — 
up  46%  in  two  years. 

We  gain. 


Puerto  Rico  is  attracting 
more  American  businesses  than  ever* 

fact:  Since  1977,  an  additional  386  American  businesses  opened  subsidiaries. 

fact:  Since  1977,  over  23,000  new  jobs  have  been  created  on  the  island. 

fact:  Since  1977,  $600,000,000  (the  most  ever)  has  been  invested  in 
roads,  ports,  communications. 

fact:  Since  1977,  Puerto  Rico's  net  income  has  grown  to  $7,748,600,000  — 
ahead  of  13  mainland  states. 


Puerto  RicoJJtSA. 

The  ideal  second  home  for  American  Business. 


A  partnership  that  works 

For  more  information:  Write  us  on  your  company  letterhead,  Puerto  Rico  Economic  Development  Administration, 
Dept.  FB-12, 1290  Avenue  of  the  Americas,  New  York,  New  York  10019. 
Or  call  us,  toll  free  (800)  223-0699  ext.  228 

©  1979  Puerto  Rico  Economic  Development  Administration 


Its  crystal-clear, 
Its  a  bit  more  expensive,  but  for  an  impeccable  dry  Martini, 
the  world  comes  to  Gordon k® 


Follow  the  leaders 


Chevy  Chevette. 

The  leading  small  car. 

America's  top-selling  sub- 
compact,  And  a  big  reason 
why  Chevrolet  leads  every- 
body in  small-car  popular- 
ity. Including  imports. 


Chevy  Citation. 
The  leading 
front-wheel-drive  car. 

The  most  popular  new 
car  ever  introduced  by 
Chevrolet.  And  when  you 
look  at  all  it  does  for  you, 
you  can  understand  why. 


Chevy  Malibu. 
The  leading 
mid-size  4-door. 

Chevrolet  Malibu:  two 
names  that  mean  value. 
And  it  shows  in  Malibu 
room,  Malibu  comfort, 
Malibu  price,  and  Malibu 
1979  sales. 


Chevrolet.  The  leading 
full-size  car. 

The  New  Chevrolet  Caprice 
and  Impala.  When  it  comes 
to  full-size  value,  these  are 
the  full-size  cars  fleets 
come  to  — year  in,  year  out. 


Chevy.  The  leading  truck 
on  the  road. 

There  are  more  Chevy  trucks 
on  the  road  than  any  other 
make.  Look  into  Chevy's 
CIO  pickups  which  feature 
Massive  Girder  Beam  sus- 
pension and  double-wall 
construction. 


Chevy  Van.  The  leading 
van  lineup. 

Chevy  is  America's  favorite 
van  based  on  calendar  year 
1979.  And  when  it  comes  to 
maximum  payload  capacity, 
Chevy's  most  popular  van 
surpasses  its  nearest  sales 
competitor's  most  popular 
van  by  over  400  lbs. 


Comparative  statements  based  on  R.L.  Polk  &  Co.  registration  statistics. 

CHEVY  CARS  AND  TRUCKS,  CHEVY  DEALERS,  CHEVY  PEOPLE:  THE  PROVEN  PERFORMERS,  i 


Chevrolet 


Follow^Ihrough 

■Our  shareholders  are  very  happy," 
[brook  says  now.  "Even  in  a  down 
Irket,  the  spinoff  has  resulted  in  good 
lue  for  them.  IU's  price  has  held  at 
pis  above  where  they  were  before  we 
Bsidered  the  spinoff,  and  the  price  of 
Itaas-Larsen  has  been  thrown  in  as  an 
-  ra  bonus  of  $2  to  $3  a  share." 
rhe  numbers  seem  to  bear  him  out. 
Ineone  who  bought  IU  before  the  spin- 
I  was  announced  would  have  paid 
•ut  $11  a  share,  say  $3,300  for  300 
.res;  after  the  breakout,  the  buyer 
uld  have  been  given  100  Gotaas-Lar- 

shar.es.  In  mid- April  1980  that  share- 

der  would  have  IU  stock  worth  about 
400,  plus  G-L  shares  worth  about 
)0.  And  that  was  after  the  market  had 
ic  into  its  spring  tailspin. 
ieabrook,  who  became  chairman  of 

h  companies  when  they  were  split, 
Is  justified.  "As  predicted,"  he  says, 
ich  stock  is  now  developing  its  own 

nogeneous  group  of  shareholders  who 
pond  better  to  its  particular  character- 
's. Gotaas-Larsen  has  begun  to  at- 
ct  strong  interest  from  Europe.  IU  is 
[y,  very  happy  to  be  free  of  all  that 
ating-rate  debt  in  these  times  of  a  20% 
me  rate."  He  also  notes:  "We've  just 
sed  the  best  quarter  in  IU's  history  for 
:h  earnings  and  revenues,  so  we  must 
doing  something  right." 
\nd  what  about  his  two  chairman's 
ts  and  the  fact  that  he  is  paid  by  both 
itaas-Larscn  and  IU — points  that 
rbes  had  reservations  about:  He  does 
ar  the  hats  but  they  are  hardly  the 
ne  size.  He  is  not  the  chief  executive 
Gotaas-Larsen,  only  one  of  its  direc- 
s.  The  compensation  he  draws  is  a 
lector's  fee  of  $  1 6,000,  hardly  a  big  deal 
len  his  pay  as  IU's  chief  executive  was 
landsome  $674,000  in  1979. 


Not  so  hidden  treasure 

e  Sun  Co.'s  blockbuster  $2.3  billion 
ih  offer  for  just  part  of  the  oil  and  gas 
ids  owned  by  Seagram,  the  big  Canadi- 
-American  whiskey  firm,  took  Wall 
eet  by  surprise — but  it  needn't  have.  A 
1  year  before  Sun  talked  to  the  distiller 
;>ut  its  often  overlooked  energy  assets, 
'Rbes  (Apr.  16,  1979)  talked  to  Geoffrey 
irtel,  chief  oil  analyst  at  Houston's  Ro- 
i  Mosle  Inc.,  about  Seagram.  Hertel 
id  then:  "Everyone  thinks  of  Seagram 
a  liquor  company  and  it  sells  for  $30  a 
are  and  a  low  multiple.  But  its  growing 
and  gas  reserves  today  are  conserva- 
'ely  worth  $20  to  $25  a  share  alone." 
;rtel  was  indeed  on  the  conservative 
le.  A  value  of  $25  a  share,  his  outside 
timate,  worked  out  to  about  $875  mil- 
m,  only  a  little  more  than  one-third  of 
lat  Sun  has  offered. 
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In  the  decade  of  the  80's,  Ameri- 
ca's need  for  nonferrous  metals 
is  expected  to  increase  at  a 
steady  pace.  As  the  world's 
largest,  most  diversified  custom 
smelter  and  refiner,  Asarco  is  in 
a  good  position  to  help  meet  the 
nation's  demand  for  copper, 
silver,  lead,  zinc  and  other  met- 
als. 

Many  mining  companies  do 
not  have  the  facilities  to  convert 
their  ore  into  metals.  To  service 
them,  and  to  process  the  ore 
from  its  own  mines,  Asarco 
operates  six  smelters  and  four 


refineries  in  the  United  States. 
Our  Amarillo,  Texas,  copper 
refinery  and  our  lead  smelter 
and  refinery  in  Glover,  Missouri, 
are  the  most  modern  in  the 
nation. 

In  terms  of  refined  metal 
production  in  1979,  Asarco 
ranked  first  in  the  U.S.  in  silver, 
second  in  copper  and  lead,  and 
fourth  in  zinc. 

For  more  information  on 
Asarco,  write  for  the  latest  copy 
of  our  Fact  Book.  ASARCO  In- 
corporated, 120  Broadway,  New 
York,  N.Y  10005. 


ASARCO 

Metals  &  Minerals 
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FLORIDA'S  BEST 
BUSINESS  ENVIRONMENT. 


In  a  tree-filled,  campus-like  setting,  in  the 
heart  of  the  Miami/Ft.  Lauderdale  area, 
more  than  80  companies  have  found  the 
perfect  home.  In  the  Miami  Lakes 
office/industrial  park. 

The  park  is  well-established,  with 
over  3  million  square  feet  occupied, 
it's  1 5  minutes  from  Miami  Interna-  v 


tional  Airport,  right  next  to  one  of  the 
finest  labor  pools  in  the  South.  And 
the  town  of  Miami  Lakes  is  one  of  the 
most  desirable  residential  communities 
in  Florida.  For  more  information  on  office 
and  industrial  sites  in  Miami  Lakes,  just 
call  or  write  Billie  Anne  Murphy,  Vice- 
r       President,  Industrial  Properties. 


MIAMI  l  LAKES 

14340  N.W.  60th  Avenue,  Miami  Lakes,  Florida  33014.  (305)  821-1130. 
Miami  Lakes  Properties,  Inc.  Registered  Real  Estate  Broker. 


Don't  stand  still 
for  the  80's. 

Don't  get  stuck  with  a  franchise  that  can't  change  with  the  times. 

Over  26  solid  years,  Shakey's  has  continuously  evolved,  develop- 
ing new  products  and  operating  techniques  to  maintain  a  strong 
competitive  position. 

In  the  process,  we've  grown  from  one  to  over  450  units. 

And  the  80's  look  even  brighter. 

With  an  expanding  and  versatile  menu.  And  with  a  new  restau- 
rant format  emphasizing  customer  service  and  comfort,  and  featuring 
our  deluxe  "Market  Street  Fruit  and  Vegetable  Stand"  salad  bar. 
All  backed  by  a  pizza  product  that's  been  proving  itself  every  day 
since  1954. 

If  you'd  like  to  be  as  excited  about  the  80's  as  we  are,  let's  start 
moving. 

Shakey's  Incorporated.  Attn:  M.G.  Thompson,  3600  First  International  Building 
1201  Elm  Street,  Dallas,  Texas  75270.  (214)  741-5801. 
I'd  like  to  know  more  about  Shakey's  franchise  program  for  the  80's. 


OCCUPATION 


Shakey's. 

A  subsidiary  of  Hunt  International  ^Resources  Corporation 


Readers  Say 


Proliferating  governmei 

Sir:  Your  article  "New  rain  on  c« 
parade"  (Apr.  14)  is  not  only  the  ne)l 
and  most  timely  analysis  of  coal  versui 
versus  other  fuels,  it  is  also  the  n 
accurate  and  incisive.  The  Carter  Adr 
istration  has  effectively  trashed  the  Pi 
dent's  own  campaign  promises  that 
Government  would  be  curtailed,  w) 
contributing  more  to  its  prolifera* 
than  has  any  previous  administration 
— E  B  Leisenringjr. 
Chairman, 

Westmoreland  Coal  Co 
Philadelphia,  Penna. 


Chile  in  transition 

Sir:  The  article  on  Chile  (Forbes,  .1 
31)  was  in  refreshing  contrast  to 
"bad  press"  other  publications  usu) 
accord  this  nation.  I  spent  five  week 
Chile  last  year  on  assignment  with 
International  Executive  Service  Cc 
and  worked  with  a  private  health-c 
provider — La  Asociacio'n  Chilena  de 
guridad.    The    free-enterprise  syst 
seemed  to  be  thriving.  The  people  ten 
to  speak  of  the  Junta  government 
something  transitional  and  appropri 
for  the  present.  The  average  Chilean 
pressed  us  as  uniquely  outgoing,  rela 
and  cheerful,  and  it  would  be  difficult 
think  of  him  as  repressed  or  fearful.  A 
importantly,  there  was  widespread 
spect  and  affection  for  the  U.S. 
— //.  Martin  Engle,  M.D. 
Solatia  Beach,  Calif 

Sir:  Most  of  Chile's  economic  woes  w 
due  to  the  American  government's  pe 
cy  of  encouraging  internal  strife,  clos 
international  markets  and  halting  Wo 
Bank  loans.  According  to  your  intervi 
all  that  country  needed  to  regain  cont 
of  its  economy  was  a  handful  of  Chica, 
educated  specialists — aided,  of  course, 
a  few  years  of  terror  and  murder  to  h 
bring  the  private  sector  into  line. 
— Richard  H  Weil. 
Pierre.  SDak. 


Florida  standards 

Sir:  As  a  businessman  accustomed 
reading  corporate  financial  reports,  1 1 
have  been  appalled  by  the  confusing  r 
ture  of  public  sector  financial  repo 
("You  can't  fight  city  hall — if  you  ca 
understand  it,"  Mar.  3)  In  Florida, 
have  taken  steps  to  solve  this.  Local  g 
ernments  must  submit  to  an  annual ; 
dit  by  an  independent  CPA  and  mi 
furnish  the  state  with  a  copy  of  the  aud 
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Who  knows  what  tomorrow's 
office  technology  will  be  like? 
Wang  knows. 

Because  we  offer  it  today.  For 
example,  our  new  Integrated  Infor 
mation  Systems  allow  one  person 
to  perform  data  processing,  word 
processing,  high-speed  image 
printing  and  worldwide  communi- 
cations —  from  a  single  work- 
station. 

We  also  know  that  people 
approach  the  future  from 
different  directions.  Which 
is  why  we  offer  both  large 
computers  that  do  word 
processing  and  large  word 
processors  that  manage 
data.  Our  family  of  total 
systems  meets  your  special 
needs.  To  grow  upward  or 
outward,  you  simply  add  com- 
patible, modular  components.  So 

1980  Wang  Laboratories.  Inc  ,  Lowell.  MA  01851 


as  you  build  toward  the  future, 
you  protect  your  initial  investment. 

We  know,  too,  the  importance  of 
support  after  the  sale.  Our  world- 
wide staff  is  committed  not  only  to 
supporting  you  today  —  but  to 
helping  you  anticipate  tomorrow's 
requirements.  Because  to  keep 
(^7  productivityatitspeak.it 
helps  to  be  ahead  of  your 
time. 


I  want  my  future  told.  Send  me 
details  on  Wang  Integrated 
Information  Systems. 


Name 
Title  . 


Organization   

Address  

City   State 

Phone   


Send  to: 

Wang  Laboratories,  Inc. 
Lowell,  MA  01851 
(617)  459-5000 
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The  problem 
with  cheap  labor  is 
it  isnt  cheap. 


At  one  time,  "hire  and  fire"  was  an 
accepted  way  of  life. 

Not  any  more.  Government  leg- 
islation and  the  social  programs 
demanded  by  labor  and  activist 
groups  have  made  low-cost  sea- 
sonal and  temporary  help  a  thing  of 
the  past. 

One  alternative  is  to  simply  pay 
the  price  of  temporary  help  and 
pass  the  cost  along  to  the  con- 
sumer. 

Another  alternative  is  to  install  a 
Bodme  assembly  machine. 

When  you  look  into  it,  you'll  see 
there's  really  no  comparison.  A  Bo- 
dine  machine  can  increase  pro- 


ductivity by  increasing  the  speed 
and  efficiency  of  your  small  parts 
assembly.  In  fact,  a  Bodine  ma- 
chine may  be  able  to  save  you  up  to 
95$  of  every  dollar  you  spend  on 
small  parts  assembly-and  give 
you  100%  inspection  of  all  parts  and 
position,  at  the  same  time. 

The  figures  are  dramatic.  But 
we've  got  the  facts  to  back  them 
up.  See  for  yourself.  Call  or  write 
our  Vice  President,  Frank  Riley  at 
The  Bodine  Corporation,  317 
Mountain  Grove  St.,  Bridgeport, 
CT  06605. 
(203)  334-3107. 


Readers  Say 


BoiinB 


ed  statement  and  auditor's  comments 
addition,  the  chief  executive  officer 
each  local  government  must  respond! 
writing  to  the  auditor's  comments  a 
furnish  the  state  with  a  copy  of  t| 
response.  Also  state  law  requires  fi 
funding  of  pension  obligations. 
—Philip  D.  Lewis 
Preside)  it. 
The  Florida  Senate 
Tallahassee,  Fla. 


New  title 

Sir:  Re  your  article  on  Northwest  Enei 
Co.  and  its  role  in  the  proposed  Ala^ 
natural  gas  pipeline  (Mar.  3D,  if  I  have 
play  the  role  of  the  mouse,  I  hope  yc 
next  article  will  be  entitled  "The  moi 
that  roared." 
—John  G.  McMillian 
Chairman, 

Northwest  Energy  Co. 
Salt  Lake  City.  I  tab 


Falling  insert  cards 

Sir:  Re  your  comments  (Fact  and  Cd 
ment,  Apr.  14)  on  loose  subscription  car 
What  has  always  amazed  me  is  hi 
these  cards  remain  in  the  magazi 
while  it's  being  delivered  through  t 
mails,  and  then  when  the  reader  picks 
the  magazine  it  falls  out! 
—Charles  H.  Hare 
Wljeeiing,  W  Va. 

Sir:  This  is  one  vote  of  thanks  for  yc 
providing  a  free  placemark. 

—A.W.  Blackwood 
South  Plainfield,  N.J 

Thanks.  The  other  99  letters  were,  to  u 
derstate  it,  unenthnsiastic  about  ins 
cards — MSF. 


Store  gas  now! 

Sir:  If  ever  there  was  a  time  to  quid- 
build  up  that  government  petroleu 
stockpile,  this  should  be  it!  (Forb: 
"The  bloodbath  in  gasoline,"  Apr  21 
Will  Washington  flub  things  once  agai 
—R.E.  Bate 
Ho-ho-kus,  N.J. 


Change  tactics 

Sir:  Re  your  editorial  "To  get  ourselv 
in  meaningfully  military  shape"  (Ft 
and  Comment,  Apr.  14)  If  one-half  of 
planes  and  tanks  in  the  1973  Israeli  Vv 
were  destroyed  in  just  two  weeks,  wl 
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But  the  romantic  in  me  sure  wants  to  try. 


■ 


THE  DIAMOND  ETERNITY  RING. 

The  anniversary  gift  that  says  you'd  marry  her  all  over  again. 

The  ring  shown  (enlarged  for  detail)  is  valued  at  about  $2,500..  Prices  are  subject  to  change.  A  diamond  is  forever.  De  Beers. 


THE 

MANUFACTURERS 

HANOVER 
SECURITIES  AND 
INVESTMENT 
COMMITMENT: 


IT'S  WORKING 
ON 

WALL  STREET. . . 


. .  .and  on  LaSalle  Street  and  Montgomery  Street  and 
Threadneedle  Street  as  well.  It's  part  of  our  total 
banking  philosophy  —  proven  credit  alternatives 
combined  with  premier  operations  support. 

The  premier  operations  bank  for  businesses, 
banks  and  governments  around  the  world,  Manu- 
facturers Hanover  is  known  for  its  accuracy  and 
consistency. 

TRAMSIFAC^,  for  example,  our  fully  on-line 
stock  transfer  and  registration  system,  is  a  truly 
"real  time"  operation.  Shareholder  information  is  fed 
immediately  into  our  computers  for  unparalleled 
accuracy.  We  now  mail  out  some  $3.4  billion  a 
year  in  dividends  and  interest  to  shareholders  in 
every  state  and  overseas. 

In  other  operations  areas,  every  business  day 
we  clear  more  city,  state  and  G.S.  Government 
securities  than  any  bank  in  the  world.  And  we've 
made  a  commitment  in  hardware,  software  and 
"peopleware"  to  make  our  Master  Trust  service 
second  to  none. 

Credit.  Operations.  And  the  integration  of 
both  to  create  a  total  financial  relationship  of  the 
highest  standards  —  anywhere  in  the  world. 

MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 


Member  FDIC 


People 
Caring  for  People 

Since  Hospital  Corporation  of  America's  founding  in 
1 968,  our  foremost  objective  has  been  to  improve  the  quality 
of  health  care  in  communities  which  we  serve.  Our  company 
now  owns  and  manages  more  than  1 50  hospitals  with  over 
22,000  beds  in  the  United  States  and  internationally. 

HCA  is  proving  that  hospitals  can  be  operated  more  ef- 
ficiently through  private  enterprise.  By  utilizing  the  many  re- 
sources available  within  our  multi-hospital  system,  we 
achieve  major  cost  savings  for  each  of  our  hospitals  and  the 
communities  they  serve. 

Hospital  Corporation  of  America  has  maintained  a  steady 
and  predictable  rate  of  growth  well  in  excess  of  20  percent 
per  year  since  its  beginning.  For  more  information,  call  or 
write  Hospital  Corporation  of  America,  One  Park  Plaza, 
Nashville,  TN  37203  (61 5)  327-9551 . 


Hospital  Corporation  of  America 


Readers  Say 


don't  we  shift  away  from  this  foo! 
World  War  II  game  of  obsolete  tac 
and  outmoded  equipment?  Texas  Ins 
ments  has  nonnuclear  missiles.  Ten 
in  five  jeeps  can  very  probably  knock 
20  Ft.  Hood  tanks  before  they  kr| 
what  hits  them.  From  now  on  the 
fense  with  nonnuclear  missiles  and  gi 
rilla  tactics  has  all  the  advantage. 
— Charles  A.  Spears 
Sherman,  7e.x 


Just  the  facts 

Sir:  Re  the  errors  of  fact  and  misleac 
implications  relative  to  the  mergei 
Paine  Webber  and  Blythe  Eastman  I 
Ion  &  Co.  ("No  thank  you,  Paine  W 
ber,"  Mar  31)-  Cancel  my  subscriptio 
— //  Duane  BUhneyerJr. 
Vice  Preside)  it, 

Paine  Webber  Jackson  &  Curtis, 
Troy,  Mich 

Would  VP  Billmeyer  be  specific  on 
"errors  of  fact,  "please? — Ed. 


The  costs  of  "protection* 

Sir:  Re  the  federal  regulation  of  gove 
ment-owned  forests  (Readers  Say,  . y>r 
The  public  would  be  interested  in  w| 
they  are  giving  up  for  the  protection  1 
receive  from  our  federal  lands. 
Boundary  Waters  Canoe  Area  is  covq 
with  fallen  trees.  Last  year  31  trees  vi 
lost  at  the  cabin  where  we  stay.  But 
have  been  planting  new  trees  for  sev 
years.  The  place  is  likened  to  a  park  by 
visitors.  Across  the  lake  is  the  wilderr 
with  dead  trees  fallen  in  every  direct: 
In  a  designated  wilderness  there  is 
more  harvesting  of  the  trees.  By  cutl 
the  trees  when  they  mature,  nature  j 
duces  a  new  forest.  New  foliage  gro 
around  the  new  tree  growth  furnish 
food  for  the  deer.  Without  the  fedl 
government  you  have  abundant  g£ 
animals,  recreation,  jobs,  paper  pulp 
no  need  to  squander  our  tax  dollars. 
—Everett  Powell 
Gardena,  Calif. 


Why  he  did  it 


Sir:  Re  your  gratuitous  editorializing 
my  position  on  wage  and  price  cont 
("Given  the  Kennedyesque  echoes 
MacLaury's  positions,  it  does  se 
Brookings  has  changed  [him],  rai 
than  the  other  way  around,"  Mar.  3$ 
reluctant  decision  to  endorse  tempoi 
price  and  wage  controls  as  part  of  a  c< 
prehensive    anti-inflation  program 

FORBES,  MAY  12, 


Americans  are  putting  35,000 Rrugerrands 
a  week  into  their  portfolios. 

Maybe  some  belong  in  yours. 


millions  of 


There's  gold  in  those  safe  deposit 
boxes.  And  it  isn't  just  the  recent  gold 
fever  that's  done  it. 

Over  the  last  five  years, 
gold  coins  have  been  sold  in 
this  country.  In  the  last  year 
alone,  Americans  were  buy- 
ing Krugerrands  at  the  rate 
of  over  35,000  a  week. 

Americans,  at  least  a 
growing  number  of  them, 
have  been  questioning  the 
traditional  forms  of  invest- 
ment. And  for  many,  the 
conclusion  has  been  that 
tangible  assets — which  do  not  draw  in- 
terest like  many  other  investments — 
may  still  be  the  more  viable  investment. 

Any  serious  consideration  of  tangi- 
bles certainly  includes  the  classic  tangi- 


Actual  size 


ble — gold  coins.  And  when  it  comes  to 
coins,  the  one  Americans  choose  most  is 
the  Krugerrand. 

No  other  gold  coin  has  all  the  advan- 
tages of  the  Krugerrand. 
Instead  of  a  fractional  per- 
centage, it  contains  exactly 
one  troy  ounce  of  pure  gold. 
So  you  can  easily  figure  how 
much  your  gold  is  worth 
by  checking  the  world  gold- 
ounce  price  in  your  daily 
newspaper. 

The  South  African  Kru- 
gerrand is  a  legal  tender  coin 
and  is  sold  at  a  price  based  solely  on  its 
gold  content,  with  only  a  small  extra 
charge  for  coinage  and  distribution 
(much  like  a  broker's  fee  you  pay  for 
stocks).  And  because  it  is  the  world's 


most  popular  gold  coin,  there's  also  the 
world's  readiest  market  if  you  sell.  They 
are  bought  and  sold  every  day  at  many 
coin  dealers,  precious  metals  brokers  and 
even  some  brokerage  firms  and  banks. 

For  a  good  many  Americans,  invest- 
ments in  the  future  may  no  longer  mean 
just  interest  bearing  accounts  and  a  few 
blue  chip  securities. 

For  a  number  of  them,  the  future  has 
already  arrived. 

For  the  dealer  nearest  you  and  a  free 

brochure,  call  800-648-5600,  O per.  30 J. 
t  —    1 

KRUGERRAND  COIN  I)IV„  INT'L  GOLD  CORP. 
Dept.  FR+,  350  Hudson  Street,  New  York,  NY  10014 
Please  send  free  brochure  "GOLD  FACTS  AND  THE 
KRUGERRAND"  and  a  list  of  Krugerrand  dealers. 


Name- 


Address- 
City  


The  Krugerrand 

The  world's  best  way  to  own  pure  gold. 


CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"CNA  has  developed 
the  finest  communications  system 
for  insurance  agents.  Its  called 

listening  and  understanding.  It  sounds  easy  enough, 

but  good  communications  is  something  we  don't  have  with 
many  insurance  companies.  CNA  is  an  exception.  We  exchange 
ideas  with  everyone  from  their  branch  people  right  on  up  to  the 
top.  CNA  encourages  this  dialogue  so  they  can  respond  with  the 
products  and  services  my  clients  need.  An  insurance  company  that 
wasn't  deeply  committed  to  the  American  Agency  System  simply 
wouldn't  bother/' 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company/Continental  Assurance  Company  CNA  Plaza  Chicago.  IL  60685 


Readers  Say 


nority  view  among  Brookings  econo- 
sts — reflects  my  judgment  concerning 

seriousness  of  the  inflation  outlook 
i  the  absence  of  credible  alternatives, 
dit  or  wrong,  this  is  an  economic — 
t  a  political — judgment. 
[  K  MacLaury 

Went, 

Bri  ><  >bn  if>s  Inst  Hath  >n 
ihingtun,  D  C. 


Stand  up  for  the  U.S.? 

y.  The  myopic  opinion  expressed  by 
"..  ¥xasex\Readers  Say,  Feb  IS,  "The  hell 
th  bringing  Alaskan  and  Canadian  wa- 
to  the  U.S.  and  Mexico")  is  not 
ired  by  all  Canadians.  At  least  those  of 

who  live  internationally  express  an 
Dreciation  for  the  friendship  and  coop- 
ition  between  our  nations.  It  is  time 

Canadians  to  get  out  of  the  closet  and 
enly  stand  beside  our  neighbors. 
William  I.  Butcbart 
aclb.  Saudi  Arabia 


It  ain't  grammar 

I:  Re  Mr.  Stroot's  letter  (Forbes,  Mar. 
)  canceling  his  subscription  because  of 
>F's  use  of  the  word  "ain't."  It  called  to 
nd  a  saying  of  Will  Rogers — "People 
10  ain't  sayin'  ain't,  ain't  eatin'." 
men  D.  Barron  J r 
title,  W  ash 


Brickbats 

M.S.  Forbes  Jr.  says  to  reason  that 
ods  of  paper  money  cause  inflation  is 
i  simplistic  (Mar  31)  He  points  to  low 
jductivity  and  high  taxes.  No  produc- 
ity  can  keep  up  with  18%  inflation. 
i'vq  had  decades  of  astronomically 
^i  taxes  without  Latin  American  infla- 
in.  The  root  cause  is  waves  of  fiat 
iney — Federal  reserve  notes — flooding 
e  country  and  the  world. 
)ehuyler  Allman 
ry,  N.c. 

\:  M.S.  Forbes  Jr.'s  support  of  a  $1.50- 
r-gallon  tax  on  gasoline  (Feb.  IS)  re- 
cts  the  same  "tax  the  firewood"  men- 
ity  that  afflicts  the  Carter  Administra- 
>n.  The  U.S.  switched  from  wood  to 
al  in  the  1850-90  period  by  allowing 
e  market  to  do  its  job.  Fortunately,  our 
efathers  were  not  encumbered  with 
e  likes  of  Jimmy  Carter,  Malcolm 
rbes  Jr.  and  the  DOE. 
lE  I'ritcbard 
rtlcsrillc.  Ob  I  a 
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If  you're  still  drinking  It 
a  blended  whiskey      tasted  gold  rum 
on  the  rocks...  on  the  rocks. 


That's  the  reaction  that's  made 
Puerto  Rican  Gold  Rum  one  of  the 
fastest  growing  liquors  in  America 
today.  It's  the  smooth  alternative  to 
bourbons,  blends,  Canadians  — 
even  Scotch. 

Try  our  Gold  Rum  with  soda, 
ginger  ale,  or  on  the  rocks.  The 
first  sip  will  amaze  you.  The  second 
will  convert  you. 


Make  sure  the  rum  is  Puerto 
Rican.  The  people  of  Puerto  Rico 
have  been  making  rum  tor  almost 
five  centuries.  Their  specialized 
skills  and  dedication  result  in  a  rum 
of  exceptional  taste  and  purity. 

No  wonder  over  85%  of  the  rum 
sold  in  this  country  comes 
from  Puerto  Rico. 

pucrto  mean  nurns 


taste. 


For  free  Light  Rums  of  Puerto  Rico'  recipes,  write  Puerto  Rican  Rums 
Dept  FB-4, 1290  Avenue  of  the  Americas,  NY  NY  10019  ©1979  Commonwealth  of  Puerto  Rico 


Forl980,  Continental  MarkVI invites  you 
into  an  elegant  world  of  technical  innovations. 


The  1980  Continental  Mark  VI. 
Unmistakably  Mark  in  its  room  and  ride 
and  charismatic  styling.  But  on  closer 
examination  you'll  discover  unexpected 
riches  that  may  surprise  you. 

A  41%  improvement  rn  gasoline 
mileage  ratings  over  1979.* 

An  automatic  overdrive  transmission, 
the  first  of  its  kind  to  be  made  in 
America. 

Electronic  engine  control,  which 
monitors  and  adjusts  certain  vital 
engine  functions  for  operating  efficiency. 

Electronic  fuel  injection,  which  meters 
fuel  more  uniformly  than  a  conventional 
carburetor. 

Digital  instrumentation  with  20 
different  readouts  and  computerized 
message  center,  to  put  you  in  perfect 
rapport  with  your  car. 


Best  of  all,  perhaps:  you'll  discover 
yourself  in  this  most  individual  of  all 
Continentals. 


41% 


® 


•IMPROVEMENT  IN  FUEL 
EFFICIENCY  RATINGS 
OVER  1979. 


EPA 
EST. 
MPG 


24 


EST. 

HWY. 

MPG 


*  Based  on  comparison  of  standard  engines. 

'Compare  this  estimate  to  the  estimated  MPG 
of  other  cars.  You  may  pet  different  mileage 
depending  on  how  fast  you  drive,  weather 
conditions  and  trip  length.  Actual  highway 
mileage  will  probably  be  less  than  the 
estimated  highway  fuel  economy.  California 
estimates  and  percentages  are  different. 


CONTINENTAL  MARK  VI 


LINCOLN-MERCURY  DIVISION 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


HOW  CAN  A  SANE  MAN,  LET  ALONE  THE  CURRENT  PRESIDENT 


ie  United  States,  ask  for  a  miserably  mere  two  bits'  worth 
Iditional  military  hardware  in  the  new  federal  budget? 
ur  pitiful  present  stockpile  of  antiquated  conventional  stuff 
mraged  Russia  to  gobble  Afghanistan,  enables  a  handful  of 
ian  leftists  to  mock  us  daily,  and  lets  a  few  thousand  Cuban 
cenaries  occupy  or  terrify  most  any  part  of  Africa  that  their 
et  masters  desire  to  knout  or  knell. 

d  we  only  imagine  that  Jimmy  Carter  the  other  day 
ngly  said — to  ringing  applause — "I'm  determined  that  the 
ted  States  will  remain  the  strongest  of  all  nations"? 
seems  that  only  our  Commander-in-Chief,  his  Secretary  of 
mse  and  that  personification  of  bellicosity,  National  Secu- 
Chief  Brzezinski,  are  unaware  .or  unalarmed  that  Russia, 
some  time  now,  has  been  turning  out  every  category  of 
>  in  wartime  quantities  and  speed, 
ssinger  put  it  all  very  neatly  in  these  words: 
'The  Soviet  Union  after  the  Cuban  missile  crisis  was 
going  all  out  in  its  weapons  procurement  in  every  major 
category  of  arms.  American  abdication  would  tempt  Sovi- 
et tendencies  toward  filling  every  vacuum;  the  U.S.S.R. 


would  accept  a  stabilization  of  the  arms  race  only  if  con- 
vinced that  it  would  not  be  allowed  to  achieve  superiority. 
It  was  in  our  interest  to  demonstrate  to  the  Soviet  Union 
that  given  the  inequality  of  resources  it  could  not  possibly 
win  an  arms  race,  that  we  would  not  stand  by  while  the 
balance  shifted  against  us,  and  that  if  sufficiently  provoked 
we  would  simply  outproduce  them." 
What  does  it  take  to  "sufficiently  provoke"  this  Administra- 
tion? How  much  further  humiliation  can  be  endured  without 
perhaps  encouraging  an  effort  at  our  annihilation? 

In  these  circumstances,  the  following  words  of  Ronald  Rea- 
gan can  do  much  to  make  him  a  November  victor: 

"Now,  what  I  think  the  Russians  would  fear  more  than 
anything  else  is  a  United  States  that  all  of  a  sudden  would  hitch 
up  our  belt  and  say,  'O.K.,  Buster,  we've  tried  this  other  way. 
We  are  now  going  to  build  what  is  necessary  to  surpass  you.' 
And  this  is  the  last  thing  they  want  from  us,  an  arms  race, 
because  they  are  already  running  as  fast  as  they  can  and  we 
haven't  started  running." 
Amen. 


AND  WHAT  WILL  A  RIP  ROARING,  WINNING  ARMS  RACE 

a  balanced  budget  and  curbing  inflation?  have  a  leader  who  can  be  trusted  to  take  that  tax  and  use  it  to 

bt  a  single  harmful  thing  that  a  50-cent  additional  federal  make  our  country  strong  enough  militarily  to  be  free  again,  not 
m  gasoline  couldn't  cure.  If  the  American  people  feel  they    so  many  would  object  to  shouldering  such  alms. 

MATBE  CASTRO  BETTER  BRING  HIS  ARMY 

in  Central  and  South  America.  Unlike  Mussolini's  Black  Shirts 
who  suppressed  opposition  with  castor  oil,  Castro  oil  is  not 
succeeding  in  subduing  the  Cuban  people. 

One  must  sympathize  with  the  poor  guy — imagine  if  he  has 
to  bring  his  "freedom  fighters"  home  to  fight  home-front 
freedom  seekers. 


e  from  their  "liberating"  missions  in  Africa,  South  Ye- 
,  et  ah,  so  that  they  can  contain  in  Cuba  their  fellow 
t  ens  who  are  apparently  trying  to  flee  their  Castro  blessings 
he  tens  of  thousands.  He  might  even  need,  as  reinforce- 
ts,  to  recall  for  service  on  the  home  front  his  hundreds  of 
its  provocateurs  operating  in  other  West  Indies  islands  and 


NADER'S  NON  SENSE  ANTIBUSINESS  DAT 


a  widely  publicized  but  little  heeded  flapflop,  because  only 
zealots  and  zanies  think  their  guru  is  the  answer  rather 
i  a  principal  cause  of  inflation  as  well  as  of  our  energy  and 
ssion  problems. 

was  frustrating  fun  "debating"  a  few  minutes  with  him  on 


David  Hartman's  Good  Morning  America  TV  program.  In  the 
course  of  monologuing  each  other  on  a  split  screen,  viewers 
learned  from  Nader  that  when  big  business  takes  time  out  from 
ordering  around  the  Senate,  the  House  and  the  White  House,  it 
thrives  on  lethally  polluting  and  maiming  its  employees,  cus- 
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tomers  and  neighbors,  and  exporting  the 
jobs  of  those  left. 

He  is  urging  that  these  CEO-suite 
"criminals"  be  federally  licensed  and 
subjected  to  boards  of  "public"  directors 
who,  I  gather,  would  bring  Ralph-and- 
Jane  (Fonda)  objectivity  to  the  executive 
decision-making  process. 

In  turn,  I  nominated  Mr.  Nader  for 
three  Oscars  as  star,  director  and  producer  of  much  of  our 
inflation,  energy  and  unemployment  problems.  Ralphie  re- 
joined with  the  suggestion  that  my  suggestion  was  a  use  of  the 
big  lie  technique.  At  which  point  the  public's  illumination  was 
extinguished  when  David  Hartman  hastily  intervened  with 
the  commercials — paid  for  by  big  business  Baddies  so  that  they 
could  get  on  with  their  hornswoggling  of  consumers. 

This  whole  current  leftiliberal  traducing  of  our  more  sue- 


WJgHIRgTOM 


cessful  free  (a  relative  term  these 
enterprises  was  brought  on  because  z 
lority  of  our  senators,  congressmen! 
even  some  regulatory  agencies  no  id 
tremble  in  terror  when  these  Nad) 
spokespersons  descend  on  them.  T| 
self-anointed  saviors  with  their  dem 
for  yet  more  crippling  regulations  aiml 
strangulating  profitable  companies 
ever  less  clout  as  a  result  of  their  ever  greater  exaggeration 
They're  sore  because  Capitol  Hillers — along  with  a  gro< 
majority  of  their  constituents — recognize  that  less  bureau 
ic  autocracy,  less  confiscatory  taxation  and  less  environme 
extremist  absurdities  are  required  if  we're  to  turn  back  1 
tion;  to  gain  back  our  energy  independence;  to  regain 
economic  and  military  muscle;  and  to  regain  respect  from 
our  friends  and  our  enemies  abroad. 


TOPSYTURVY  FOR  BUSINESS  SCHOOL  RANKINGS? 

Imagine — a  study  by  the  academic  accrediting  agency  of  same  comprehensive  accreditation  examination.  It  w 

business  schools  suggests  that  the  schools  should  be  ranked  in  measure  the  freshly  minted  M.B.A.s  for  economic  knowle 

the  future  by  the  quality  of  their  graduates  instead  of  by  the  business  perceptions  and  potential  managerial  qualities, 
quantity  of  Degrees  held  by  their  faculties.  This  would  be       What  a  revolution  in  academia  to  judge  a  school  by 

accomplished  by  having  each  year's  48,000  graduates  take  the  quality  of  its  output! 

IF  YOU  DON'T  KNOW  WHAT  TO  DO  WITH 

many  of  the  papers  piled  on  your  desk,  stick  a  dozen  colleagues'  initials  on  'em,  and  pass  them  along.  When  in  doubt,  rou 

VICE  CHAIRMAN  OPENINGS  BY  THE  DOZEN 

Our  publisher,  Jim  Dunn,  reports  that  on  his  desk  after  a  ten-       Not  empty  honors  either.  Accepting  all  would  have  co 
day  trip  to  Japan  he  had  14  invitations  to  be  a  Vice  Chair-    minimum  of  $20,000. 
man  ...  of  assorted  Dinners  for  Worthwhile  Causes.  Who  said  titles  come  easily? 


BOOKS 

The  Executioner's  Song — by  Norman 
Mailer  (Little,  Brown  &  Co.,  $16.95).  It's 
a  shame  that  so  much  Norman  Mailer 
genius  was  poured  onto  these  1,000 
pages  about  a  motiveless  murdering 
punk  and  all  those  whose  lives  his  emp- 
ty and  meaningless  years  touched  before 
a  Utah  firing  squad  ended  his  life.  De- 
spite its  winning  of  the  current  Pulitzer  prize  for  "novels"  (a 
misleading  nomer  fancied  by  the  author),  compared  to  Ca- 
pote's In  Cold  Blood,  Mailer's  tour  de  force  fails.  His  book's 
Character  is  totally  unnotable  except  for  the  notoriety  that 
accompanied  the  legal  machinations  behind  Gilmore's  on- 
again,  off-again  execution  in  Mormon  Utah. 


WINDSOR 
STORY 

ray* 


Excerpts:  There  was  a  difference  between  killing  some- 
body in  a  rage,  and  being  a  cold-blooded  killer  who  only 
had  to  throw  a  little  switch  in  himself.  Gilmore  was  in  the 
second  category.  He  could  kill  you  because  you  gave  him 
coffee  in  a  paper  cup.  .  .  . 

One  fellow  from  the  local  press  muttered:  "Can  you 
believe  the  attention  this  cheap  punk  is  getting!" 


The  Windsor  Story — by  J.  Bryan  ID 

Charles  J.V.  Murphy  (William  Morro 

Co.,  $17.50).  Pretty  fascinating  rea 

about  a  seemingly  glamorous  king 

never  was  more  than  what  the  whole  w 

came  to  know  him  to  be — a  shallow, 

ish,  vain  little  man  whose  only  capab 

lay  in  his  unmitigated  love  (mostly  un 

procated)  for  his  twice-divorced  Amer 

woman.  She  never  ceased  yearning  to  be  what  she  never  wi 

any  respect — a  Royal  Highness.  What  an  empty,  pathetic  pa 

capture  the  century's  top  romantic  billing. 

Excerpts:  The  Duke  of  Kent  was  sympathetic,  fascinated 
appalled:  "What  will  she  call  herself!" 

"  'Call  herself!"  the  King  echoed.  "What  do  you  think- 
'Queen  of  England, '  of  course!" 
Kent  gasped,  "She's  going  to  be  Queen!" 
"Yes,"  the  King  assured  him  joyously,  "and  Empres 
India — the  whole  bag  of  tricks!"  .  .  .  The  obvious  and  odi 
parallel  between  his  behavior  and  King  Carol  H's,  eacl 
them  abdicating  for  love  of  his  mistress,  drew  from  Qu 
Mary  an  outraged  "Really!  This  might  be  Romania!" 
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JOSEPH  HIRSHHORN  REMINISCES 


) 's  hard  to  remember  that  the  giver  of  the  fabulous  Hirsh- 
n  Museum  collection  in  the  nation's  capital  wasn't  always 
|i  as  Croesus.  But  we're  reminded  of  his  start  from  scratch 
:his  delightful  recent  letter  from  Mr.  Hirshhorn  with  recol- 
;ions  of  my  father,  Forbes  Magazine's  founder — 
In  1914  I  was  getting  $6  a  week  to  watch  the  market  and 
p  Richard  D.  Wyckoff,  the  owner  of  the  Magazine  of  Wall 
let,  posted  on  major  changes.  My  big  job  was  to  run  one- 
nt  charts  on  200  stocks  from  the  tape.  I  started  cold  and  was 
;reen  as  a  cucumber  but  anxious  to  learn.  I  saw  an  ad  for  a 
(»k,  Fifty  Men  Who  Made  America,  by  B.C.  Forbes  for  $  10. 
During  one  lunch  hour  I  went  down  to  the  Forbes  office.  I 
3  a  giant  of  a  boy,  four  feet  six  inches,  in  a  green  suit  and 
>rt  pants.  It  was  the  only  suit  I  had,  which  my  mother  had 
lght  for  $4  when  I  graduated  from  public  school.  It  was  a 
all  office  with  a  young  lady  seated  behind  a  counter  at  least  a 
t  higher  than  me.  She  heard  the  door  open  and  close  but  did 

EXECUTIVES  WHO  GET  THERE 

id  stay  suggest  solutions  when  they  present  the  problems. 


not  see  anyone  enter.  Finally  she  came  around  the  counter  and 
asked  me  what  I  wanted.  I  told  her  and  she  replied  that  there 
were  only  sample  copies  available. 

"Then  she  left  the  room  and  in  a  few  minutes  a  tall  gentleman 
with  glasses  came  out  to  look  at  me.  He  asked  me  why  I  wanted 
the  book.  I  told  him  I  wanted  to  know  how  John  D.  Rockefeller, 
J. P.  Morgan,  Jacob  Schiff,  Charles  Schwab  and  many  others  had 
started  and  made  their  fortunes.  He  smiled,  looked  at  me  kindly, 
asked  my  age  and  where  I  was  working.  He  told  me  to  wait  and 
returned  with  an  autographed  book,  which  he  gave  to  me.  I  was 
delighted  but  I  told  him  I  would  feel  better  if  he  let  me  pay 
something.  My  capital  was  $11,  saved  from  having  9-cent 
lunches.  We  struck  a  bargain  and  agreed  on  $5. 

"That  book  inspired  me  and  I  read  it  from  cover  to  cover  a 
great  many  times.  Mr.  Forbes'  act  was  one  of  the  kindest  and 
nicest  things  to  happen  to  a  15-year-old  boy.  He  was  a  great, 
kind  and,  I  am  sure,  a  gentle  man." 

A  LITTLE  MONET  PROVIDES 

a  lot  of  independence. 


By  M.S.  Forbes  Jr. 


The  Carter  Administration  is  say- 
ing that,  should  the  recession  turn 
worse  than  expected  (as  it  surely  will), 
any  easing  of  its  restrictive  economic 
program  should  begin  with  monetary 
rather  than  fiscal  policy. 

The  Administration  has  its  priori- 
ties backwards.  Its  "tight"  fiscal 
policy  is  being  implemented  not 
through  spending  cuts,  but  through 
huge  increases  in  taxes  (Forbes,  Apr. 
14).  The  increased  tax  burden  will 
merely  exacerbate  all  the  problems 
that  currently  afflict  the  economy — 
inadequate  savings  and  investment, 
moribund  productivity,  growing  tax 
evasion. 

Too  great  an  easing  by  the  Fed  will 
merely  refuel  inflationary  pressures. 
Treasury  Secretary  William  Miller 
should  have  learned  from  his  experi- 
ence as  Fed  chairman  what  happens 
when  the  Open  Market  Committee 
tries  to  curb  interest  rates  through 
excessive  credit  creation. 

If  the  Administration  wants  to  ease 
up  in  the  face  of  a  contracting  econo- 
my, it  should  restructure — that  is,  re- 
duce— income  taxes  across  the  board 
so  as  to  encourage  savings  and  invest- 
ment and  to  restore  the  essential  link 
between  effort  and  reward. 

Unfortunately,  Mr.  Carter  and  his 
economic  advisers  seem  intent  on 
pursuing  the  basic  policies  that  landed 
us  in  the  current  economic  mess. 

Mr.  Volcker,  however,  has  no  inten- 


WRONG  EMPHASIS 

tion  of  doing  for  Mr.  Carter  what  Ar- 
thur Burns,  in  1972,  did  for  Nixon — 
turning  on  the  money  faucets  to  help 
the  President's  reelection. 

THE  FED  SUBSIDIZES 
CREDIT  CREATION 

Why  does  the  Federal  Reserve  lend 
money  to  banks  through  its  discount 
window  at  below-market  interest 
rates?  This  intriguing  question  is 
posed  by  Lewis  Lehrman  in  a  fasci- 
nating essay  he  wrote  for  Morgan 
Stanley,  Monetary  Policy,  the  Federal 
Reserve  System  and  Gold.  Lehrman  is 
a  successful  businessman  (he  built  up 
an  $800  million  [sales]  drugstore  chain 
virtually  from  scratch)  turned  eco- 
nomic thinker.  Unlike  most  econo- 
mists, Lehrman  takes  his  cues  from 
history  and  the  real  world,  not  from 
elegant  algebraic  equations. 

Says  Lehrman:  "The  Federal  Re- 
serve System  is  subsidizing  the  com- 
mercial banks — with  taxpayers'  dol- 
lars. Thus  the  government,  while  pro- 
claiming tight  money,  is  subsidizing 
the  expansion  of  credit  by  maintain- 
ing the  discount  rate,  on  marginal  bor- 
rowings by  the  banks,  below  market 
rates  of  interest." 

It  is  true,  of  course,  that  the  dozen 
largest  banks  in  the  U.S.  stay  away 
from  the  discount  window  if  it  is  at  all 
possible.  (They  don't  want  to  give  Fed 
regulators  any  more  leverage  over 
them  than  necessary.)  But  that  leaves 
thousands  of  banks  who  don't  feel 
such  strong  inhibitions. 


When  the  Fed  was  set  up  back  in 
1914,  the  discount  rate  was  set  above 
market  rates.  If  a  bank  resorted  to  it, 
it  paid  a  stiff  price  for  the  privilege. 

Mr.  Volcker  would  make  his  job  a 
bit  easier  if,  in  the  months  ahead,  he 
returned  to  such  a  policy. 

LONG  BEAR  MARKET 

The  crash  in  bonds  earlier  this  year 
raised  questions  about  the  viability  of 
the  long-term  debt  market.  What  is 
astonishing  is  how  well  that  market 
operated  for  so  long. 

Though  punctuated  by  occasional 
rallies,  bond  prices  have  been  in  a 
slide  since  the  end  of  World  War  II . 
Adjusted  for  inflation,  a  high-grade, 
fixed-income  security  bought  in  1946 
would  be  worth  17  cents  on  the  dollar 
today,-  one  bought  only  five  years  ago, 
about  44  cents.  Now  that  the  reces- 
sion is  under  way,  bonds  have  been 
strengthening.  But  don't  be  misled. 
Unless  there  is  fundamental  change  in 
economic  policy  along  the  lines  advo- 
cated by  Ronald  Reagan,  this  rally  will 
go  the  way  of  all  the  others  in  the 
postwar  period. 

All  of  which  brings  to  mind  an  ob- 
servation made  by  John  Maynard 
Keynes  60  years  ago  concerning  the 
impact  World  War  I  inflation  had  on 
those  who  purchased  bonds  before 
1914:  "What  was  deemed  most  secure 
has  proved  least  so.  He  who  neither 
spent  nor  speculated,  he  indeed  who 
gave  fewest  pledges  to  fortune  has  yet 
suffered  her  heaviest  visitations." 
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Other  Comments 

( )ften  comments  b\  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind. -MSI 


Today's  Style  Boss 

"Most  of  the  new  chiefs  understand 
the  outside  world,  and  they  can  deal  with 
policy  issues  in  America  and  abroad.  If  I 
were  choosing  a  chief  executive,  I  would 
not  be  overly  concerned  with  his  educa- 
tion or  specific  background.  I  would  ask 
if  he  relates  to  the  larger  world,  or  if  he 
knows  how  to  produce  widgets  but  can- 
not do  anything  else." 

— Irving  Shapiro, 
chairman  of  Du  Pont,  Time 

Saved  by  Arizona  Oil? 

A  leading  exponent  of  fuel-oriented  ag- 
riculture, Dr.  Melvin  Calvin  of  the  Uni- 
versity of  California  [the  1961  Nobel 
Laureate  in  chemistry]  has  investigated 
the  properties  and  potential  of  a  class  of 
rubber  trees  called  euphorbia,  plants  that 
flourish  and  produce  latex  even  in  the 
most  arid  desert  conditions.  Dr.  Calvin 
notes  that  latex  consists  of  very  large 
hydrocarbon  molecules  analogous  to 
those  of  crude  heavy  petroleum,  and 
which,  like  petroleum,  can  be  "cracked" 
in  refineries  to  produce  a  range  of  prod- 
ucts including  petrochemicals,  fuel  and 
gasoline.  If  the  equivalent  of  the  entire 
state  of  Arizona  were  planted  with  eu- 
phorbia, Dr.  Calvin  adds,  fuel  production 
from  the  bushes  would  equal  current  U.S. 
petroleum  imports. 

— Malcolm  W.  Browne, 
New  York  Times 

Look  Ten  Tears  Ahead 

American  business  should  improve  its 
productivity  and  quality  and  take  a  long- 
er-range view.  Too  many  American  busi- 
nessmen take  the  short-range  view  and 
sweep  out  what  their  piedecessors  have 
accomplished.  In  Japan,  we  depreciate 
our  equipment  quickly  so  that  it  will  be 
more  up-to-date  but  United  States  man- 
agement seems  to  say,  "Why  sacrifice 
my  profit  to  help  my  successor?" 

— Akio  Morita,  founder  of  Sony  Corp. 

In  a  Bind 

Various  social-limits-to-growth  move- 
ments remain  the  biggest  obstacle  to 
progress.  .  .  .  People  who  are  almost  reli- 
giously antitechnological,  self-righteous- 
ly  superior  in  their  judgments  won't  let 
you  build  a  road  or  a  refinery  or  a  port 
without  running  a  regulatory  gauntlet. 
Look  at  how  difficult  it  is  to  get  anything 
done  today.  It  used  to  take  the  U.S.  gov- 
ernment 30  months  to  put  up  a  building. 
Now  it  takes  10  years  for  the  same  build- 


ing. The  U-2  spy  plane  flew  nine  months 
after  being  authorized.  Today,  it  would 
take  nine  years  to  get  the  same  plane  in 
the  air.  That  kind  of  red  tape  strangles 
the  system  and  discourages  innovation. 

— Herman  Kahn, 
U.S.  News  et>  World  Report 

Steer  Clear 

"Apartment  buildings  are  done. 
They're  like  dinosaurs.  Any  city  with  a 
tenant  majority,  liberal  politics,  college 
students — stay  away  from.  Rent  control 
is  absolute  poison,  and  it's  spreading." 

— John  T.  Reed,  editor  of  a 
real  estate  newsletter, 
quoted  in  the  Wall  Street  journal 

Hidden  Income 

Fortune  reports  IRS  studies  show  only 
57%  of  small  businessmen  now  honestly 
report  their  incomes.  Only  86%  of  medi- 
um-size proprietors — those  grossing  up 
to  $30,000  per  annum — tell  the  govern- 
ment how  much  they  really  make.  .  .  . 

— Nicholas  von  Hoffman, 
Washington  Post 

Fear  Twisting 

A  noted  psychiatrist,  Dr.  Robert  L. 
DuPont,  who  has  studied  television  eve- 
ning news  coverage  of  nuclear  power  dur- 
ing the  last  10  years,  concludes  that  the 
major  networks  have  injected  irrational 
fear  into  the  controversial  subject. 

DuPont  explains  that  the  absurdity  of 


this  (TV  "fear"  approach)  is  undersq 
able  if  one  thinks  of  water  instea< 
nuclear  energy.  "I  can  see  the  TV  pic; 
closing  in  on  a  swimming  pool  and, 
voice-over  saying:  'Do  you  realize 
there  is  enough  water  in  this  poo 
drown  100,000  people?'  " 

— W.A.  Bachman,  Oil  a>  Gas  /ou 


For  every  inch  your  waist  I 
exceeds  the  size  of  your  ch~ 
you  can  deduct  two  years  fr 
how  long  you  can  expect 
live. 

—Executive  Fitness  Newslei 
data  from  the  Metro pol 
Life  Insurance 


Rapturous  Vision 

"I  mean  to  marry  and  I  am  prepare 
go,"  the  King  [Edward  VHIj  said. 

"Sir,"  said  Baldwin,  "this  is  grie\. 
news."  Later,  he  told  his  son,  "I  never 
such  a  look  of  beauty  on  anyone's  face 
was  like  some  young  knight  who  had 
been  given  a  glimpse  of  the  Holy  Grail 
reasoning  or  pleading  by  family  or  fri 
could  penetrate  that  rapturous  mist, 
was  alone  with  his  vision." 

— The  Windsor  St\ 
f.  Bryan  III  and  Charles  J.V  Mur 

Be  Prepared 

Could  you  ever  be  important  enoug 
a  girl  to  have  her  take  the  rollers  ou 
her  hair?  (I  swear  I  saw  a  teenage  brid 
her  own  wedding  with  her  hair  in  roll 
When  I  asked  her  why  she  said,  ' 
might  go  somewhere  afterward.") 
— Erma  Bombeck,  If  Life  Is  a  Bow 
Cherries,  What  Am  I  Doing  in  the  F 


"Take  care  of  the  millions,  gentlemen, 
and  the  billions  will  take  care  of  themselves." 
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We  worked 
our  way  to  the  top. 


A  lot  of  hard  work  has  made  Case  a  giant  in  con- 
struction equipment.  One  of  our  largest  units  is  this 
Drott/Poclain  excavator,  hard  at  work  in  a  copper  mine 
in  Arizona.  We  offer  a  variety  of  industrious  excavators, 
loaders,  dozers,  trenchers,  compaction  equipment  and 
the  best-selling  loader/backhoe  in  the  world. 

Hard-working  construction  companies  demand  hard- 
working machines.  Case  has  met  that  need  with  more 
than  100  basic  models— the  broadest  line  of  tough, 
productive  construction  equipment  in  the  industry. 

Hard  work  works.  That's  how  Case  became  a  major 
force— the  growth  leader  in  the  industry  and  the  sec- 
ond largest  construction  equipment  manufacturer  in 
North  America. 


J I  Case 

A  Tenneco  Company 


Coping  with  Risinj 


if! 


No  longer  possessed  of  sovereign  mv 
munity  to  liability  lawsuits  and  often  lack' 
ing  adequate  revenues,  many  of  the  80,000 
government  units  in  the  U.S.  are  vulnera^ 
ble  to  unprecedented  damage  claims  —  trig' 
gering  a  search  for  new  approaches  to 
insurance  and  risk  management* 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


School  districts,  state  govern- 
ments, townships,  cities  and  coun- 
ties all  face  a  number  of  challenges 
today  which  only  ten  years  ago 
were  considered  relatively  minor. 

Foremost  among  them  is  the 
fading  of  the  time-honored  doc- 
trine that  "the  king  can  do  no 
wrong"  —  that  a  government  pos- 
sesses legal  immunity  to  liability 
claims  and  lawsuits.  In  42  states 
today,  government  bodies  are  vul- 
nerable in  various  degrees  to  ac- 
tions charging  negligence  on  the 
part  of  their  personnel  and  are  ex- 


periencing rapidly  rising  liability 
losses.  Given  this  atmosphere  of 
uncertainty,  there  has  been  a  con- 
traction of  insurance  capacity  for 
governmental  liability. 

The  exposure  of  governmental 
units  is  further  complicated  by 
widespread  financial  constraints, 
including  cutbacks  in  federal 
revenue-sharing  programs.  Tax  re- 
volts such  as  California's  Proposi- 
tion 13,  eroding  tax  bases  in  older 
cities,  and  legal  limits  imposed  on 
spending  increases  have  also  led  to 
budget  reductions  —  which  in  turn 


have  meant  skimping  on  mainte- 
nance procedures  and  accelerated 
deterioration  of  property.  And 
governments  are  no  more  exempt 
than  is  business  from  the  burdens 
of  inflation,  snowballing  pension 
demands  and  the  financial  require- 
ments of  OSHA-mandated  safety- 
programs . 

Against  this  background,  sev- 
eral positive  steps  have  been  taken 
both  by  governments  and  their  in- 
surers that  have  already  brought 
about  some  relief. 

Hanging  together 

Foremost  among  them  is  a 
much  greater  degree  of  risk  reten- 
tion-. This  usually  takes  the  form  of 
higher  deductibles  or,  in  the  case  of 
larger  government  units,  full  self- 
insurance  of  selected  risks. 

For  numerous  government 
bodies,  however,  sizeable  risk 
retention  is  not  feasible  —  partly 
because  their  exposure  base  can  be 
too  small  to  allow  sufficient  pre- 
dictive credibility  as  to  future 
losses.  In  this  situation,  an  increas- 
ingly attractive  alternative  is  the 


jovernment  Liabilities 


self-funded  intergovernmental  in- 
;  surance  pool.  With  interest  in  such 
pools  growing  as  their  advantages 
become  more  apparent,  at  least  24 
states  have  removed  legal  impedi- 
ments to  their  formation  or  are  in 
the  process  of  doing  so. 

In  a  pooling  arrangement,  the 
total  exposure  base  should  be  large 
|  enough  to  make  loss  projections 
■  more  predictable  and  reliable  than 
they  would  be  for  any  risk  sepa- 
!  rately.  This  reliability  in  turn 
should  permit  lower  costs  for  pro- 
i  viding  risk  protection.  Most  pools 
have  been  formed  to  fund  workers' 
compensation  insurance,  but  there 
is  a  pronounced  trend  toward 
broad  coverage  of  property  and  lia- 
bility exposures  as  well. 

An  insurance  pool  can  be 
started  by  virtually  any  organiza- 
tion of  government  units.  After  es- 
tablishing the  feasibility  of  pool- 
ing—which includes  detailed  anal- 
ysis of  each  member's  position  — 
and  planning  for  administrative 
services,  the  members  draw  up  an 
agreement  covering  all  aspects  of 
the  pool's  operation.  The  pool  it- 
self ordinarily  provides  only  the 
middle  layer  of  coverage  for  its 
members.  Below  it  there  is  usually 


a  layer  of  individual  self-insurance, 
represented  by  deductibles.  Above 
it,  an  umbrella  of  commercial  ex- 
cess insurance  protects  against  cat- 
astrophic losses. 

Government  pooling  in  the 
U.S.  is  too  new  to  show  any  long- 
range  results.  However,  early  expe- 
rience indicates  that  premium  sav- 
ings range  between  10%  and  40% 
compared  with  conventional  insur- 
ance. Fixed  costs,  including  claims 
handling,  administration  and  ex- 
cess insurance,  are  running  at 
roughly  25%  to  55%  of  premium 
revenues.  Asa  result,  dividends  are 
being  paid  to  members  of  pools 
with  favorable  operating  results. 

Improving  the  role  of 
insurance 

Meanwhile,  the  insurance  in- 
dustry is  actively  seeking  ways  to 
mitigate  government  insurance 
difficulties.  Several  projects  are 
under  way  to  establish  precise  clas- 
sification and  rating  bases  for  gov- 
ernment risks,  similar  to  those  in 
use  for  business  risks.  A  major 
drive  is  also  being  mounted  to  de- 
fine legal  liabilities  more  clearly 
and  equitably  under  the  tort  liabil- 
ity system.  And  the  forthcoming 


introduction  of  a  new  comprehen- 
sive general  liability  policy  is  ex- 
pected to  simplify  the  municipal 
liability  underwriting  process. 

INA  is  a  leading  provider  of 
insurance  products  and  services  to 
the  government  market  and  is  ex- 
panding its  activities  to  meet 
today's  —  and  tomorrow's  —  needs. 
As  the  use  of  self-insurance  and 
governmental  insurance  pools  in- 
creases, INA  and  its  subsidiaries 
are  becoming  even  more  deeply 
involved  through  underwriting 
and  the  supplying  of  various  loss 
control,  claims  and  administrative 
services. 

Comprehensive  services 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
government  bodies,  typifies  INA's 
comprehensive  approach  to  in- 
creasingly sophisticated  insurance 
and  risk  management  problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  worldwide. 

For  an  informative  booklet  on 
meeting  the  insurance  needs  of 
governments,  write  INA,  1600 
Arch  Street,  Dept.  R,  Philadel- 
phia, PA  19101. 


iddingfor  trouble  ': 


When  governments  ask  for  bids  on  insurance  con 
cts,  they  frequently  fail  to  specify  what  services 
:  bidder  should  furnish  in  addition  to  the 
;urance  protection  itself. 

As  a  result,  the  winning  bid  is  usually  a  . 
:k-bottom  quote,  thus  short-changing 
:h  essential  needs  as  loss  control. 
nc  detailed  bid  specifications  can 
minate  this  drawback  and  through  JjggvBg 
^visions  for  loss  control  or  admin- 
rative  services  can  have  a  beneficial 
ect  on  government  insurance  costs. 
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1  nc  LttDl  C  DZIKJWU 

12-YEAR-OLD  PREMIUM  SCOIC 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness arid  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


Forbes 


if  communism  weren't  bad  enough,  there  is 
gar  rust  and  tobacco  mold,  the  fish  aren't 
ing  and  the  foreign  loans  are  coming  due. 
ok  for  discontent  and  repression. 

More  trouble  for 
Cuba 


By  Jerry  Flint 

|  idel  Castro,  with  everything  go- 
ing wrong,  sounds  very  much  like 
some  incompetent  corporate 
:ftains  we  have  known  who  are  adept 
making  excuses.  When  things  go 
ng,  it's  the  other  guy's  fault.  Or  the 
ther.  Or  the  government.  Never  are 
r  own  policies  to  blame, 
here's  a  lumber  shortage,  he  com- 
ns,  because  the  Russians  are  failing  to 


meet  their  delivery  schedules.  "In  Octo- 
ber, of  500,000  cubic  meters  to  be  re- 
ceived during  the  year,  only  28%  had 
been  received,"  he  told  party  leaders  in  a 
key  winter  speech.  "You  can  imagine 
how  much  that  affected  everything" 
with  wood  short  for  construction  and 
"for  packing  vegetables,  for  packing 
food,  for  packing  goods  or  storing  them." 
Worse,  he  said,  it  may  happen  again  in 
1980.  That  means  a  freeze  in  school  and 
hospital  building  and  probably  housing 


construction,  and  thus  unemployment  in 
the  building  trades  complicated  by  the 
problem  of  what  to  do  with  prisoners  he 
has  kept  on  the  construction  gangs  (for 
Castro  s  suggested  solution,  see  box,  p.  50). 

But  lumber  is  just  a  part  of  the  prob- 
lem. Cuba's  economy  is,  at  best,  stagnat- 
ing. More  likely  it  is  deteriorating  at  a 
time  when  thousands  of  youths — the 
post-revolution  baby  boom — are  coming 
of  age  expecting  jobs  and  improvements 
in  the  living  standard.  Rubbing  salt  in 
the  wound,  100,000  Cuban  exiles  are  vis- 
iting the  island  each  year,  loaded  with 
gifts  and  stories  of  how  capitalism 
works.  (Fidel  hasn't  cut  the  visits  be- 
cause he  needs  the  foreign  exchange.) 

The  likely  result  of  all  this?  More  signs 
of  open  discontent,  like  the  April  rush  to 
the  Peruvian  embassy,  and  stepped-up 
repression. 

"Some  have  said  that  we  are  exper- 
iencing difficulties,"  he  said  in  that  key 
winter  speech.  "This  gives  the  impres- 
sion that  we  are  crossing  a  current,  a 
river.  It  would  be  better  to  say  that  we 
are  sailing  in  a  sea  of  difficulties.  We 
have  been  in  this  sea  for  some  time  and 
we  will  continue  in  this  sea."  The  prob- 
lem can  last  20  more  years,  he  says: 
"Who  knows  how  long?" 

Cuba's  basic  problem  predates  Castro. 
Cuba  is  a  small  island — population  al- 
most 10  million — economically  depen- 
dent on  sugar  production.  But  Castro 
wasted  years  trying  to  diversify. 

The  second  problem,  of  course,  is  of 
Castro's  making.  He  has  chained  Cuba 
to  incentive-deadening  communism  and 
to  trade  with  the  Soviet  bloc  for  goods 
that  are  inferior  and  are  delivered  late. 

All  of  which  leaves  little  margin  for 
dealing  with  additional  problems,  which 
Castro  has  this  year  in  plenty: 

•  Sugar:  Production  will  fall  to  7  mil- 
lion tons  (if  not  6  million)  this  year, 
because  of  the  sugar  rust  disease,  and 
output  will  probably  stay  down  in  1981. 

•  Tobacco:  Blue-mold  disease  wiped 
out  the  current  crop  and  could  again, 
costing  $75  million  in  sales  in  hard  cur- 
rency and  leading  to  shutdowns  in  the 
tobacco  factories. 

•  Fishing:  The  200-mile  fishing  rights 
limit  has  pushed  Cuba's  fishing  fleet 
from  the  best  waters,  and  the  last  catch 
was  down  25% ,  causing  a  protein  short- 
age at  home  and,  again,  hurting  trade 
with  the  West.  The  subsidy  from  the 
Soviet  Union,  about  $3  billion  a  year, 
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basically  keeps  Cuba  at  a  subsistence  lev- 
el. Hard  currency  from  sugar  and  tobacco 
is  vital  to  buy  Western  products  from 
machinery  to  powdered  milk.  "If  you 
need  $700  million  to  SHOO  million  and 
you  have  to  solve  the  problem  with  $450 
million,  logically  there  have  to  be  diffi- 
culties," says  Fidel.  Even  the  level  of 
million  in  Western  (but  not  from 
the  U.S.,  of  course)  imports  is  a  drastic- 
slash  from  the  $1.8  billion  level  of  1975 
and  accounts  for  the  shortage  of  consum- 
er goods  in  Cuba. 

•  Interest  inflation:  Cuba  has  run  up  a 
$2.5  billion  to  $2.8  billion  hard-currencv 
debt,  perhaps  60%  short  term.  Rolling 
over  that  debt  this  year  could  add  $100 
million  in  interest  charges  just  when 
hard  currency  is  scarce. 

•  Delivery  failures:  Lumber  wasn't  the 
only  East  bloc  failure;  they  fell  down  on 
chickens,  too.  "The  poultry  did  not  ar- 
rive and  it  was  then  necessary  to  slaugh- 
ter cattle  below  [market]  weight,  and  to 
alter  distribution  and  create  problems  of 
that  type,"  Fidel  complains. 

Socialist  planning  and  rigidity  have  ex- 
acerbated tbese  problems.  "They've  built 
a  labor  force  that's  not  appropriate  for 
the  economy,"  says  Lawrence  Theriot,  a 
U.S.  Department  of  Commerce  econo- 
mist specializing  in  Cuba.  "It's  basically 
an  agricultural  economy,  and  the  voca- 
tional schools  are  turning  out  draftsmen 
and  white-collar  workers,  not  tractor 
drivers,"  he  says.  Fidel's  brother,  Raul, 
complains  farm  workers  often  put  in  four 
hours  a  day  and  then  fake  the  production 
records,  and  such  "irresponsibility,  com- 
placency, negligence  and  buddyism"  is 
found  in  other  sectors,  too. 

Castro  is  making  some  efforts  to  cope 
with  his  problems,  some  reasonable, 
some  harebrained.  For  example,  he  has  a 
problem  collecting  electricity  bills. 
"Didn't  we  say  that  there  are  some  tens 
of  thousands  of  youths  out  of  work?  Well, 
we  can  put  men  and  women  to  work 
reading  meters  and  collecting,"  he  said 
in  his  economic  speech.  He  also  talked 
about  sending  tens  of  thousands  of  Cu- 
bans to  work  in  East  bloc  factories  and 
fields,  exporting  bodies  instead  of  sugar. 

Throughout  all,  Castro  tries  to  cling  to 
ideological  purity  while  making  a  few 
economic  concessions  to  the  incentive 
motive.  Some  overtime  is  being  paid, 
some  piecework  is  being  established, 
some  free-market  operations  are  being 
allowed  in  vegetables,  but  these  initia- 
tives are  limited.  As  usual,  there  is  talk  of 
streamlining  the  bureaucracy. 

Cuba  also  has  good  news  in  the  climb 
of  sugar  prices  past  20  cents  a  pound, 
which  will  help  its  hard  currency  ac- 
count, although  that  gets  balanced 
against  the  crop  loss. 

Of  course,  Cuba  would  be  crushed  eco- 
nomically without  the  U.S.S.R.,  which 
trades  its  oil  at  less  than  half  the  world 
price  for  much  of  the  Cuban  sugar  crop  at 


Siberia  si,  Tanqui  no 


Fidel  Castro's  thinking:  "If  they  let  us 
have  certain  forests,  even  though  it 
may  be  in  Siberia — and  Siberia  is  all 
the  better  because  it  is  less  hot— we 
can  send  our  worker  brigades  to  get 
lumber  in  Siberia." 

His  idea  would  be  for  Cubans  to  cut 
all  the  lumber  they  could  for  them- 
selves and  cut  some  for  the  Soviets, 
too.  "Since  our  forests  do  not  have 
lumber,  and  if  the  U.S.S.R.  is  our 


brother — as  it  truly  is — then  those  rl 
sources  are  also  ours,"  says  Fidel. 

Cuba  has  sent  its  soldiers  and  coj 
struction  teams  around  the  world,  h 
reminded  party  leaders  in  a  key  ec 
nomic  address.  "How  is  it  that 
cannot  have  10,000  men,  if  we  ne(j 
them,  to  produce  lumber  for  our  devc 
opment  in  Siberia?  Women,  too,  < 
course,"  added  the  bearded  champio 
of  affirmative  action.—  J.F. 


c  :; 


twice  its  value  on  the  world  market. 
That's  enough  to  keep  Cuba  afloat,  but 
not  much  more.  The  Soviet  Union  may 
have  some  problems  supplying  Cuba  if, 
as  many  believe,  it  starts  having  some  oil 
shortages  after  1985. 

"We  cannot  conceive  ambitious 
plans,"  Castro  has  told  his  comrades. 


"We  are  in  a  terrible  world  crisis, 
course,  much  of  it  is  his  own  fault:  t 
ing  to  communism,-  driving  out  his  r 
ambitious  citizens;  killing  incenti 
cutting  himself  off  from  his  major  i 
kets  in  the  West.  What  he  and  the  o 
rades  cannot  admit  is  that  their  theo 
is  the  heart  of  the  problem.  ■ 


Its  no  secret  the  government's  military  sah 
lites  spy  on  our  enemies.  But  since  when  a 
American  businesses  our  enemies? 


Big  brother 
strikes  again 


By  Allan  Sloan 


No  one  in  Washington  likes  to 
talk  about  U.S.  military  satellites, 
on  or  off  the  record.  National  se- 
curity, you  understand.  About  all  most 
people  know  is  that  satellite  cameras 
take  fabulously  detailed  pictures  of 
things  around  the  world  that  affect 
American  interests — troop  movements, 
missile-launching  sites,  that  sort  of 
thing.  Forbes  has  learned,  however,  that 
U.S.  military  satellites  are  not  only 
watching  Russians — they're  watching 
us,  too.  The  same  supersecret  technology 
that  takes  pictures  so  detailed  that  photo 
analysts  can  tell  when  the  Russian  corn 
crop  has  blight  or  when  a  Russian  tank 
force  shows  up  on  the  Iranian  border  is 
also  photographing  American  industrial 
plants.  Some  of  the  photos  are  routinely 
turned  over  to  government  agencies, 
from  the  U.S.  Geological  Survey  to  the 
Environmental  Protection  Agency,  pro- 


vided that  civilians  who  come  near 
pictures  have  top-secret  security  clt 
ances  and  vow  not  to  discuss  the  pictu 
with  anyone  who  is  unclassified. 

At  present,  this  sharing  of  informat 
between  defense  and  civilian  agencie 
less  sinister  than  silly — another  insta 
of  bureaucratic  clumsiness,  of  well-int 
tioned  people  doing  what  comes  natu 
ly.  But  left  unchallenged  it  has  potcn 
for. serious  mischief,  as  one  compa 
Dow  Chemical,  has  already  learned. 

It's  not  clear  why  the  military  ta 
pictures  of  the  U.S.,  though  it  is  proba 
for  practice  and  to  compare  Russia's 
cihties  to  America's.  The  pictures,  sc 
from  satellites,  others  from  reconns 
sance  planes  flying  missions  over 
U.S.,  pass  from  military  to  civilian  hai 
at  meetings  of  the  Committee  for  C 
Applications  of  Classified  Overhead  Pi 
tography  of  the  U.S.  The  committ 
formed  in  1976  to  prevent  abuse  of  cl 
sified  military  photographs,  is  so  obsc 
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I  people  know  it  exists.  It  consists  of 
die-level  civil  servants  from  seven 
pcies,  with  military  people  sitting  in. 

EPA's  man  on  the  committee,  Al- 

Trakowski,  a  retired  Air  Force  lieu- 
pit  colonel,  has  sworn  the  committee 
n  secret  that  even  its  members'  idea- 
's are  a  matter  of  national  security, 
.it  the  committee's  chairman,  Roy 
mam  of  the  Geological  Survey,  sees 
Igs  differently,  and  freely  discussed 
committee  during  a  recent  interview 
is  office  in  Reston,  Va.  If  Fordham  is 
perspook,  he  hides  it  well.  He  wore  a 
'with  flowers  on  it  and  plaid  double- 
:  trousers,  and  talked  happily  about 

technology  of  mapmaking.  He's  a 
stry  graduate  of  Syracuse  Universi- 
•hardly  the  Ivy  League  type  the  CIA 
amous  for.  Fordham  said  that  for 
's,  to  save  on  photo  costs,  the  Geo- 
cal  Survey  got  mapmaking  pictures 
a  the  military's  reconnaissance 
nts  over  the  U.S. — practice  missions, 
says.  The  committee,  formed  at  the 
lestion  of  the  Rockefeller  Commis- 
:  that  investigated  the  CIA  in  1975, 
le  the  informal  arrangement  a  formal 
and  brought  in  other  agencies.  Ford- 
i  refused  to  discuss  satellites,  citing 
onal  security.  But  the  committee  has 
■n  members,  each  of  whom,  of 
rse,  has  subordinates  and  superiors, 
lo  the  military  people.  With  all  those 
pie  in  the  know,  it's  no  secret  that 
[Civil  Applications  Committee  gets 
llite  photos  thai  have  been  sanitized 
>bscure  the  location  and  capabilities 
le  satellites  that  took  them, 
he  EPA  has  used  military  satellite 
ures  to  monitor  civilian  industries. 
:  agency  also  takes  its  own  enormous- 
etailed  pictures  of  U.S.  industrial  fa- 
ics.  These  practices  would  still  be 
let  had  the  EPA  not  messed  with 
v,  one  ot  the  nation's  most  feisty  and 
spoken  companies.  During  the  Viet- 
l  War,  Dow  made  napalm  and  Agent 
jnge  because  the  government  asked  it 
[Three  years  ago,  it  cut  off  its  corpo- 

contnbutions  to  Central  Michigan 
'versity  after  CMU  students  paid  fane- 
da  $3,000  for  a  campus  speech  de- 
ncing  business. 

|ow  has  been  fighting  with  the  EPA 
['ears  over  pollution  from  the  generat- 
plants  that  produce  electricity  and 
cess  steam  for  the  huge  Dow  chemi- 
bpmplex  in  its  hometown  of  Midland, 
h.  Dow  had  planned  to  close  its  gen- 
prs  in  1975  and  use  nuclear  energy 
n  two  plants  Consumers  Power  Co.  is 
ding  across  the  Tittabawassee  River 
n  the  chemical  complex.  But  the  nu- 
r  plants  have  turned  into  a  nightmare 
the  power  company  and  are  now 
:duled  tor  a  1984  startup — provided 
isumers  can  get  financing  to  com- 
e  them.  While  Consumers  struggles, 
v  runs  its  obsolescent,  admittedly 
y  generators  and  battles  the  EPA  and 


the  State  of  Michigan's  clean-air  people 

In  February  1978,  after  Dow  refused  to 
let  an  EPA  team  make  a  second  trip 
through  its  powerhouses,  the  EPA  retali- 
ated by  hiring  the  Abrams  Aerial  Survey 
Co.  of  Lansing,  Mich,  to  photograph  the 
power  plants.  Abrams  got  some  chemical 
plants  in  its  photographs,  in  such  great 
detail  that  Dow  claims  trade  secrets 
could  be  stolen  if  the  pictures,  which  are 
subject  to  access  by  others  under  the 
Freedom  of  Information  Act,  made  then- 
way  into  the  wrong  hands.  A  month 
after  the  flight,  Dow  sued  in  federal  court 
in  nearby  Bay  City,  Mich.,  going  on  the 
offensive  for  a  change  against  the  EPA. 
Dow  says  it  offered  to  drop  the  suit  if  the 
EPA  surrendered  the  pictures  of  the 
chemical  facilities  and  kept  only  the 
power  plant  pictures.  The  EPA's  lawyer 
doesn't  remember  it  that  way.  In  any 
case,  the  suit  proceeded.  The  judge  in 
Bay  City  impounded  the  pictures — 
which  are  vastly  more  detailed  than  the 
one  below — and  Dow  kept  prodding  the 
EPA.  Because  Bay  City  is  out  of  the  way, 


A  Dow  photo  of  its  Midland  complex 


The  EPA's  are  sharper — to  a  fault. 

and  pretrial  proceedings  are  usually  dull, 
few  people  other  than  lawyers  have  read 
the  depositions  taken  by  Dow  from  EPA 
employees. 

The  depositions  provide  all  anyone 
needs  to  find  people  who  will  confirm — 
off  the  record,  of  course,  so  as  not  to 
jeopardize  security  clearances — that  the 
EPA  gets  military  satellite  pictures. 

The  depositions  on  file  in  Bay  City, 
confusing  and  conflicting  as  they  are, 
show  the  EPA  blundered  into  its  latest 
battle  with  Dow.  The  EPA  bureaucrat 
who  ordered  the  pictures  thought  his 
boss  wanted  them,  even  though  the  pic- 
tures had  nothing  to  do  with  enforce- 
ment actions  against  Dow.  The  boss 
doesn't  remember  asking  that  Dow  be 
overflown,  but  does  recall  he  was  so 
pleased  with  the  pictures  that  he  dis- 
played one  in  his  office.  Dow  found  out 
about  the  EPA's  snooping  only  because 


Abrams  Aerial  does  work  for  Dow,  and 
told  the  company  about  the  overflight. 

The  depositions  and  Freedom  of  Infor- 
mation Act  cases  brought  against  the 
EPA  as  a  result  of  the  Dow  suit  show  that 
the  EPA,  which  boasts  that  its  pictures 
are  at  least  as  good  as  military  reconnais- 
sance photos,  has  photographed  dozens 
of  industrial  facilities,  some  apparently 
in  enough  detail  to  allow  trade  secrets  to 
be  derived  from  the  pictures.  Why  did 
the  EPA  take  them-1  Because  the  technol- 
ogy is  there,  and  so  are  the  EPA  people  to 
use  it. 

The  EPA  runs  a  surveillance  operation 
of  its  own  based  in  Las  Vegas,  and  devel- 
ops pictures  in  borrowed  space  at  a  semi- 
classified  military  facility,  Vint  Hill 
Farms,  near  Warrenton,  Va.  The  EPA  is 
the  only  civilian  agency  there.  The  Las 
Vegas  operation  started  in  1959  to  track 
fallout  from  atom  bomb  tests,  and  was 
absorbed  by  the  EPA  when  the  agency 
was  founded  in  1971.  The  aerial  photog- 
raphy missions,  flown  by  military  pilots 
through  1979,  began  with  pictures  of  oil 
slicks,  but  evolved  into  high-resolution 
picture-taking  of  individual  facilities, 
too.  One  EPA  man,  David  McNelis,  im- 
plied in  his  deposition  that  some  EPA 
pictures  make  their  way  to  the  CIA, 
which  is  barred  from  operating  inside 
the  U.S.  "With  the  CIA,  or  any  agency  of 
the  U.S.  government,  we  would  ex- 
change technology  at  any  opportunity 
we  have,"  McNehs  testified.  He  refused 
to  discuss  specific  exchanges.  Another 
EPA  man  said  enforcement  actions  have 
been  taken  as  the  result  of  pictures  ob- 
tained through  the  Civil  Applications 
Committee,  but  refused  to  be  specific. 
Because  many  of  the  EPA  people  engaged 
in  surveillance  have  military  or  CIA 
backgrounds,  it's  easy  to  see  how  infor- 
mation might  pass  among  the  EPA,  CIA 
and  the  military,  outside  any  committee, 
without  leaving  a  paper  trail  to  trace. 

Stephen  Gage,  an  EPA  assistant  ad- 
ministrator, does  not  rule  out  the  possi- 
bility that  EPA  and  CIA  people  talk  to 
each  other  outside  formal  channels.  "It's 
an  old-boy  network,"  he  said.  Gage  in- 
sisted he  had  no  idea,  until  the  Dow  suit, 
that  EPA's  pictures  could  be  exposing 
company  secrets.  "The  last  thing  we'd 
want  to  do  is  naively  make  trade  secrets 
available,"  he  said. 

Sophisticated  aerial  pictures  may  stop 
some  pollution  here  and  there,  but  at 
what  price"  Maybe  there  was  a  reason 
to  take  pictures  of  Dow's  complex, 
though  no  legitimate  one  comes  to 
mind.  But  why  take  tremendously  de- 
tailed pictures  from  just  1,200  feet  up? 
Why  take  detailed  pictures  of  dozens — if 
not  hundreds — of  facilities  that  aren't 
even  the  subject  of  enforcement  action? 
"My  suspicion,"  says  Stephen  Gage,  "is 
that  the  use  ot  this  detailed  photo  equip- 
ment is  overkill." 

That's  putting  it  mildly.  ■ 
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Reflections  on  what  the  current  difficulty  in 
borrowing  portends  for  U.S.  business. 

is  desperation 
the  mother  of 
invention? 


■ 


NO  LESS  THAN  THE  LENGTH  of  Wom- 
en's skirts  or  the  width  of  men's 
neckties,  finance  goes  by  fashion. 
Take  dividends.  In  the  Sixties  it  was 
fashionable  to  pay  low  dividends  or  none 
at  all  and  plow  profits  back.  People  ar- 
gued like  this:  Most  investors  were  just 
middlemen  for  the  tax  collector  so  far  as 
dividends  were  concerned.  Growth  was 
the  thing.  Synergy.  Dividends  were  for 
old  ladies.  Then  came  the  sober  Seven- 
ties. Companies  began  to  raise  their  divi- 
dends and  boast  how  often  they  did  so. 
People  began  buying  stocks  for  yield 
once  more. 

Can  the  pendulum  be  swinging  back 
again?  If  necessity  is  the  mother  of  im- 
provisation, it  may  well  be.  "I  would  be 
more  worried  about  a  company  that  is 
paying  out  too  much  in  dividends  than 
one  that  isn't  paying  out  enough,"  says 
Roger  B.  Smith,  the  General  Motors  ex- 
ecutive vice  president  who  is  expected  to 
succeed  Thomas  A.  Murphy  as  GM 
chairman  sometime  this  year.  Does  this 
mean  that  GM  stockholders  are  due  to 
get  lower  dividends  in  the  Eighties  than 
they  received  in  the  Seventies?  Judge  for 
yourselves:  In  the  Seventies,  General 
Motors  could  have  covered  most  of  its 
capital  spending  out  of  its  depreciation. 
Aside  from  the  need  for  adding  to  work- 
ing capital,  GM  was  free  to  pay  out  a  big 
chunk  of  its  ample  earnings  in  dividends,- 
over  the  past  decade  it  normally  paid  out 
55%.  Hindsight  isn't  much  help  in  man- 
aging corporate  affairs,  but,  in  hindsight, 
GM  management  probably  paid  out  too 
much.  For  while  it  was  paying  out  fat 
dividends,  events  in  Libya,  Saudi  Arabia 
and  Iran  were  obsoleting  much  of  GM's 
plants  and  product  lines. 

Chairman  Murphy  says  that  GM  plans 
to  spend  at  least  $38  billion  here  and 
abroad  on  capital  projects  between  now 
and  1985.  That's  almost  half  again  as 
much  as  it  spent  in  the  preceding  ten 
years.  Murphy  says  the  $38  billion  figure 
includes  little  discretionary  spending — 
no  matter  what  happens  to  GM's  car 
sales,  which  have  been  slumping  badly,  or 
to  the  overall  economy  and  the  nation's 
capital  markets.  "Most  of  what  we  will 
spend  is  for  things  we  have  to  do  if  we're 


going  to  satisfy  the  market,"  he  says 
Because  it  is  so  financially  strong, 
will  at  least  have  a  good  chance  to  dj 
this  and  still  avoid  cutting  its  refl 
dividend,  which,  at  $4.60  a  shar 
hardly  skimpy.  But  rich  as  it  is,  G 
not  likely  to  pay  out  well  over  half 
earnings  in  the  Eighties  as  it  did  in 
Seventies — unless  circumstances  ch; 
radically. 

For  companies  in  the  midst  of  a  ca| 
expansion  program  who  lack  GM's  I 
cash  flow,  the  current  chaos  in  the  c| 
omy  is  particularly  trying.  "Three  yi 
ago  we  started  on  a  massive  $2.7  bill 
five-year  capital  expansion  progn; 


Capital  punishment 


The  chart  below  tracks  the  sources  of  new  capital  in  curren 
dollars  for  nonfinancial  U.S.  corporations  since  World  War  D 
Because  of  inflation,  there  is  less  help  than  meets  the  eye  ii 
the  apparent  surge  in  depreciation  cash  and  retained  earnings 
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s  Robert  Flowerree,  chairman  of 
nrgia-Pacific,  the  big  forest  products 
iicern.  "We  don't  have  all  the  money 
need  committed  to  finish."  G-P  has 
shed  its  capital  spending  plans  for  this 
r  by  approximately  25% .  "We  are  put- 
-off a  lot  of  things,  even  small  things 
I  a  $500,000  expenditure  to  upgrade  a 
ging  yard,  for  example,  or  a  new  lift 
ck,"  says  Flowerree. 
j-P  had  planned  to  raise  $150  million 
s  year  by  issuing  long-term  debt  but, 
s  Harry  Kane,  G-P's  executive  vice 
<sident  for  finance,  "that  is  a  tough 
Irket  right  now,  so  rather  than  take 
i  risk  we  got  a  revolving  line  of  bank 


credit  to  back  us  up  in  case  we  can't  go 
the  senior  debt  route  later.  It  is  a  very  sad 
thing  for  someone  with  an  ongoing  cap- 
ital spending  program  like  ours  to  have  it 
disrupted  when  the  game  changes.  We 
are  buying  time." 

In  a  sense,  G-P  has  an  alternative  that 
GM  lacks.  For  GM,  spending  heavily  to 
redo  its  product  line  is  a  matter  of  life  or 
death.  For  Georgia-Pacific  the  additional 
capital  spending  is  less  urgent.  Still,  no 
management  likes  to  lose  potential  mar- 
ket share  for  lack  of  capacity,  or  to  lose 
profits  from  failing  to  use  the  most  mod- 
ern equipment.  G-P's  dividend  has  virtu- 
ally trebled  in  the  last  decade,  so  share- 


holders are  hardly  suffering.  But  future 
dividend  increases  will  have  to  be  care- 
fully weighed  against  possible  alternative 
uses  for  money. 

As  far  as  raising  capital  is  concerned, 
the  public  utilities  have  the  worst  of  all 
possible  worlds.  GM  can  finance  itself, 
Georgia-Pacific  can  postpone  what  it 
cannot  finance.  Utilities  have  been  par- 
ticularly hard  hit  by  the  collapse  of  the 
bond  market,  low  stock  prices  and  soar- 
ing interest  rates,  since  they  finance 
about  60%  of  their  construction  needs 
from  outside  money.  All  but  the  highest- 
credit  borrowers  have  had  to  substitute 
equities  or  shorten  maturities. 

Public  Service  Co.  of  Colorado  Presi- 
dent and  CEO  Richard  F.  Walker  ex- 
plains the  bind  utilities  find  themselves 
in:  "We  really  can't  wait  for  the  right 
time  to  go  to  the  market  because  of  the 
long  lead  times  on  our  projects,  and  as  a 
public  utility  we  just  can't  decide  to  go 
out  of  business." 

"They  can't  stay  in  the  banks  that  long 
because  there's  next  year's  program  fol- 
lowing on,"  says  Robert  H.B.  Baldwin, 
president  of  Morgan  Stanley  &  Co.  "So 
you  see  the  public  utilities  going  ahead 
with  their  debt  financing — with  their 
preferred  and  with  their  common 
stocks — as  costly  as  that  may  be." 

The  airlines,  like  the  utilities,  are  con- 
fronted with  capital  requirements  that 
cannot  be  delayed.  A  recent  report  by  the 
Air  Transport  Association  of  America 
estimates  that  the  airlines  will  need  $87 
billion  in  the  1980s  to  replace  aircraft 
obsolete,  in  large  part,  because  they  use 
too  much  fuel. 

In  one  sense,  the  nation's  airlines  are 
even  worse  off  than  the  public  utilities 
because  many  airlines  lack  the  consis- 
tent profits  and  the  fairly  steady  and 
dependable  demand  that  the  utilities  en- 
joy. So  look  for  more  of  the  same — 
skimpy  dividends  and  heavily  leveraged 
balance  sheets — in  this  industry  well 
into  the  Eighties. 

If  giant  airlines  and  quasi-public  utility 
firms  are  going  to  have  trouble  raising 
capital,  what  about  smaller,  more  mar- 
ginal companies.  What  can  they  do? 

Recently  Forbes  sat  down  with  Lewis 
Bernard,  Morgan  Stanley's  director  of 
corporate  finance,  to  discuss  ways  in 
which  companies  can  raise  cash  in  this 
inflationary-recessionary  environment. 
Herewith,  Bernard's  suggestions: 

•  Use  the  Euromarket.  When  Euro- 
dollars are  available,  they  often  represent 
a  better  value  in  terms  of  the  cost  of 
money  than  borrowing  in  domestic  mar- 
kets. This  is  because  of  the  current  at- 
tractiveness of  high  U.S.  interest  rates  to 
European  investors.  A  second  advantage 
the  Euromarket  has  is  its  relatively  fast 
time  frame:  You  can  often  get  a  commit- 
ment within  48  hours,  whereas  going 
into  registration  with  the  SEC  may  re- 
quire two  weeks. 


Sale  of  new  stock,  traditionally  a  minor  source  of  capital  for 
going  businesses,  is  especially  unappealing  when  stock  prices 
are  low.  New  debt,  increasingly  important  in  recent  years, 
is  now  more  costly  than  ever — and  for  some,  hard  to  find. 
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•  Jump  into  domestic  windows.  It 

you  have  the  paperwork  on  hand,  it  is 
possible  to  take  advantage  of  short-term 
rallies  m  the  domestic  bond  markets. 
"For  instance,"  says  Bernard,  "we  were 
able  to  issue  a  3-year  note  for  Wells  Fargo 
in  just  71  hours  from  registration.  They 
had  issued  another  3-year  note  last  Janu- 
ary, so  they  had  a  current  document  with 
us.  A  prudent  chief  financial  officer 
should  have  all  the  paperwork  ready. 

•  Borrow  overseas.  Selling  debt  in 
hard  foreign  currencies — like  Swiss 
francs  and  deutsche  marks — can  he  very 
attractive  if  you're  willing  to  take  the 
currency  exposure.  Companies  that  are 
largely  multinational  in  nature  can  find 
real  bargains — sometimes  as  high  as  300 
to  400  basis  points  below  domestic 
rates — by  carefully  playing  the  central 
bank  differentials. 

•  Divestiture.  When  the  capital 
crunch  comes,  a  lot  of  companies  go 
through  their  portfolios  and  decide  to  sell 
off  companies  that  are  doing  well,  but 
which  may  be  peripheral  to  their  main 
business 

•  Sell  equity.  "Nobody  likes  to  sell 
equity,"  Bernard  observes,  "but  some- 
times a  convertible  issue  makes  a  lot  of 
sense  for  marginal  companies  caught  in  a 
recessionary  squeeze."  Convertible  is- 
sues are  a  way  of  selling  equity  on  far 
better  terms  than  in  the  straight  equity 
market.  And  convertibles  are  an  easy 
way  to  increase  the  equity  base — which 
allows  you  to  take  on  more  debt  later  on. 

•  Leverage  leases.  For  companies 
with  a  marginal  credit  rating  and  high 
capital  equipment  needs,  this  form  of 
tax-onented,  secured-assets  financing 
provides  some  powerful  advantages. 
How  does  it  work?  "Take  an  airline  that 
needs  a  plane  costing  SIS  million,"  illus- 
trates Bernard.  "It  can't  afford  the  plane, 
so  it  agrees  to  lease  from  a  group  of 
institutions,  which  put  up  one-third  of 
the  purchase  price.  The  group  then  turns 
around  and  finances  the  balance  of  the 
price  through  a  private  placement  of  pa- 
per. To  an  airline,  which  can't  use  the 
full  tax  credit  or  accelerated  depreciation 
on  the  aircraft,  the  lease  rate — usually 
just  enough  to  cover  debt  service  and 
provide  a  modest  cash  return  to  the  les- 
sors— may  be  300  to  400  basis  points  less 
than  the  cost  of  straight  debt.  Mean- 
while, the  noteholders  get  the  advantage 
of  the  tax  credit  and  depreciation — plus 
the  residual  value  of  the  aircraft  follow- 
ing the  expiration  of  the  lease."  The  in- 
vestors get  the  tax  breaks,  while  the  air- 
line gets  the  use  of  the  plane  without 
having  to  put  up  cash. 

•  Mortgage  the  farm.  Securing  real 
estate  often  works  when  other  tactics 
fail.  "We  recently  did  a  30-year  mortgage 
where  the  principal  credit  was  the  lease 
on  one  of  the  largest  office  buildings  in 
Houston,"  says  Bernard.  "The  company 
was  a  gas  utility  that  could  not  have 
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borrowed  for  longer  than  12  years  be- 
cause its  reserves  were  not  guaranteed 
beyond  then  Yet,  a  mortgager  happily 
gave  them  money  for  30  years  on  the  real 
estate." 

•  Issue  at  a  discount.  A  low-coupon 
bond  can  be  placed  privately  at  a  deep 
discount  from  face  value.  It  is  a  way  of 
meeting  a  cash  requirement  without  ex- 
cessive debt  service  on  the  balance  sheet. 

•  Sell  off  assets.  As  a  final  resort, 
cash-hungry  companies  may  simply 
have  to  carve  up  their  balance  sheets  by 
stripping  assets.  Sellables  include  ac- 
counts receivable,  coal  and  oil  inven- 
tories (as  one  utility  was  forced  to  liqui- 
date), land,  buildings  and  inventories. 
"Of  course,"  Bernard  concludes  some- 
what ironically,  "this  kind  of  sclloff 
would  undermine  a  company's  future 
creditworthiness." 

If  there's  a  company  left. 


Says  Tom  Clausen  of  Bank- 
America,  "Can  I  live  with  one 
arm?  Yes.  Would  I  be  better  off 
with  two  arms?  Yes.  And  simi- 
larly the  V.S.  would  be  better 
off  with  a  bond  market/* 


Some  nourish  the  hope,  against  all  evi- 
dence, that  the  whole  crisis  will  go  away. 
Is  this  a  near-term  live  possibility-1  Not 
according  to  Dr.  Albert  M.  Woimlower, 
First  Boston  Corp.'s  savvy  managing  di- 
rector: "Inflation  and  its  unwelcome  fi- 
nancial repercussions  are  here  to  stay," 
he  says — at  least  through  the  decade. 

If  Wojnilower  is  right,  it  will  be  diffi- 
cult for  the  long-term  bond  market  to 
function  efficiently.  Europe  has,  effec- 
tively, lacked  such  a  market  for  decades. 
Can  the  U.S.  get  along  without  one?  An- 
swers A.W.  (Tom)  Clausen,  BankAmer- 
lca  Corp.'s  president  and  CEO,  that  is 
like  asking,  "Can  I  live  with  one  arm? 
Yes,  I  can  live  with  one  arm.  Would  I  be 
better  off  with  two  arms:  Yes,  and  simi- 
larly the  U.S.  economy  would  be  better 
off  with  a  bond  market."  But  to  First 
Boston's  Woimlower:  "While  the  shriv- 
eling of  the  fixed-rate  long-term  bond 
market  is  unfortunate,  it  is  by  no  means 
catastrophic." 

In  a  fascinating  paper  entitled  "How 
Will  American  Business  Finance  Itself  in 
1990?"  Wojnilower  argues  persuasively 
that  for  many  firms  needing  outside 
funds,  "Necessity  will  be  mothering  a 
large  variety  of  new  financial  instrument 
mutations  of  uncertain  staying  power. 
Markets  will  continue  to  operate  on  very 
short  horizons  and  become  more  in- 
tensely speculative;  as  a  result,  sobering 
liquidity  crises  and  defaults  will  occur 
more  often  Fixed-rate  long-term  bonds 
and  mortgages  will  lose  their  predomi- 
nance as  the  staples  of  senior  debt,  their 
place  to  be  taken  by  shorter-term  float- 


ing rate  arrangements,  with  banks  i 
government  playing  larger,  and  insti 
tional  investors  smaller,  roles  as  lend 
and  guarantors.  Equity  finance  is  Lik 
to  become  more  prominent,  with  fore] 
sources  playing  a  growing  role." 

Can  anything  now  on  the  horizon  ti 
the  situation  around?  A.  Gary  Shillinj 
New  York  economist  who  heads  his  o 
firm,  believes  that  only  a  severe  rec 
sion  will  restore  order  to  the  capital  m 
kets  necessary  to  finance  capital  spei 
ing.  "I  think  the  first  thing  that  has 
happen  is  some  kind  of  break.  We  tin 
a  deep  recession  with  serious  financ 
difficulties,"  says  Shilling.  "I'm  not  usi 
the  word  'depression'  because  that's 
loaded  word,  but  that's  exactly  what 
Is."  That  kind  of  thinking,  though,  dra' 
a  heated  reply  from  GM's  Tom  Murpl 
He  tears  that  excessive  saving  by  corpoj 
tions  and  households  could  throw  us  iri 
a  slump  we  can't  get  out  of.  "We  havej 
be  careful  that  we  don't  overcorreel 
warns  Murphy.  Sure  we  have  to  mvcl 
and  save  more,  he  says,  "but  unless  thti 
is  strong  consumption  on  the  other  sic 
we  are  going  to  have  problems."  Indd 
ing  a  severe  recession  to  curb  inflation 
"like  throwing  the  baby  out  with  t 
bath  water,"  Murphy  says. 

What  economists  like  Shilling  ai 
businessmen  like  Murphy  do  agree  oni 
the  need  for  a  sharp  curb  in  governme 
spending.  If  the  government  reaction  t<] 
recession  is  a  new  round  of  New  Do 
stimuli,  inflation  will  again  skyrocket. 

What  it  all  boils  down  to,  then,  is  tlu 
answers  to  the  big  questions  facing  bus 
ness  are  political  rather  than  econom 
or  managerial.  Which  way  will  Congre 
go?  Toward  more  incentives  for  savii 
and  investing?  Or  will  Congress  fall  bac 
on  the  old  populist  cliches  which,  in  tl 
current  American  context,  simply  i 
volve  the  society  in  consuming  accum 
lated  capital  to  feed  consumption? 
could  go  either  way. 

The  real  decisions  rest  with  the  ele: 
torate  and  its  leaders;  there  are  fe 
buttons  that  businessmen  can  push 
enrich  their  investible  cash  flow.  One 
the  few  is  the  dividend  button.  Mo; 
and  more  boards  of  directors  will  ha\ 
to  ask  themselves:  Should  we  hold  div 
dends  down  or  should  we  cut  back  c 
modernization?  Morgan  Stanley's  Lew 
Bernard  argues  that  cutting  dividem 
should  be  a  last  resort.  "The  eliminatic 
of  the  dividend,"  says  he,  "is  an  e: 
treme  step,  one  that  suggests  the  com 
pany  is  near  disaster."  On  the  oths 
hand,  Henry  Singleton  of  Teledyne  d< 
cided  more  than  two  decades  ago  th; 
he  could  reinvest  his  profits  better  tha 
his  shareholders  could  and  so  he  suit 
bornly  refused  to  pay  any  cash  dividenc 
at  all.  Despite  this,  Teledyne  has  beeni 
brilliant  performer  in  the  stock  markt 
for  more  than  five  years  now.  Is  TeU 
dyne  the  wave  of  the  future?  ■ 
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Once  you  know  the  story  behind  them, 
you  II  know  why  so  many  Americans 
are  purchasing  them. 


The  Gold  Coins  of  Mexico  are  official  restrikes  of  the  gov 
emment  of  Mexico,  minted  by  the  Casa  de.  Moneda  de 
Mexico,  the  oldest  mint  in  the  western  hemisphere,  es 
tablished  in  1535.  Exclusively  minted  for  the  Mexican 
Federal  Reserve  Bank,  Banco  de  Mexico,  The  Gold 
Coins  of  Mexico  have  enjoyed  a  fine  reputation 
throughout  the  world  for  many  years. 

Now,.  Americans  who  have  made  the  de- 
cision to  purchase  gold  coins  have  the  op- 
portunity to  acquire  The  Gold  Coins  of  Mexico 
in  the  United  States  at  the  following  banks:  Citi- 
bank,  Swiss  Bank  Corporation  and  Republic  Na- 
tional Bank  of  New  York! 

-   The  Gold  Coins  of  Mexico  not  only  provide  the  con- 
venience, portability  and  liquidity  of  owning  gold  in  coin 
form,  but  they  also  offer  more  alternative  choices 
for  purchasers.  Mexico's  50  peso  gold  piece, 
more  commonly  known  as  the  "Cente 
nario"  is  the  heaviest  of  all  high  circula 
tion  gold  bullion  coins  in  the  world- 
boasting  a  high  gold  content  of  1 .2057  troy 
ounces.  The  "Azteca,"  Mexico's  20  peso  gold 
piece,  features  a  .4823  troy  ounce  gold  content 
for  purchase  on  a  small  scale.  A  variety  of  Mexi- 
can gold  coins  of  smaller  denominations 


ACTUAL  SIZE 


THE 
GOLD  COINS 
OF 
MEXICO 


are  also  available. 

Many  people  consider  the  value  and  purchasing  power  of 
gold  as  an  alternative  hedge  against  inflation.  Of 
course,  the  decision  to  own  gold  is.a  highly  personal 
one  in  which  risks  and  advantages  should  be  care- 
fully considered  in  light  of  ones  specific  financial 
and  investment  goals.  Since  gold  is  a  commod- 
ity, its  value  is  subject  to  continual  market 
fluctuations. 

Over  the  years,  The  Gold  Coins  of  Mexico 
have  become  among  the  most  popular  gold  bul- 
lion coins  in  the  world.  Due  to  the  careful  crafts- 
manship of  Casa  de  Moneda  de  Mexico  and  the  wide 
distribution  of  these  coins,  you  can  usually  avoid  the 
cost  and  delay  of  determining  their  authenticity  upon  re- 
sale. As  with  all  gold  coins,  your  purchase  pnce  in- 
cludes a  premium  above  the  then  current  market 
price  of  gold  bullion  to  cover  minting  and 
distribution.  Furthermore,  purchases 
may  be  subject  to  state  and  locahaxes 
Call  any  of  the  following  toll-free  num- 
bers for  up-to-the-minute  prices.  For  additional 
literature,  write:  The  Gold  Coins  of  Mexico.  Infor- 
mation Center,  Grand  Central  Station,'  HO.  Box 
1812,  New  York,  NY.  10017  :M 


The  Gold  Coins  of  Mexico  are  exclusively  supplied  to:  '^mMH' 

litibank,  NJL  800-223-1080   Swiss  Bank  Corporation  800-221-9406   Republic  National  Bank  of  New  York  800-223-0840 

Y  State  call  collect:  212-559-6041         MY.  State  call  collect:  212-938-3929  MY.  State  call  collect.  212-930-6338 

The  Gold  Coins  of  Mexico  are  also  available  at  coin  dealers  plus  selected  banks  throughout  the  country. 
The  Gold  Coins  of  Mexico  is  a  Service  Mark  of  Banco  de  Mexico,  Mexico  City. 


The  long-awaited  coal  boom  is  still  on  the 
come,  but  Island  Creek  hasn 't  been  sitting  idle. 

What  did  you  do 
during  the  hard 
times,  Grandpa? 


By  James  Cook 

If  you're  in  the  coal  business,  what 
do  you  do  while  you  wait  for  coal's 
new  golden  age-  More  particularly, 
what  do  you  do  when  your  coal  company 
is  part  of  Occidental  Petroleum  and  you 
have  the  good  Dr.  Armand  Hammer 
looking  over  your  shoulder-'  You  try 
harder. 

Stonie  Barker  [r.,  54,  a  West  Virginia- 
born  mining  engineer,  is  certainly  trying 
harder.  In  the  ten  years  since  he  took 
over  as  president  of  Occidental's  Island 
Creek  Coal,  the  U.S.'  fourth-largest  coal 
producer,  Barker  has  suffered  through 
many  a  disappointment.  The  boom 
didn't  come  when  it  was  supposed  to  in 
the  early  Seventies — before  OPEC  quin- 
tupled the  oil  price — and  it  didn't  come 
after,  when  coal  seemed  to  have  a  deci- 
sive competitive  price  advantage.  Last 
year,  Island  Creek  produced  20  million 
tons,  10%  less  than  it  did  in  1972.  The 
whole  industry  is  sitting  on  100  million 
tons  of  excess  capacity. 

Barker,  however,  has  made  the  best  of 
a  bad  situation.  He  moved  quickly  to 
renegotiate  Island  Creek's  low-priced 
utility  contracts — as  Peabody  and  Con- 
solidation were  unable  to  do — and  so  the 
company  nonetheless  continued  to  do 
well,  even  though  declining  productivity, 
rising  costs  and  sagging  prices  ate  into 
its  returns  Island  Creek  earned  a  good 
$55  million  last  year,  well  below  the  rec- 
ord $131  million  of  1975,  but  well  above 
the  $4.4  million  Island  Creek  earned 
back  in  1971. 

Thus,  if  Island  Creek  is  not  exactly  a 
gold  nunc,  or  not  yet,  it's  a  good  money- 
maker all  the  same,  and  over  the  last  five 
or  six  years  Barker  has  diligently  contin- 
ued to  modernize  and  expand — to  the 
tune  of  over  $100  million  a  year.  But 
with  all  that  excess  capacity  around, 
Barker  and  Island  Creek's  chairman,  for- 
mer Senator  Albert  Gore,  have  had  to 
work  hard  to  find  new  markets  for  Island 
Creek's  output. 


By  and  large  they  have  succeeded.  The 
utility  demand  isn't  simply  for  steam 
coal  these  days,  but  for  low-sulfur  steam 
coal  capable  of  satisfying  the  EPA's  envi- 
ronmental standards.  So  Barker  has  been 
pushing  the  development  of  Island 
Creek's  extensive  (over  300  million  ton) 
low-sulfur  steam  coal  reserves  and  mov- 
ing increasing  quantities  of  low-sulfur 
metallurgical  (met)  coal  into  steam  coal 


Island  Creek's  stonie  Barker  Jr. 


Growing  new  markets  for  old  coals. 

markets.  In  the  old  days,  when  met  coal 
prices  commanded  price  premiums  over 
steam  coal,  which  was  a  drug  on  the 
market,  this  wasn't  economic,  but  OPEC 
set  off  a  revolution  in  energy  prices  that 
changed  all  that. 

At  the  same  time,  Island  Creek  has 
been  stepping  up  its  efforts  to  ship  into 
the  international  market.  Only  this  Feb- 
ruary, Island  Creek  signed  contracts  to 
deliver  200,000  tons  a  year  of  metallurgi- 
cal coal  to  Egypt  and  250,000  tons  to 
Italy.  Met  coal  has  always  moved  inter- 
nationally, but  for  the  first  time  Island 


Creek  is  beginning  to  find  overseas5 
kets  for  steam  coal  as  well.  Barke 
just  signed  a  300,000-ton-a-year  coj 
with  Rumania,  has  a  2  million-ton-a 
joint  mining  proiect  with  Rumar 
the  making  and  has  prospects  of 
contracts  with  countries  like  Franc 
Israel.  This  year,  Barker  expects  to  s 
million  tons  of  steam  coal  oversea 
Great  Britain  and  Rumania. 

Occidental  has  ambitions  of  built 
commercial-scale  50,000-barrel- 
oil-from-coal  plant  along  the  lin 
South  Africa's  coal  liquefaction  pla 
scheme  that  would  require  maybe  S 
lion  tons  of  Island  Creek  coal  a 
However,  that's  for  the  future.  It 
take  $4  billion  and  several  years  to 
if  the  feasibility  study  Occidents 
under  way  proves  out.  At  the  mo 
that's  beyond  Oxy's  means. 

Meanwhile,  Barker  is  moving  i 
with  a  scheme  for  marketing  a  r 
talked  of  but  largely  unimplementet 
cess  for  mixing  pulverized  coal  wit 
in  a  50-50  ratio  at  great  savings  tc 
consumer.  On  a  BTU  basis,  Barke 
ures,  a  ton  of  premium  coal  yiel< 
much  energy  as  five  barrels  of  oil] 
costs  half  as  much  as  the  equiv 
quantity  of  oil — about  $75  vs.  $150  fc 
This  is  no  pie-in-the-sky  scheme, 
cost  of  $3  million,  Island  Creek  is  b 
ing  a  mobile  coal-oil  mixing  plant  c 
ble  of  producing  27,000  barrels  a  day. 
mixture  can  be  burned  with  only  n 
modification  of  existing  combu; 
equipment.  Late  this  summer  Barke 
pects  to  set  up  the  plant  at  utility 
industrial  installations  around  the  c 
try  to  demonstrate  just  what  the  j 
can  do.  St.  Regis  Paper  Co.  has  air 
been  testing  a  coal-oil  mixture  a 
Jacksonville  paper  mill,  Florida  Pow 
Light  is  building  a  plant  of  its  own 
Florida  Power  Corp.  has  been  inters 
in  shifting  from  oil  to  a  coal-oil  mix 
if  the  process  works  as  well  as  Ba 
hopes.  In  his  more  optimistic  mnmi 
Barker  can  even  see  building  a  100, 
barrel-a-day  plant  at  tidewater  and  1 
ing  the  mixture  up  and  down  the 
and  Gulf  coasts.  Barker  figures  ther 
market  out  there  for  at  least  anothc 
million  tons  of  coal  a  year — over  3  ti 
Island  Creek's  current  production. 

For  all  this,  Island  Creek  operate 
only  70%  of  capacity  last  year,  and 
year  isn't  likely  to  be  much  better — j 
capacity  headed  for  30  million  ton: 
year-end,  33  million  by  1982.  "Nmet 
eighty  will  be  flat,"  Barker  says;  ' 
will  be  better,  and  beyond  that  I  thin! 
will  approach  the  profit  levels  we  ha 
'74  and  75."  That  would  make  his  h 
Armand  Hammer,  quite  happy.  That 
tra  $75  million  or  so  in  profits  wc 
work  out  to  something  like  $1  per  si 
for  parent  Oxy,  and  ought  to  do  so 
thing  for  Oxy's  almost  risible  price  e 
ings  ratio  of  3.  ■ 
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IT  S  BEEINf  CENTTURJES 
the  Vikings  stormed  out 
i  of  a  mist  at  the  Isle  of  Skye. 
1  But  there  are  mornings  still 
that  a  MacLeod 
walks  the  bluff. 
Just  to  make  sure. 


The  good  things  in  lifeN^^%:f%,; 
stay  that  way. 
Dewar's®  never  varies. 


.  Authentic.  % 

*s  The  Dewar  Highlander 
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"But  I  could  swear 
that  you  said 
levering  the  church." 


No,  no!  Not  levering  the  church.  Leader  in  research. ' 

Research,  you  see,  is  the  key  to  the  remarkable  growth. of :"  V-  '  f 
American  Hoechst.  The  people  we  recruit  and  the  dollars  we  invest 
reflect  the  corporation's  firm  belief  that  through  scientific  and 
technological  breakthroughs  we  can  constantly  improve  mankind's  ■ 
lot  on  this  planet. 

In  eight  laboratories,  from  Rhode  Island  to  California,  our  575 
research  and  development  people  are  involved  in  such  crucial  areas 
as  cancer  research,  crop  enhancement,  animal  health,  man-made 
fibers,  thermoplastics  and  food  preservatives,  sharing  interdisciplinary 
knowledge  and  experience  with  a  network  of  nearly  13,000  dedicated 
specialists  in  32  Hoechst  Group  research  centers  in  other  countries. 

Around  the  world  this  effort  costs  Hoechst  over  two  and  a  half 
million  dollars  every  working  day. 

When  you  think  of  it,  that's  a  lot  of  leverage. 


American  Hoechst.  Pronounced  success 


Transway's 
Going  Places! 


k 

01 


In  Marine  Transportation 


In  Trailer  Manufacturing 


In  Freight  Forwarding 


In  Liquefied  Petroleum  Gas 


Transway  has  made  a  commitment  to  innovation  and  leadership  in  each  of 
these  areas  of  transportation  and  distribution. 

That's  A  Sound  Concept  To  Invest  In 

Please  write  for  our  1979  Annual  Report.  Learn  about  our  investment  in  the 
future  and  how  it  has  helped  us  become  a  corporation  with  $884  million 
in  revenue  and  $332  million  in  total  assets. 


! 


■  nru 


Transway  international  Corporation 

747  Third  Avenue 
New  York.  New  York  10017 


ley're  dangerous,  uncomfortable,  and  not 
hat  you  expect  a  nice,  respectable  profes- 
onal  to  ride.  Indeed,  that  may  explain  why 
otorcycle  and  moped  sales  are  climbing. 


The  return 
of  the  two-wheeler 


messmen  on  two  wheels,  San  Francisco  's  Montgomery  Street  Motorcycle  Club 
t  really  becoming  transportation,  or  is  it  still  a  sport? 


By  Beth  Brophy 


|  y  day,  he  says  "open  wider"  and 
t  puts  fillings  in  teeth.  But  when 
™  day  is  done,  Sherman  Telis,  den- 
,  32,  shucks  his  white  coat,  climbs  on 
Suzuki  450-ST  and  slips  into  a  bit  of 
own  fantasy  life.  "As  I  ride  I  think 
ut  the  feel  of  the  wind,  the  trees,  the 
nery.  I  feel  in  control  of  my  life.  I  am 
osed,  at  the  mercy  of  my  own  m- 
icts,"  he  says.  "Sure,  some  of  my  pa- 
lts  might  be  taken  aback.  Some  of 
m  still  connect  motorcycles  to  Hell's 
^els,  tattooed  arms  and  leather  jack- 
,  But  I  like  breaking  out  of  my  image 
i  staid,  Washington,  D.C.  dentist." 
i  San  Francisco,  every  weekday 
rning,  advertising  executive  Tom 
1,  47,  adds  leather  gloves  and  crash 
met  to  his  business  outfit  and 
inces  five  miles  on  his  BMWTOOO  to 
graphic  design  studio.  "It's  easy  to 
k,  I  can't  drive  fast  downtown  in  a  car 


anymore  and,  anyway,  a  motorcycle  is  a 
thrill  at  any  speed."  Isn't  it  dangerous? 
"I'm  a  fatalist,"  Hall  says.  "I  figure  my 
name  is  in  a  little  black  book  somewhere 
with  a  date  already  written  in." 

In  Houston,  Gregory  Newman,  26,  a 
medical-film  producer,  commutes  on  his 
Honda  CX-500.  "I  can  park  next  to  the 
hospital,  not  five  blocks  away.  It's  a  darn 
good  way  to  wake  up  in  the  morning." 

This  year,  sales  of  motorized  two- 
wheelers — motorcycles,  mopeds  and 
scooters — are  expected  to  approach  1.6 
million,  a  record,  up  11%  from  1979  even 
as  automobile  sales  collapse.  New  regis- 
tration figures  for  motorcycles  in  January 
and  February,  the  latest  available,  total 
65,490,  48%  above  1979. 

Clearly,  something's  happening. 

The  easy  explanation  is  that  it  is  just  a 
fad,  the  panic  reaction  to  $1  30-a-gallon 
gasoline.  It's  possible  that  demographics 
also  account  for  some  of  it,  what  with 
the  huge  population  bulge  between  age 


20  and  30.  But  soaring  sales  of  "bikes" 
may  also  be  part  of  the  new  world  of  fun 
and  thrills,  from  skydiving  to  jogging, 
from  skiing  to  backpacking.  Modern 
man  in  his  air-conditioned  apartment 
and  office,  earning  his  living  with  a  tele- 
phone and  computer  terminal,  might  just 
be  using  that  $1.30  gas  as  an  excuse  to 
loust  with  danger.  After  all,  even  his 
automobile,  once  the  great  American 
symbol  of  freedom,  has  been  neutered 
with  the  passing  of  convertibles  and  the 
arrival  of  55  mph  speed  limits. 
It's  big  business. 

Motorcycles:  1.2  million  will  be  sold 
this  year,  says  the  Motorcycle  Industry 
Council,  priced  from  $1,500  to  $9,000. 
Mopeds:  360,000  sales  at  $400  to  $1,000 
each.  Scooters:  about  20,000  at  up  to 
$1,800  each.  Then  there  are  accesso- 
ries— $902  million  worth  in  1979,  says 
the  editor  oiMotorcyle  Dealemews,  which 
runs  trade  shows.  These  items  dress  up 
the  bike  and  the  rider — luggage  racks, 
saddlebags,  covers  for  engine  casings, 
jackets  and  helmets.  Says  Bill  Kniegge  of 
Bell  Helmets,  Inc.,  a  large  California 
manufacturer  and  a  subsidiary  of  Wynn's 
International:  "Our  business  is  growing 
at  a  faster  rate  than  the  cycle  industry 
and  we  expect  at  least  a  20%  increase 
this  year."  Bell  sells  300,000  motorsport 
helmets  a  year  at  an  average  retail  price 
of  close  to  $100,  and  in  1979  sold  80,000 
of  their  most  expensive  ($120)  model. 
"In  an  inflated  economy  consumers  go 
for  the  quality  goods,"  says  Kniegge.  Last 
year  Bell  netted  $2  million  (pretax)  on 
$13  million  in  sales. 

A  customer  paying  $4,000  for  a  motor- 
cycle may  buy  $1,000  in  accessories, 
dealers  say.  "One  of  my  bestsellers  is  a 
$5,300  Honda  GL-1 100  Interstate,  which 
comes  equipped  with  accessories  like  a 
fairing  (fiberglass  streamlining,  often  in- 
cluding a  windshield],  saddlebags,  trunk 
and  radio,"  says  Mike  Turner,  owner  of 
Southwest  Honda-Suzuki  in  Houston, 
who  says  business  has  increased  about 
15%  every  year  since  he  opened  in  1972. 

The  dealers  are  happy.  "Business  is 
big,  40%  better  than  last  year  and  the 
season  hasn't  opened  yet,"  says  Brook- 
lyn, N.Y.  Honda  dealer  John  Rosatti.  But 
they've  got  worries.  "I  have  to  wait  for 
months  to  get  bikes  from  the  Japanese 
manufacturers,"  says  Dillard  Coleman, 
owner  of  Cycles  Inc.,  with  five  branches 
in  the  Washington,  D.C.  area.  Right  now 
American  officials  of  the  Japanese  com- 
panies that  dominate  the  market  are  try- 
ing to  convince  their  factories  to  begin 
shipping  1981  models  in  [uly,  months 
ahead  of  schedule,  to  avoid  shortages. 

The  Japanese-inspired  revolution  in 
lightweight  motorcycle  design  sent  sales 
soaring  a  decade  ago.  They  leaped  from 
fewer  than  700,000  in  1969  to  1 .5  million 
in  1973.  But,  with  the  mid-Seventies  re- 
cession and  the  end  of  the  first  oil  scare, 
sales  sagged,  down  to  about  1  million  a 
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year  through  1978.  Then  the  rebound. 

Of  the  top  five  sellers,  four  arc  Japa- 
nese— Honda,  Yamaha,  Kawasaki  and 
Suzuki.  The  fifth  is  Harley-Davidson,  a 
suhsidiary  of  AMF  Inc.  (Triumph,  sixth, 
has  less  than  1%  of  the  market,  as  Joes 
BMW.)  Honda,  with  40%  of  the  market, 
expects  close  to  a  20%  sales  gam  this 
year.  The  five  make  up  96%  of  the  U.S. 
market,  which  is  hroadly  split  into  three 
segments: 

•  Small  (with  engines  of  400  cubic 
centimeters  and  under),  generally  selling 
for  $2,000  or  less.  They  are  easy  to  ma- 
neuver, yield  70  miles  per  gallon  and  are 
among  the  biggest  sellers  in  the  industry. 
Most  dirt  bikes,  designed  for  off-highway 
use,  are  of  this  size.  Mmibikes,  smallest 
of  the  small,  carry  50cc  to  lOOcc  engines, 
are  often  bought  by  teenagers  and  are 
used  off  the  road. 


ers  here  in  1978,  10,000  last  year  and 
business  will  double  this  year,  says  Bruno 
Porrati,  president  of  Vespa  of  America. 
"The  trouble  is  we  don't  have  the  sup- 
port of  enough  competition.  The  Japa- 
nese did  it  together  with  motorcycles, 
Honda,  Yamaha,  Kawasaki.  We  have  to 
run  with  the  ball  by  ourselves.  It's  very 
costly." 

As  for  -  mopeds,  sales  are  booming: 
25,000  were  sold  in  1975,  350,000  last 
year.  Bureaucrats  are  having  a  hard  time 
making  up  their  minds  whether  to  issue 
licenses,  i  mpose  age  1 1  m  i  ta  t  i  on  s  or  req  uire 
road  tests.  Six  states  (Idaho,  Utah,  Missou- 
ri, Alabama,  Mississippi,  Alaska)  have  no 
moped  laws  yet.  Where  restrictions  are 
fewer,  not  surprisingly,  sales  are  brisker. 

"The  only  thing  holding  the  industry 
back  is  the  industry  itself,"  says  Jacques 
Dickinson,  a  U.S.  executive  of  Austria's 


Vrooming  toward  a  record 


Maybe  it's  fuel  economy,  maybe  it's 
fun,  but  1.6  million  two-wheelers  are 
likely  to  be  sold  this  year.  That  would 
be  one  for  every  six  automobiles. 


Scooters 
Mopeds 
Motorcycles  I 


•  Estimate 

Sources  Motorcycle  figures  from  Motorcycle  Industry  Council: 

moped  figures  from  Moped  Association;  scooter  figures  from  Vespa  of  America 


•  Medium  (4()0cc  to  750cc),  generally 
selling  for  $2,000  to  $3,500  and  sporting 
fancy  styling. 

•  Large  (750cc  and  up),  costing  up- 
wards of  $3,500.  These  are  the  long- 
range  touring  bikes  and  superfast — 130 
mph — bikes,  yielding  35  to  60  mpg. 

But  motorcycles  aren't  the  only  motor- 
ized two-wheelers.  If  you  are  too  young 
to  remember,  there  was  a  day  when  it 
seemed  that  all  the  world  would  be  riding 
the  Vespa.  The  Italian  scooter  swept 
through  a  Europe  too  poor  for  auto- 
mobiles after  World  War  n,  and  Sears 
even  tried  to  sell  them  in  America.  But 
here  the  automobile  held  on,  and  scoot- 
ers all  but  disappeared.  Then,  three  years 
ago,  the  manufacturer,  Piaggio  &  Co., 
with  14  factories  around  the  world  and  a 
1980  production  goal  of  500,000  scooters 
and  500,000  mopeds,  came  back  to 
America.  Piaggio  sold  3,000  Vespa  scoot- 


Steyr  Daimler  Puch,  the  leading  seller. 
Mopeds  are  usually  sold  by  undercapital- 
ized neighborhood  dealers.  Even  so, 
Dickinson  sees  industry  sales  moving  to 
the  400,000-to-500,000-a-year  level. 

Who  is  buying  the  1.2  million  motor- 
cycles that  will  be  sold  this  year!1  The 
sellers  report  more  of  their  customers  are 
ordinary  working  folk  and  professionals. 
As  for  mopeds,  many  buyers  are  teen- 
agers, but  sellers  again  say  a  growing 
number  of  customers  are  white-collar 
workers  in  their  30s  and  40s  with  high 
incomes.  Yamaha  estimates  that  one- 
fourth  of  first-time  buyers  are  women. 

While  the  Sunbelt  is  the  natural  sales 
area — California  is  the  number  one  state 
with  13%  of  the  market,  Texas  is  sec- 
ond— three  northern  industrial  states 
(New  York,  Illinois  and  Pennsylvania) 
rank  third,  fourth  and  fifth  in  sales. 

The  Japanese  arc  the  world's  maior 


motorcycle  producers,  building  5. 
lion  last  year.  But  unlike  their  ca 
ers,  who  hesitate  to  open  plants  in 
ica,  the  motorcycle  builders  have  s| 
some  production  here.  Kawasaki 
Lincoln,  Neb.  plant  that  now  pro 
60,000  units  a  year  and  has  a  capac 
120,000.  Last  month  Honda  dedl 
its  new  plant  m  Marysville,  Ohio  t 
duce  60,000  vehicles  a  year  to  si 
ment  the  500,000  it  brought  in  fro 
pan  last  year. 

Safety  and  an  outlaw  image  are  c< 
ual  problems.  "Most  of  the  medi. 
tures  you  see  of  motorcycles  in 
wrecks,  or  gangs  in  pursuit  of  no  g 
says  Bob  Moffit,  assistant  to  the 
dent  at  Kawasaki.  "Instead  of  first  t 
ing  of  danger,  accidents  and  gangs 
torcycles  will  be  thought  of  first  anc 
most  as  economical  transportatu 
more  people  learn  to  ride,"  says 
Trobaugh,  marketing  director  at  Su 

Indeed,  a  group  of  motorcycle-r 
businessmen  in  San  Francisco, 
Montgomery  Street  Motorcycle 
named  after  the  financial  district  w 
the  members  work,  is  trying  to  ch 
the  old  biker  image.  "Our  only  ide 
ing  mark  is  a  simulated  tire  stripe  oi 
helmets,"  says  Charles  Stuart, 
founding  member  and  marketing 
president  of  Bank  of  America. 

But  there  is  a  grim  reality  to  the  d 
image.  With  about  5  million  motorc 
in  America,  last  year  4,850  people  d 
cycle  accidents.  The  fatality  rate  cli 
from  6.8  per  10,000  registered  bik 
1974  to  9.7  m  1979.  Possible  re 
more  first-time  riders,  statistically 
most  likely  group  to  get  into  accid 
"We  need  more  school  training," 
Roger  Hull,  publisher  of  Road  Rid 
cycling  magazine.  The  Motorcycle 
ty  Foundation,  sponsored  by  the  big 
manufacturers,  has  2,500  motorcy 
available  for  training  in  high  schoo 
part  of  a  safety  effort. 

"Motorcycling  is  damn  near  the 
adventure  you  can  iiistify,"  says 
Girdler,  editor  of  Cycle  World,  wh 
been  riding  for  25  of  his  42  years.  Ha 
two-wheeler  really  become  transp 
tion  then,  or  is  it  still  a  sport'  " 
now  we're  beginning  to  see  the  mot 
cle  used  here  as  basic  transportation 
used  to  be  in  other  markets,"  says 
Tanaka,    national    sales  manage 
American  Honda.  "The  inflation 
chology,  wanting  to  buy  now,  an 
gasoline  price  increases,  might  be  : 
ger  than  the  retail  financing  proble 

With  fuel  prices  and  the  cost  of 
mobiles  climbing,  maybe,  just  ma 
the  two-wheeler  will  become  a  ; 
part  of  the  American  transportation 
tern.  But  to  hear  "bike"  riders  tell  i 
thrill  is  still  important.  As  banker  S 
says:  "It's  an  extremely  exhilarating 
ing.  You  ride  it,  you  don't  drive 
becomes  an  extension  of  you."  ■ 
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Growth. 

Essential  in  a  Corporate  Protector. 

Here,  Albert  J.  Tahmoush,  Chairman  and  CEO  of 
Frank  B.  Hall  &  Co.,  the  world's  most  inventive  in- 
surance services  firm  talks  with  seven  very  good  reasons 
for  Hall's  aggressive  growth  strategy.  We're  growing 
worldwide.  To  protect  their  future.  And  ours.  And 
yours.  Someday  these  kids  will  need  a  great,  big  grown-  When  creative 
up  corporate  protector  like  Frank  B.  Hall.  Perhaps  protection  is  essential 
your  day  has  come. 

Serving:  Pan  Am,  PepsiCo,  ITT,  Rockwell  International,  Kodak,  McDonald's, 
GM,  Combustion  Engineering.  And  thousands  of  smaller  clients,  too. 


If  Sun 's  proposed  buyout  of  Seagram  *s  oil  land 
means  anything,  most  oil  stocks  are  grossly 
undervalued.  So  why  haven't  they  moved? 

Taking  the  cash 
and  letting 
the  credit  go 


When  Sun  co.  bid  a  whacking 
$2.3  billion  for  Seagram  Co.'s 
oil  and  gas  properties  the  other 
day,  the  response  on  Wall  Street  was 
respectful  but  ambivalent.  There  was  a 
big  run-up  in  the  price  of  Seagram,  which 
stands  to  turn  a  huge  capital  gain  on 
assets  carried  on  the  books  at  $464  mil- 
lion. The  price  worked  out  to  $13-a-bar- 
rel-of-oil-in-the-ground;  which  was  at 
least  a  couple  of  bucks  a  barrel  more  than 
analysts  generally  figured  the  stuff  was 
worth  in  a  buyout.  This  good  news,  how- 
ever, didn't  do  much  for  the  other  oil 
stocks.  They  just  sat  there.  This  is  the 
kind  of  market  that  is  inclined  to  take 
the  cash  and  let  the  credit  go. 

Some  analysts  even  came  away  con- 
vinced that  Sun  was  paying  too  rich  a 
price  tor  the  old  Texas  Pacific  Oil  Co. 
properties  tli.u  Seagram  won  in  1963  by 
outbidding  Standard  Oil  of  California  by 
a  mere  half-million  dollars 

The  acquisition,  if  it  goes  through, 
may  well  penalize  Sun's  earnings  ove  r 
the  short  haul.  The  company  is  paying 
the  price,  some  analysts  argued,  tor  an  oil 
exploration  program  which,  over  the 
years,  has  not  quite  panned  out. 

The  Sun  deal,  though,  must  be  taken  in 
context.  It  came  on  the  heels  of  several 
other  big-ticket  auctions,  including  Shell 
Oil's  $3.65  billion  buyout  of  Belridge  Oil 
(.  1 1  and  Mobil  Oil  s  purchase  i >i  General 
Crude  Oil  Co.  from  International  Paper. 
Both  those  situations  involved  lots  of 
competitive  bidding,  with  Shell  shewing 
a  pair  of  moneyed  heels  to  Mobil  and 
Texaco,  while  Mobil  outbid  Gulf  Oil, 
Tcnneco  and  Southland  Royalty. 

The  competitive  jostle  means  two 
things.  Thanks  to  record  earnings,  the 
nation's  big  oil  companies  are  loaded 
with  cash — about  $3.5  billion  in  excess 
of  last  year's  combined  capital  spending 
and  dividend  payout  of  $46.5  billion,  ac- 
cording to  John  S.  Herold,  Inc's  Petro- 
leum Outlook'.  Many  of  the  big  companies 
are  increasingly  willing  to  plow  their 
cash  flow  back  into  established  reserves 
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Salt >)>k»i  Brothers'  William  Randol 
Refining  may  go  sloppy,  but  reality 
lies  in  the  "bottle  rocket." 

at  increasingly  high  prices,  according  to 
Knit  Wulfi  ol  Donaldson,  Lufkm  &  fen- 
rette.  The  willingness  of  those  who  pre- 
sumably know  values  best  to  pay  up  tor 
quality  reserves  contrasts  sharply  with 
what  the  stock  market  is  saying  about 
the  oils,  particularly  the  big  international 
oils.  They,  along  with  most  of  the  small- 
er exploration  companies  that  stand  to 
benefit  most  from  buyouts,  have  been  hit 
hard  since  the  averages  topped  out  in 
mid- February. 

Mobil,  for  example,  has  come  down 
from  a  high  of  89Vi  to  around  67.  Gulf 
has  slipped  from  a  high  of  54 Vi  to  about 
38,  while  Texaco  has  dropped  from  41% 
to  around  33.  At  those  levels,  all  three 
companies  are  selling  well  under  the  ap- 
praised value  of  their  oil  and  gas  reserves, 
refinerv  plant,  tankers,  oil  wagons  and 
other  hardware.  This  apparent  discrep- 
ancy is  easy  to  explain.  One  reason  for  it, 
of  course,  is  the  difference  between  cor- 
porate and  individual  investors.  Sun, 
says  Constantine  D.  Fliakos,  a  vice  presi- 


Hie  Streetwalker 


dent  at  Merrill  Lynch,  has  the  luxui 
being  able  to  wait  for  a  payoff  on 
investment  like  the  Seagram  prope 
over  a  "time  horizon"  of  1 5  to  20  ye£ 
even  as  Seagram  was  able  to  sit  f(i 
years  with  the  same  investment  b< 
making  a  move  to  capitalize  on  it. 

Individual  investors  rarely  have  c 
the  luxury  or  the  patience  to  wait  so 
for  their  rewards.  Over  the  shorter  t 
the  market  seems  to  be  saying  that  n 
of  the  oils — particularly  the  internat 
als — are  going  to  find  somewhat  bum 
going  ahead.  The  market  seems  td 
looking  beyond  what  is  going  to  I 
superlative  first  quarter  for  most  of 
big  oils  to  a  sizable  buildup  in  in' 
tories,  with  an  inevitable  pressure 
prices.  As  the  U.S.  recession  deepj 
markets  may  well  soften  and  refii 
spreads  narrow  to  the  point  where  pi 
gains  through  the  rest  of  this  year 
going  to  come  m  at  much  less  start 
levels  than  last  year. 

"We're  worried  about  sloppy  refii 
markets,"  says  William  Randol,  an 
lyst  for  Salomon  Brothers.  "We  thir 
profits  squeeze  of  probably  extended 
portions  is  setting  in." 

One  more  example  of  the  stock  r 
ket's  preoccupation  with  short  t 
rather  than  basic  values  is  the  bang-, 
fizzle  which  greeted  word  of  a  potent! 
major  strike  in  the  Hibernia  area  off 
southeastern  tip  of  Newfoundland.  Tl 
of  the  internationals  with  a  big  stl 
there— Mobil,  Gulf  (through  Gulf  0 
ada)  and  Standard  of  California — \m 
off  like  bottle  rockets  on  the  news 

An  opposite  and  almost  direct  react 
has  set  in  while  Mobil  does  such  ne 
sary  things  as  drilling  step-out  well 
establish  whether  it  has  indeed  spue 
into  a  major  new  find.  Has  that  prosf 
added  any  lasting  luster  to  the  stod 
Not  really.  Gulf  is  selling  at  only  aboi 
times  1979  earnings.  Mobil  is  selling 
times  earnings.  This  market  is  so  s 
tish  it  is  focusing  almost  exclusivelv 
the  transitory  to  the  exclusion  of  fu 
mental  values. 

Does  that  mean  the  internatidn 
having  gone  through  a  full  loop  si; 
Forbes  last  wrote  about  them  fOcn 
197.9)  are  once  again  a  good  contrail 
buy"  Some  analysts  think  so.  "I  th 
they're  extremely  attractive  long  ten 
says  Merrill  Lynch's  Gus  Fliakos.  SI 
Peter  Treves  of  Treves  &  Co.:  "I'd 
the  internationals  are  a  good  buy.  1 
P/E  ratios  are  extremely  low,  and  Tex; 
especially  is  very  well  discounted." 

What  about  the  prospect  of  a  refin 
squeeze  and  lower  earnings  growi 
"The  earnings  will  come,"  respoi 
Treves.  "The  basic  values  are  in 
ground.  It's  hard  to  see  them  getting  s 
cheaper."— Richard  Photon 
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In  their  search 
for  new  supplies  of  energy, 
people  have  discovered 
The  Source. 


Sun,  wind  and  water.  Oil,  coal,  gas  and 
he  atom.  All  hold  untapped  potential  for 
'tolving  the  energy  crisis.  And  ITT  Grinnell - 
rhe  Source -will  help  harness  and  deliver 
Iheir  much  needed  power. 

For  over  a  century,  ITT  Grinnell  flow 
control  systems  have  made  significant 
contributions  to  power  generation, 
"oday,  our  products  and  capabilities 
are  more  vital  than  ever  in  fossil,  hydro, 
knd  nuclear  based  energy  production, 
'is  well  as  in  the  search  for  alternative 
inergy  sources. 

ITT  Grinnell  high  precision  control 
'alves,  service  valves,  massive  headers 
ind  piping  supports  are  serving  the 
ixacting  needs  of  all  types  of  power 


plants.  Our  valves  and  pipe  hangers  are 
also  critical  components  on  the  pipe- 
lines of  oil  refineries,  LNG  tankers  and 
storage  terminals. 

We're  fabricating  giant  elbows  and 
other  welding  fittings  for  oil  and  gas 
transmission  lines.  Our  commodity  fit- 
tings are  as  widely  used  as  the  thou- 
sands of  miles  of  pipe  we  supply.  And 
our  rugged  diaphragm  valves  are  help- 
ing coal  mines  handle  highly  abrasive 
slurries. 

As  the  promising  technologies  of 
solar  and  wind  power  evolve,  the 
Research  Development  and  Engineer- 
ing Department  of  ITT  Grinnell  will 
meet  their  needs  efficiently  and  cost- 


effectively  with  innovative  flow  control 
systems. 

That's  the  kind  of  action  response 
industries  the  world  over  have  come 
to  expect  from  us.  That's  why  they  call 
us  The  Source. 

Let  us  help  you  in  your  search  for 
better  ways  to  perform  your  process 
operations-with  flow  control  systems 
from  The  Source.  Contact  ITT  Grinnell 
Corporation,  260  West  Exchange  Street 
Providence,  Rl  02901 .  (401)  831-7000. 

ITT  Grinnell 

The  Source  You  Can  Build  On. 


GEARS 


Grumman  is  in  the  trans 
portation  equipment  busines 
With  efficient  buses  and  trucl 
that  use  less  energy  to  move 
people  and  products. 


A  COMFORTABLE  BUS  THAT'S 
A  FUEL-SAVING  PEOPLE-MOVER. 
AN  IDEA  WHOSE  TIME  HAS  COME. 


During  the  80's,  Ameria 
will  need  60,000  new  transit 
buses  to  replace  aging  fleets 
and  expand  mass  transit  sys- 
tems. The  Grumman  Flxible 
870s  will  help  to  meet  this  nee 


th  thousands  of  new  comfort- 
lie,  lightweight  buses  rolling 
I  our  production  line  every 
ar. 

HTWEIGHT,  DURABLE 

JMINUM  TRUCK  BODIES. 

OTHER  IDEA  WHOSE  TIME  HAS  COME. 

Grumman  has  built  more 
ian  120,000 
iminum  truck 
dies  since 
1  first  model 
1931.  Tough 
"umman  aluminum 
icks  carry  greater  payloads 
lile  consuming  less  fuel, 
id  every  Grumman  truck  is 


P 


engineered  and  tested  to  comply 
with  all  applicable  Federal 
Motor  Vehicle  Safety  Standards. 
Some  30-year-old  Grumman 
aluminum  truck  bodies  are 
still  in  service  today— having 
been  remounted  on  as  many  as 
six  chassis.  Not  surprising  when 
you  consider  that  the  aluminum 
resists  corrosion  and  doesn't 
rust  or  rot. 

"NO  GAS" 
ELECTRIC  TRUCKS. 

ANOTHER  IDEA  WHOSE  TIME  HAS  COME. 

Grumman  expertise  in 
building  fuel-saving  aluminum 
truck  bodies  is  being  applied  to 
the  development  of  "workhorse" 
delivery  vehicles  for  the 
petroleum-short  decades  ahead. 

A  prototype  Grumman 


electric  truck  for  ^ 
the  stop-and-go 
delivery  service 
market  is  being  tested  at  our 
Sturgis,  Michigan,  plant. 

For  more  about  Grumman's 
involvement  in  the  business  of 
energy-efficient  transportation 
equipment,  write: 
Grumman  Corporation, 
Dept.  GCP, 

Bethpage,  New  York  11714. 


50  years 


HARRIS  technology 
on  the 
job 

In  information 
systems, 

Harris  Corporation 
produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

HARRIS  Corporation 
offers  a  complete 
family  of  high-performance, 

general-purpose  computer  systems.  Providing  virtual  memory, 
data  base  management  and  a  multitude  of  languages  for 
scientific  and  commercial  applications. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  computer  system  at  Shell  Oil's 
Science  and  Information  Center 
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COMMUNICATION  AND 
INFORMATION  PROCESSING 


spite  of  new  restrictions  on  them,  foreign  banks  still  flourish  in  the 
S.  market.  Can  one  now  argue  for  doing  away  with  some  of  the  old 
'ass-Steagall  restrictions  on  activities  of  U.S.  banks? 


"if  they  can  do  it, 
why  can't  we?" 


By  Michael  Kolbenschlag 

|  he  reception  was  in  the  best  of 
French  tradition.  Lanson,  Pere  & 
Fils  champagne  by  the  bucket, 
5  d'oeuvres  as  far  as  the  eye  could  see, 
a  string  quartet  vigorously  working 
iach's  Third  Brandenburg  Concerto, 
ront  of  it  all,  shaking  one  hand  after 
ther,  Ge'rard  Llewellyn,  president  of 
que   Nationale   de   Paris,  France's 
nber  one  commercial  bank,  with  over 
billion  in  assets.  Why  was  the  aqui- 
featured  Llewellyn,  in  banker  grays 


set  off  by  the  tiny  red-and-white  lapel  pin 
of  the  French  Le'gion  d'Honneur,  glad- 
handing  in  Los  Angeles?  He  was  an- 
nouncing the  acquisition  by  BNP  of  Bank 
of  the  West,  a  $590  million  bank  with  37 
branches  in  California.  Bank  of  the  West 
was  to  be  merged  with  BNP's  existing 
small  California  subsidiary,  French  Bank 
of  California,  to  form  overnight  a  Cali- 
fornia banking  network  with  assets  of 
over  $700  million. 

Such  a  high-spirited  soiree — let  alone 
the  acquisition  of  Bank  of  the  West  it- 
self— might  not  have  been  expected  in 


view  of  the  new  legislation  that  is  in- 
creasingly trying  to  make  life  difficult  for 
foreign  banks  in  the  U.S.  In  September 
1978  President  Jimmy  Carter  signed  the 
International  Banking  Act,  the  first  at- 
tempt to  subject  to  federal  regulation  for- 
eign banks  that  in  the  past  have  been 
subject  only  to  state  regulation.  Among 
other  things,  the  act:  put  controls  on 
interstate  expansion  of  foreign  branches 
and  agencies;  limited  foreign  banks 
without  U.S.  subsidiaries  to  acquisitions 
in  one  state  only;  and  made  Federal  De- 
posit Insurance  mandatory  for  any  for- 


tdent  Gerard  Llewellyn  ( left )  ofBanque  Nationale  de  Paris  greets  his  guests  at  the  opening  of  his  new  California  subsidiary 
ur  regulations  are  moving  and  becoming  more  restrictive,  but  we  can  still  do  many  things." 
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cign  branch  engaged  in  domestic  retail 
banking  activities.  This  was  only  a  pre- 
lude. This  fall  foreign  bank  branches  and 
agencies  will  also  be  required  to  start 
keeping  reserves  with  the  Federal  Re- 
serve, and  farther  down  the  road  foreign 
subsidiaries  will  be  facing  the  same  re- 
quirement. Slowly,  loopholes  have  been 
closed  that  gave  foreign  banks  advan- 
tages against  domestic  banks  in  the  U.S. 
market. 

But  Gerard  Llewellyn  could  almost 
care  less.  "Your  regulations  are  moving 
and  becoming  more  restrictive,"  he  says, 
in  only  slightly  accented  English.  "But 
we  think  we  can  do  well.  We  can  still  do 
many  things,  you  know." 

Indeed  so.  Before  the  long  arm  of  the 
Washington  regulators  caught  up  with 
the  foreign  banks  in  1978,  BNP— like 
nearly  all  the  other  foreign  banks  operat- 
ing in  the  U.S. — had  already  spread  out 
across  the  land  with  subsidiaries  in  New 
York  and  California  and  a  network  of 
branches  and  agencies  in  between. 
Pressed  by  U.S.  banks,  the  U.S.  govern- 
ment wants  to  halt  that  kind  of  pandem- 
ic interstate  expansion,  but  the  U.S.  has 
given  hostages  to  fortune.  Fearing  repri- 
sals by  foreign  countries  against  U.S. 
banks  operating  abroad,  it  has  elected  to 
leave  the  foreign-bank  landscape  as  of 
mid- 1978  untouched.  Thus,  for  example, 
the  foreign  banks  that  operate  some  21 
securities  affiliates  in  the  U.S.  that  un- 
derwrite and  sell  stocks — something  a 
U.S.  banker  could  do  only  in  his  wildest 
Glass-Steagall-demolishing  reveries — 
can  continue  to  operate  these  facilities. 
The  foreign  banks  have  been  grandfa- 
thered as  of  1978. 

As  of  last  year  there  were  144  foreign 
banks  in  the  U.S.  operating  315  offices — 
about  triple  the  number  of  five  years  ago. 
Total  assets  of  these  banks  were  $132 
billion,  almost  4.5  times  what  they  were 
in  1973.  Outstanding  business  loans  of 
foreign  branches  and  agencies  in  1979 
were  $30  billion,  accounting  for  some 
20%  of  total  U.S.  bank  volume  and  grow- 
ing at  an  annual  rate  of  45% . 

And  who  are  the  customers  for  these 
banks?  French  tiremakers  with  plants  in 
Georgia,  or  German  machine-tool  com- 
panies in  Milwaukee?  If  it  were  only 
that,  U.S.  banks  would  have  less  to  worry 
about,  but  by  far  the  largest  share  of 
business  for  foreign  banks  is  provided  by 
U.S.  corporate  treasurers  borrowing  for 
domestic  needs.  According  to  a  recent 
survey  on  large  corporate  banking  pre- 
pared by  Greenwich  (Conn.)  Research 
Associates,  three-quarters  of  the  200 
largest  industrials  in  the  U.S.  now  use 
foreign  banks  for  some  domestic  bank- 
ing services.  Projecting  the  entire  large- 
corporate-banking  market,  the  report 
concludes  that  big  U.S.  companies  have 
over  4,000  banking  relationships  with 
foreign  banks  in  this  country 

"They  often  undercut  us  on  rates," 


says  a  loan  officer  for  one  of  the  largest 
U.S.  banks.  "Because  they  don't  have  to 
maintain  reserves  they  have  been  known 
to  price  offshore  loans  up  to  175  basis 
points  below  our  best  offer — an  astro- 
nomical difference  in  domestic  banking 
terms."  Some  foreign  banks  have  been 
able  to  win  domestic  credit-line  business 
by  charging  only  half  the  normal  one- 
half-of-1%  commitment  fee  and  by  not 
requiring  the  expensive  compensating 
balances  that  most  U.S.  banks  try  to 
wring  out  of  their  corporate  customers. 

The  new  reserve  requirements  are  not 
being  grandfathered  for  the  foreign 
banks,  however,  so  life  will  undoubtedly 
be  more  expensive  for  them  in  the  days 
ahead.  But  their  ardor  remains  undimin- 
ished. "We  did  our  sums  and  came  up 
with  the  conclusion  that  the  U.S.  market 
was  still  the  right  investment  to  make," 
says  Peter  A.  Graham,  group  managing 
director  and  CEO  of  Standard  Chartered 
Bank  Ltd.  in  London.  Standard's  North 
American  business — primarily  in  the 
U.S. — now  accounts  for  25%  of  the  asset 
base  of  the  $29  billion  British  bank. 
"We're  grandfathered  with  a  full  service 
operation  in  Seattle,  Chicago  and  New 
York,  as  well  as  having  our  Union  Bank 
subsidiary  in  California.  No  American 
bank  could  do  that." 

What's  more,  not  all  the  new  regula- 
tions will  turn  out  to  be  burdens  for  the 
foreign  banks.  The  fact  that  they  can 
now  obtain  federal  charter  under  the 
Comptroller  of  the  Currency  and  carry 


FDIC  insurance  will  help  in  attrac 
domestic  retail  deposits.  Reserves 
hurt,  but  they  will  also  be  the  ticke 
admission  to  borrowing  at  the  Fed's 
count  window,  where  cheap  funds 
available  for  short-term  adjustmei 
New  regulations  that  permit  them 
form  Edge  Act  corporations  will  t 
them  in  Texas,  where  Edge  corporati 
are  permitted  but  foreign  branches  , 
agencies  are  not. 

Not  surprisingly,  therefore,  U.S.  ba 
still  complain  about  the  competu 
rules.  "The  International  Banking 
will  help,  but  it's  not  the  answer  to  eqi; 
lty,"  says  (udi'th  Erdberg,  vice  presidi 
world  banking  division  at  Bank  of  An 
ica  in  San  Francisco.  "We're  not  afrau 
competing  with  foreign  banks,  but 
position  has  been  that  this  could  be  II 
accomplished  by  letting  up  on  resfl 
tions  on  U.S.  banks  rather  than  impo^ 
them  on  foreign  banks." 

Erdberg's  sentiments  echo  those) 
many  other  U.S.  bankers  who  suppor] 
evolution  of  U.S.  banking  toward  ani 
terstate,  nationwide  approach.  They  i 
want  the  right  to  add  investment  ba 
ing  to  commercial  banking,  a  prac 
forbidden  to  them  since  the  1930s 
permissible  to  the  grandfathered  forfl 
banks.  Call  it  turning  a  problem  intq 
opportunity:  Instead  of  pushing  the 
eign  banks  out  of  these  activities, 
U.S.  bankers  hope  to  use  it  as  an  a] 
ment  for  giving  themselves  the  s 
privileges.  ■ 


Why  should  the  Big  Eight  accounting  firms  l 
beating  the  bushes  for  little  clients?  Becau 
some  little  ones  grow  bigger  every  day. 


Catching  'em  small 


By  Bob  Tamarkin 


Eric  Petersen,  co-owner  of  Peter- 
sen Printing  Corp.  in  South  Bend, 
Ind.,  recently  received  a  letter 
from  Coopers  &  Lybrand  asking  wheth- 
er he  was  interested  in  the  Big  Eight 
accounting  firm's  services.  The  solicita- 
tion, he  admits,  rather  surprised  him. 
"We're  only  a  $4  million-a-year  oper- 
ation," muses  Petersen,  who  decided  to 


remain  with  his  local  accountant. 

Meanwhile,  out  in  Monticello,  U 
Arthur  Andersen  managed  to  sn; 
Minerals  West  Inc.,  a  small  mining  ■ 
fit,  away  from  a  local  accounting  f 
there.  The  prize:  $5,000  in  annual  au 
ing  fees,  hardly  the  size  account  to  h 
Andersen's  1,200  partners  in  fine- 
ballpoints. 

Nevertheless,  Big  Eight  firms  M; 
their  bag  of  management  consulting 
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Yeah,  like  a  fox. 

When  the  Northwestern  Mutual  Life 
Insurance  Company  announced  its  "GET 
MORE  OUT  OF  LIFE"  program  this  year,  other 
life  insurance  companies  were  a  bit  worried. 
Imagine  America's  9th  largest  life  insurance 
company  offering  permanent  policyowners  a 
14%  average  increase  in  coverage  without 
increasing  the  policy  premium*.  While  future 
dividends  will  be  slightly  lower  than  they 
would  have  been,  future  cash  values  on  these 
policies  will  be  higher.  This  offer  is  made 
possible  because  of  a  massive  and  dedicated 
effort  in  research  and  development.  It 
provides  a  tax  savings  which  can  be 
channeled  back  to  the  true  owners  of  the 
company,  the  policyowners.  The  "GET  MORE 
OUT  OF  LIFE"  program  is  just  another 
example  of  over  a  century  of  continued 
dedication  to  providing  the  best  possible  life 
insurance  value.  As  for  those  other  life 
insurance  companies... guess  you  can  say 
they've  been  out-foxed  again. 

"Policies  issued  after  December  31,  1977  already  contain 
these  improved  features. 

NORTHWESTERN  MUTUAL  LIFE 

The  Quiet  Company 


©  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin  1980 


These  folks  are  doing  wonders 
for  our  coated  paper  business. 


Their  popularity  is  boosting  TV 
ad  rates  to  the  point  that  more 
advertisers  are  turning  to  maga- 
zines to  reach  their  prospects. 

This  in  turn  is  boosting  demand 
for  our  coated  magazine  paper 
We  anticipated  it. 

That's  why  we  started  building  a 
large  new  coated  paper  machine 
at  our  Rumford,  Maine,  mill  in 
September,  1978. 

It  won't  start  up  until  early  1981, 
but  its  output  is  already  spoken  for. 
What  if  supply  catches  up? 

We  anticipated  that  too. 
Rumford  produces  uncoated  as 
well  as  coated  paper,  so  we 
can  easily  increase  uncoated 
production  if  the  coated  market 
softens. 

Rumford  illustrates  a  basic  strategy. 

We'll  invest  $13  billion  in  our 
16  pulp  and  paper  mills  between 
1979  and  1983  to  capitalize  on 
our  good  positions  in  the 
strong  white  paper  and  newsprint 
markets.  We  know  where  we're 
growing. 

Think  you  might  like  to  grow  along? 

Our  annual  report  might  just 
convince  you.  For  your  copy,  write 
Irv  Littman,  Investor  Relations 
Manager,  Boise  Cascade  Corpora- 
tion, One  Jefferson  Square, 
Boise,  Idaho  83728 


Bom  a  Cascade 

Corporation 


Anatomy  of  a  new  kind  of  wood  and  paper  company: 


75  76  77  78  79 
Earnings  Per  Share 


(Before  Extraordinary  Items) 


$1.75 


76  77  78  79  80  

Annualized  Dividend  Rate 
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vices  are  aggressively  wooing  the  entre- 
preneur regardless  of  size.  "We'd  be 
pleased  to  take  on  a  company  with  under 
$1  million  in  sales,"  concedes  Ernest 
Wish,  Coopers  &  Lybrand's  managing 
partner  in  Chicago.  "What  everybody  is 
hoping  to  find  is  another  Ford  or  IBM." 

Such  a  thought  prompted  Arthur  An- 
dersen last  year  to  open  a  suburban  office 
in  Rolling  Meadows,  just  30  miles  from 
its  downtown  Chicago  headquarters, 
which  would  give  it  a  better  shot  at  the 
small  companies  that  have  fled  the  city 
for  the  suburban  industrial  parks.  "To 
become  more  effective,  you've  got  to  go 
out  to  the  market,"  explains  James  Kack- 
ley,  37,  head  of  the  small-business  divi- 
sion, which  accounts  for  10%  of  Ander- 
sen's Chicago  area  revenues.  Other  Chi- 
cago suburban  areas  are  now  being 
scouted,  according  to  William  Barth,  di- 
rector of  Andersen's  worldwide  small- 
business  practice.  "It's  a  significant  part 
of  our  business,"  he  says. 


Partners  [of  the  Big  Eight  ac- 
counting firms]  are  under  pres- 
sure to  develop  new  clients 
through  personal  contacts  in 
places  like  country  clubs  and 
civic  organizations.  .  .  .Arthur 
Andersen  and  its  partners  con- 
tribute about  4%  of  their  cash 
earnings  to  nonreligious  chari- 
table organizations. 


With  fewer  companies  going  public 
and  publicly  held  ones  reluctant  to 
switch  accountants,  the  road  to  growth 
is  clearly  in  the  millions  of  smaller  firms 
(97%  of  U.S.  companies  are  privately 
held,  accounting  for  50%  of  the  gross 
national  product).  This  small-business 
market  is  also  becoming  a  kind  of  Big 
Eight  safety  valve,  an  outlet  for  utilizing 
potentially  idle  hours.  The  big  firms  are 
anxious  to  keep  their  people  busy  even  if 
it  means  cutting  rates  or  chasing  margin- 
al accounts. 

Small-business  practice,  of  course,  is 
not  wholly  new  ground.  Andersen,  notes 
Barth,  has  had  a  small-business  division 
since  1944.  Price  Waterhouse  set  up  its 
program  15  years  ago.  But  new  advertis- 
ing policies  have  opened  the  small-busi- 
ness door  wider  than  ever  before.  The 
Big  Eight  firms  were  restrained  by  the 
"code  of  professional  ethics"  of  the 
American  Institute  of  Certified  Public 
Accountants  until  1978,  when  it  dropped 
its  51 -year  ban  on  advertising,  except  for 
uninvited  solicitation.  The  ban  on  unin- 
vited solicitation  was  lifted  in  March 
1979,  unleashing  a  flood  of  seminars, 
speeches,  pamphlets,  newsletters,  pub- 
lished articles,  newspaper  advertise- 
ments and  direct  mail. 

At  the  same  time,  partners  are  under 
pressure  to  develop  new  clients  through 


personal  contacts  in  places  like  country 
clubs  and  civic  organizations.  "We  ex- 
pect our  people  to  be  active  in  the  com- 
munity," says  C&L's  Wish.  Arthur  An- 
dersen and  its  partners  contribute  about 
4%  of  their  cash  earnings  to  nonreligious 
charitable  organizations. 

Firms  also  are  going  out  of  their  way 
not  to  offend  the  entrepreneur's  self-im- 
age. For  instance,  some  have  renamed 
their  small-business  practices  with  such 
euphemisms  as  "Emerging  Business  Ser- 
vices" (Coopers  &  Lybrand)  and  "Metro- 
politan Department"  (Price  Waterhouse). 
They've  expanded  these  departments  as 
well.  Three  years  ago,  for  example,  C&L 
had  8  people  in  its  Chicago  small-busi- 
ness practice.  Today  there  are  20.  Thirty- 
two  years  ago  Andersen  had  only  6  in  its 
Chicago  office.  Now  there  are  130  profes- 
sionals, making  Andersen  the  area's 
most  formidable  competitor. 

The  Big  Eight  push  has  given  fits  to 
regional  accounting  firms.  Over  the 
years  many  of  them  have  built  consult- 
ing services  into  the  economic  founda- 
tion of  their  practices.  "We  provide  the 
wide  range  of  consulting  services  as  part 
of  our  yearly  fee,"  says  Jerome  Harris, 
managing  partner  of  Chicago's  Check- 
ers, Simon  ik  Rosner,  which  has  annual 
billings  of  $3  million  to  $4  million.  The 
firm  has  lost  clients  to  both  Andersen 
and  Peat,  Marwick,  Mitchell. 

Checkers,  Simon  &  Rosner,  like  a 
number  of  smaller  firms,  has  set  up  its 
business  services  department  to  prepare 
monthly  accounting  statements  for  com- 
panies without  an  in-house  accountant. 
Smaller  clients  are  more  demanding  to- 
day than  they  were  five  years  ago  and  are 
shopping  around  a  lot  more  as  well,  ac- 
cording to  Daniel  J.  Fensin,  a  partner  in 
Blackman,  Kallick  &  Co.,  a  medium-size 
Chicago  CPA  firm.  "There's  been  an  ex- 
plosion of  tools,  and  the  cost  of  computer 
hardware  has  tumbled,"  says  C&L's 
Wish.  "Cash  flow  is  the  name  of  the 
game,  and  the  entrepreneur  realizes  he 
can't  spend  all  his  time  only  on  sales  and 
product  development."  In  a  recessionary 
climate,  the  need  to  get  a  fix  on  cash  flow 
becomes  even  greater. 

Regional  firms  argue  that  a  client  gets 
the  attention  of  a  partner  at  the  rate  of 
$32  to  $37  an  hour,  whereas  the  big  firms 
generally  turn  the  same  type  of  client 
over  to  a  staff  accountant  at  $40  to  $50 
an  hour.  "A  small  company  knows  it's 
going  to  be  small  potatoes  to  a  Big  Eight 
firm,"  says  Kenneth  I.  Solomon,  manag- 
ing partner  of  Laventhol  &  Horwath's 
Chicago  office.  "A  Big  Eight  firm  can't 
honestly  say  it's  going  to  pay  as  much 
attention  to  a  small  company  as  to  a 
Commonwealth  Edison." 

But  a  growing  number  of  smaller  com- 
panies— so  flattered  are  they  by  this  new 
courtship — seem  willing  to  risk  losing 
that  attention  for  the  prestige  of  having  a 
Big  Eight  accountant.  ■ 


73 


Has  political  turmoil  in  Israel,  bickering  over 
the  West  Bank,  U.S.  naivete  and  Soviet  adven- 
turism withered  Sadafs  olive  branch? 


Israel 
at  a  crossroads 


By  James  W.  Michaels 


But . . . 


The  cartoon  above  and  those  on  the  following  pages  are  the  work  of  Yaakov 
Kirschen,  a  42-year-old  Brooklyn-born  Israeli,  whose  work  appears  daily  on 
the  editorial  page  of  the  English-language  Jerusalem  Post.  In  the  tradition  of 
Nast,  Herblock  and  Mauldin,  Kirschen  is  tough-minded  and  unafraid  of  deflat- 
ing his  audience's  pride  and  prejudices. 
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SEEMINGLY  ENDLESS  CONFLICT 
tween  Israelis  and  Arabs 
helped  Soviet  penetration  oi 
Middle  East,  kept  the  Western  Wd 
oil  supply  in  frequent  icopardy  anc 
eumsenbed  prospeets  for  U.S.  trade, 
and  a  half  years  have  passed  since  A 
Sadat  visited  Jerusalem,  but  the  p 
process  seems  mired  in  bickering 
legalisms.  We  visited  Israel  recent] 
get  a  sense  of  that  country's  fundamt 
response  to  the  Egyptian  presid 
openhearted  recognition  of  Israel.  1 
those  new  Israeli  settlements  a  fata 
back  to  the  peace  process?  Were  the 
est  Sadat  and  Begin  trips  to  Washin 
an  exercise  in  futility?  How  much  h 
would  Israel  remain  an  irritant  in 
U.S.'  relationships  with  the  Arabs? 

When  we  called  on  him  in  his  m 
Jerusalem  office,  Ezer  Weizman,  the 
ly  Israeli  defense  minister,  was  in 
sheveled  mood.  "I  don't  want  to 
about  the  fate  of  the  world,"  he  sig 
He  was  preoccupied  with  his  own  r. 
lems,  he  said,  but  since  these  inv 
nothing  less  than  the  prospects  for  p 
in  the  Middle  East,  we  were  soon  o 
Israel's  Topic  Number  One,  relal 
with  the  Arabs.  A  war  hero  and 
nephew  of  Israel's  first  president, 
man  wants  to  be  prime  minister 
thinks  he's  the  man  to  lead  his  cou 
into  a  rapprochement  with  the  Ai 
the  man  to  respond  to  Anwar  Sa 
stunning  gesture. 

Such  are  the  convolutions  of  Is 
politics,  however,  that  Weizn 
chances  are  slim  if  they  exist  at  all 
he  may  be  the  most  admired  politico 
the  country,  but  he  is  at  war  witi 
tough  and  wily  boss,  Prime  Min 
Menachem  Begin.  Weizman  is  outr 
at  Begin 's  support  for  the  new  Je 
settlements  pushing  into  occupied  l 
tory,  an  aggressive  gesture  in  respon 
Sadat's  olive  branch.  As  Weizman  sa 
Forbes: 

"We  achieve  something  we  ble 
years  for,  recognition  by  Arabs.  Aft« 
years  a  bedouin  from  Cairo  comes. 
Weizman  spread  his  hands,  a  gestu 
disgust  and  despair.  "The  Suez  Car 
open,  our  flag  is  flying  over  our  emr 
in  Cairo.  I  say,  trust  Sadat." 

Trusting  Sadat,  of  course,  means  t 
ing  concessions  to  the  Palestinians- 
necessarily  to  the  PLO — to  streng 
Sadat's  position  with  his  fellow  A 
Shoving  Jewish  settlements  into  the 
estinians'  faces  is  not  the  way  to  r 
Sadat  look  good,  but  Weizman's  bos 
gin  says  that  Jews  can  settle  anyw 
they  want,  and  the  hell  with  whethe 
Arabs  like  it.  Said  Weizman:  "Sorr 
these  settlements  are  crazy." 

The  latest  polls  show  the  Israeli 
torate,  thoroughly  disillusioned  witl 
Begin  regime,  would  give  the  oppos 
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We  made 
this  company 

a  special  offer:  % 

40%  of  a 
its  financing  t 

at  4%. ' 

We'll  make  the  same  offer  to  you. 

We  want  your  business  to  come  to  Philadel- 
phia. If  it's  already  here,  we  want  it  to  stay. 
And,  of  course,  we  want  it  to  grow.  That's 
why  we  will  provide  you  with  40%  of  your 
mortgage  financing  requirements  at  4% 
interest.  The  balance  will  be  provided  at  pre- 
vailing conventional  rates. 

What's  the  catch? 


There  is  none.  As  an  industrial  user,  all  you 
have  to  do  is  meet  minimal  employment  and 
development  densities. 

The  Tasty  Baking  Company  did.  And  the 
loan  we  helped  them  get  at  4%  made  it  pos- 
sible for  them  to  expand  their  manufacturing 
facilities  by  some  260,000  square  feet.  We'd 
like  to  do  the  same  for  you. 


Yes,  I'd  like  to  lean*  more  about  how  P1DC 
can  help  my  business. 

NAME:  

TITLE:  


FM-5/80 


COMPANY:. 
ADDRESS:. 
CITY:  


STATE: 


ZIP: 


MAIL  TO: 

Walter  D'Alessio,  Executive  Vice  President 
PHILADELPHIA  INDUSTRIAL  DEVELOPMENT 
CORPORATION 

Suite  1705,  One  East  Penn  Square 
Philadelphia,  Pa.  19107(215)  568-UW 
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Labor  party  70%  of  the  scats  in  a  new 
election.  That  probably  means  that  oppo- 
sition leader  Shimon  Peres  will  be  the 
next  prime  minister.  So,  why  doesn't 
Weizman  just  quit  the  government  and 
loin  the  opposition:  That's  a  complicat- 
ed story  involving  the  tangles  of  Israeli 
politics,  but  the  fact  is  that  the  Begin 
government  may  be  around  for  awhile  in 
spite  of  its  unpopularity.  If  the  Knesset 
were  to  dissolve  itself  and  call  for  elec- 
tions before  the  fall  of  1981,  when  they 
are  due,  it  would  be  putting  most  of  its 
members  out  of  their  jobs.  "Suicidal  they 
are  not,"  says  an  Israeli  journalist  of  the 


parliamentarians.  So  Begin  stays  in  pow- 
er for  awhile,  not  because  he's  popular 
but  because  he  is  so  unpopular. 

Israeli  politics  arc  convoluted  but  the 
real  issues  arc  not.  Ever  since  Israel  be- 
came a  state,  indeed  since  the  early  days 
when  an  awakening  Arab  nationalism 
first  began  to  conflict  with  Jewish  immi- 
gration, the  main  issue  has  been  how  to 
achieve  coexistence.  What  started  as  a 
fairly  obscure  regional  disturbance  has 
become  a  global  issue  affecting  everyone 
in  the  world. 

Though  few  Americans  seem  to  realize 
the  fact,  Anwar  Sadat,  by  opening  a  di- 


rect dialog  with  Israel,  was  also  taki 
big  step  toward  getting  the  Soviet  U] 
out  of  the  Middle  East.  Sadat  was  n 
fied  when  President  (immy  Carter 
posed  a  comprehensive  Middle  Eas 
settlement  with  Soviet  participation! 
erybody  should  iust  sit  around  a  tab! 
Geneva  and  settle  things;  it  was  and 
example  of  Carter's  well-meaning  buj 
ive  approach.  Having  kicked  the  1 
sians  out  of  his  own  country — one  ol 
few  world  leaders  ever  to  get  away  i 
that — Sadat  did  not  want  their  nose  H 
under  his  tent.  So  he  bypassed  both 
ter  and  Geneva  and  broke  the  long  oi 


The  world's  worst  inflation  rate? 


It's  a  toss-up  between  Israel  and  Argentina  for  who  gains  the 
questionable  distinction  of  having  the  world's  highest  infla- 
tion rate.  How  do  you  cope  with  an  inflation  that,  in  Israel's 
case,  ran  as  high  as  120%  last  year?  Well,  one  of  the  first 
things  you  do  is  try  to  slow  it  down,  but  Menachem  Begin's 
Likud  government,  almost  incredibly,  lacked  an  effective 
anti-inflation  policy  until  a  few  months  ago. 

Until  1970  the  Israeli  inflation  rate  was  a  persistent  but 
bearable  4%  to  9%.  The  1973  war  and  the  oil  shocks, 
administered  by  OPEC,  pushed  it  into  higher  ground.  The 
deal  by  which  the  Sinai  is  being  returned  to  Egypt  was  the 
last  straw.  Now  Israel  must  buy  on  the  open  market  oil  it 
formerly  pumped  itself  and  it  must  share  the  heavy  cost  of 
relocating  military  bases  from  the  Sinai  desert  back  to 
Israeli  territory  in  the  Negcv.  Lacking  the  will  or  the  ability 
to  make  cuts  elsewhere  in  spending,  the  government  resort- 
ed to  the  printing  presses.  Indexing  relieved  some  of  the 
pain  of  inflation  but  made  the  process  self-sustaining.  In- 
dexing government  bonds  kept  them  salable  but  built  yet 
more  inflation  into  the  system. 

Belatedly,  early  this  year  Prime  Minister  Begin  fired  his 
ineffectual  finance  minister  and  replaced  him  with  a  tough 
businessman,  Yigael  Hurwitz.  Hurwitz  is  trying  manfully  to 
reduce  government  spending.  His  right-hand  man,  Director 
General  Yaacov  Neeman,  puts  it  bluntly:  "The  harder  and 
sooner  you  cut  government  spending,  the  more  you  reduce 
inflation."  Among  other  things,  Hurwitz  did  away  with 
costly  food  subsidies.  These  had  kept  food  prices  so  low  that 
considerable  amounts  of  subsidized  food  were  smuggled  to 
Arab  countries  for  sale  at  a  profit.  Milk  was  so  cheap  that 
some  Israeli  farmers  fed  their  animals  with  it. 

Perhaps  the  silliest  thing  the  government  did — a  pre- 
Hurwitz  decision — was  to  replace  the  old  Israeli  pound  with 
a  new  currency,  the  shekel.  The  two  are  almost  indistin- 
guishable except  that  one  zero  has  been  dropped — a  kind  of 
one-for-ten  exchange.  Sophisticated  Israelis  regard  the 
whole  exercise  as  a  demonstration  of  their  government's 
fiscal  futility. 

Since  Hurwitz  came  into  office,  the  inflation  rate  has 
dropped  from  10%  a  month  to  about  5%.  But  his  austerity 
program  is  already  causing  so  much  pain  that  there  is  doubt 
as  to  whether  the  weak  Begin  government  can  maintain  it. 
Farmers,  bereft  of  subsidies,  are  hurting  badly.  Unemploy- 
ment, recently  almost  unheard  of  in  Israel,  is  beginning  to 
grow;. government  employment  alone  is  down  an  estimated 
4,000.  Hurwitz  is  a  tough  man.  When  the  newspapers 
reported  that  Israelis  were  reduced  to  eating  chicken  for 
Passover  instead  of  steak,  he  quipped:  "Did  you  ever  taste 
kosher  steak?"  But  the  betting  among  Israelis  is  that,  as 
unrest  grows,  the  government  will  back  down.  If  that  hap- 
pens, Hurwitz  will  almost  certainly  resign. 

In  the  meantime,  Israelis  complain  but  cope  with  typical 


ingenuity.  Wages  for  the  average  worker  are  indexed  to  th 
cost  of  living  to  the  tune  of  75% .  By  leaving  the  other  25°/ 
unindexed  the  authorities  have  left  room  for  collectiv 
bargaining.  This  gives  both  unions  and  employers  the  ill 
sion  that  they  have  some  control  over  wages,  although  i 
fact  they  have  almost  none.  Government  bonds  are  indexe 
to  inflation,  both  as  to  principal  and  to  interest.  The  gover 
ment,  which  is  the  major  source  of  capital,  has  until  reeen 
ly  channeled  money  into  areas  it  considers  vital  to  defensj 
and  export  industries  by  lending  money  at  below-inflatio 
rates,-  an  indirect  subsidy. 

Businessmen  use  a  variety  of  expedients.  Meyer  ResnicH 
a  bearded  former  Los  Angeleno  who  runs  a  coatings  factor! 
for  his  kibbutz  just  outside  Tel  Aviv,  offers  a  deal  to  hii 
customers.  "Say  the  order  is  due  to  be  delivered  in  si] 
months.  I  tell  the  customer,  'Pay  me  now  for  the  paint  an) 
I'll  guarantee  the  price  on  that  part  of  the  contract.'  Th] 
labor  and  other  costs,  of  course,  are  indexed." 

Inflation,  inevitably,  distorts  price  signals  within  ai 
economy  and  leads  to  misallocation  of  capital.  Anotha 
small  private  businessman  tells  how  he  resorts  to  specula 
tion  to  stay  in  business.  "I  leased  a  machine  on  a  long-tern 
contract  at  a  fixed  price  whereby  I  knew  I  would  have 
negative  cash  flow  the  first  year.  I  hope  to  come  out  on  to 
by  making  a  profit  on  the  residual  value  of  the  contract  aftq 
the  third  year."  So  he  loses  money  on  his  business  an 
hopes  to  recoup  on  his  machinery. 

Individual  Israelis  speculate  by  putting  cash  into  had 
goods  as  fast  as  they  can.  In  tiny  Tel  Aviv  apartment^ 
second  refrigerators  are  quite  common,-  one  to  store  food 
the  other  to  store  purchasing  power.  Color-TV  sets  ar| 
another  popular  item  even  though  the  Israeli  TV  systen 
does  not  broadcast  in  color.  Again,  a  means  of  storin) 
purchasing  power.  However,  set  owners  reportedly  disco\i 
ered  that  some  U.S. -made  programs  could  be  received  ii 
color  on  their  sets.  To  thwart  this,  Israeli  TV  installed 
filter  to  remove  the  color.  Rumor  has  it  that  enterprisim 
businessmen  are  producing  gadgets  that  bypass  the  filter. 

So,  Israel  copes.  But  the  bitterness  grows  against  Mena 
chem  Begin's  government,  which  seems  much  more  intel 
ested  in  bulldozing  new  settlements  in  Arab  areas  than  n 
containing  inflation.  An  Israeli  journalist  relates  the  lates 
black  humor: 

"Begin  is  in  the  hospital.  The  surgeon  must  make 
terrible  choice. 
"Should  he  save  Begin? 
"Or  should  he  save  Israel?" 

The  typically  Israeli  paradox  is  that  Prime  Minister  Begn 
has  become  so  unpopular  that  he  will  probably  be  able  t> 
hang  on  to  his  job  for  a  while  longer.  Another  paradox  i 
that,  if  nothing  else  brings  him  down,  his  belated  austerit1 
program  may— / w :.w 
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BelPs 
222  Twin: 

anew 
executive 


Traveling  swiftly  from  airport  to 
distant  airport  is  a  task  ideally  handled 
by  corporate  aircraft. 

However,  the  majority  of  your  day- 
to-day  challenges  mav  often  occur       MAI If*  ftf%f 
within  200  or  300  miles  of  your  of-  IlvllWIJivI. 
fice.  This  is  too  short  for  efficient     f  fa  Z|f  fa AlfflftOC 
jet  travel,  too  long  for  the  company  UUll  MvlUll^l9 
car. .  .but  ideal  for  Bell's  new  222  fa^CI  ffifr 

Twin  helicopter;  a  10-place  sophisticated  WClJA%ME> 
business  machine  with  two  675  shp  fuel-  Vftll^* 
efficient  advanced  technology  turbines.  Fwlll 

The  interior  of  the  222  Twin  is  what  EzilfAfl 
you'd  expect  in  the  most  luxurious  of  MTCEMVlMMj 
corporate  jets.  Whatever  your  re-        fStf'tlflfMt  IM* 
quirements,  they  can  be  provided  in 
an  excellent  working  environment 
with  air  conditioning,  desks,  wide 


plush  seats,  cut-pile  carpeting  and 
telephones.  And  the  222  Twin  5-to-8 
place  cabin  seating  arrangements  can 
be  varied  to  your  needs. 
And  this  environment  moves  with 
unprecedented  swiftness  and 
smoothness,  offering  exceptional 
quite  for  normal  conversations. 
So  the  minutes  spent  traveling 
between  your  office  and  outlying  plants 
or  job  sites  are  working  minutes.  Meet- 
ings become  airborne.  The  222  Twin 
will  enhance  your  company  image  be- 
cause it's  a  Bell. .  .a  name  synonymous 
with  dependability.  With  it,  you'll  be 


using  time  more  efficiently,  more 
Cfe£lfal*^l  1  "fl^MP  effectively.  That's  what  mobility 

(96l|MrC<l.llM*Jr«    in  the  business  world  is  all  about. 


 Would  you  like  to  see  what  one  can  do  for  you?  

For  information  on  the  complete  line  of  Bell  helicopters  designed  for  Corporate  transportation  contact 
Dwayne  Jose,  Vice  President  —  Commercial  Marketing,  Bell  Helicopter  Textron, 
Dept.  564,  Box  482,  Ft.  Worth,  Texas  761 01 ,  or  call  81 7/280-21 1 7. 
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cism  that  the  Arabs  had  imposed  upon 
Israel.  Note  this  carefully:  While  exclud- 
ing the  Soviets,  Sadat  went  out  of  his 
way  to  insist  upon  continued  American 
participation. 

Chaim  Herzog,  a  former  Israeli  ambas- 
sador to  the  U.N.,  explained  the  situation 
to  us:  "Carter  did  not  understand  what 
the  Soviets  meant  by  detente.  They 
meant  each  side  would  stay  out  of  areas 
where  the  other  was  dominant.  The  U.S. 
would  stay  out  of  Eastern  Europe.  Russia 
would  stay  out  of  Western  Europe.  But 
they  didn't  intend  detente  to  cover  Afri- 
ca or  the  Middle  East.  Sadat  understood 
that.  It's  why  Carter  reacted  so  angrily 
when  the  Russians  went  into  Afghani- 
stan. He  thought  they  were  lying  to  him. 
They  didn't  see  it  that  way." 


Sadat,  while  bold,  is  not  foolhardy.  In 
risking  alienating  other  Arabs,  he  sensed 
rightly  that  both  his  own  people  and  the 
Israelis  were  sick  of  the  wars  and  sick  of 
the  Russians.  Certainly  there  is  a  deep 
yearning  for  peace  in  Israel.  When  we 
were  there  on  the  day  before  Passover, 
there  were  big  demonstrations:  Peace 
now!  There  is  guilt  at  being  an  occupying 
power — Jewish  soldiers  repressing  the 
aspirations  of  other  people.  Says  an 
American  journalist  stationed  in  Israel: 
"The  army  is  worried;  it's  hurting  the 
young  soldiers'  morale  to  be  an  army  of 
occupation."  In  Israel  the  army  is  not 
something  apart;  it  is  the  country.  Every- 
one at  age  1 8  goes  into  the  army — wom- 
en for  two  years  and  men  for  three;  men 
serve  in  reserve  units  until  they  are  55. 


Yet  the  Israelis  are  paranoid  abou 
Arabs — and  with  good  reason.  It  is 
enough  for  Americans  to  say,  "Trus 
Arabs."  It  is  not  so  easy  for  Israelis  t 
so.  There  are  still  plenty  of  Arabs 
talk  of  driving  them  into  the  sea  ami 
history  of  tour  wars  is  not  reassu 
The  real  problem,  then,  is  not  the  si 
ments  that  Begin  has  supported  it 
West  Bank.  These  are  the  work 
handful  of  sincere  but  misguided  p> 
who  think  they  arc  fulfilling  Bib 
prophecy.  The  deeper  problem  is 
Israel  feels  itself  militarily  indefen 
within  her  pre- 1967  borders.  That  is 
Israel  struck  first  twice — in  1956 
1967 — so  that  the  inevitable  war  w 
be  fought  on  Arab  territory  and  nc 
the  narrow  waistline  of  Israel,  when 


PET  FOODS: 

one  of  Liggett's  growth  centers.  Alpo  is  the  No.  1 
canned  dog  food  and  a  major  new  brand  in  the  fast- 
growing  dry  dog  food  industry. 

Other  Liggett  growth  centers  are:  spirits  and 


wines  (J&B  is  the  No.  1  Scotch);  soft  drinks  (our 
Pepsi-Cola  bottlers  are  No.  1  in  their  franchise  areas); 
recreational  products  (No.  1  in  sales  of  physical  fitness 
products,  table  tennis  tables,  and  basketball  equip- 
ment); and  smokeless  tobacco  (Red  Man  is  the  No.  1 

chewing  tobacco). 
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s  only  a  half  hour  away  by  tank  from 
3ld  boundary. 

pt  surprisingly,  therefore,  the  Israelis 
t  impatiently  to  the  contention  that 
have  given  nothing  to  Sadat  in  re- 
fer offering  peace.  In  pulling  out  of 
pinai  they  gave  up  the  only  substan- 
oil  production  they  had  and  were 
td  to  buy  what  they  need  from  Egypt 
sewhere  at  an  annual  cost  of  $1.25 
on  a  year  to  an  already  overstrained 
omy.  They  will  soon  be  abandoning 
powerful  Etzion  air  base,  from  which 
li  planes  could  have  intercepted 
9  air  raiders  before  they  reached  Is- 
airspace.  Moreover,  Begin  himself 
trouble  getting  his  right-wing  and 
ious  partners  to  accept  the  abandon- 
it  of  Jewish  settlements  in  the  Egyp- 


tian desert.  To  outsiders,  Israel's  reaction 
to  Sadat's  peace  move  may  seem  grudg- 
ing; seen  from  inside  Israel,  the  response 
seems  generous. 

President  Carter  hasn't  helped  ease  Is- 
raeli worries.  It's  not  simply  that  he  has 
pressured  Israel  to  make  concessions  to 
the  Arabs;  Henry  Kissinger  did  that  under 
Presidents  Ford  and  Nixon  and  the  Israe- 
lis are  almost  nostalgic  about  Kissinger. 
What  worries  the  Israelis  is  the  weak- 
ness, the  vacillation,  the  ineptitude  that 
Carter  has  shown.  "Iran  was  your  worst 
setback  since  the  worst  days  of  World 
War  II,"  former  Prime  Minister  Yitzhak 
Rabin  told  us.  The  witty  and  articulate 
Abba  Eban,  in  an  undisguised  swipe  at 
Carter's  human  rights  policy:  "What  you 
Americans  have  to  prove  is  not  your 


goodwill — you  have  demonstrated  that — 
but  your  power."  The  point  is  that  the 
Israelis  could  take  more  chances  for 
peace  if  they  saw  a  strong  and  confident 
U.S.  behind  them  instead  of  a  timorous 
and  clumsy  one. 

Like  the  Saudi  Arabians,  the  Israelis 
keep  themselves  well  informed  on  U.S. 
politics  and  have  strong  opinions  about 
it.  Few  of  them  profess  any  admiration 
for  President  Carter — Weizman  is  an  ex- 
ception— and  they  have  nothing  but  con- 
tempt for  Teddy  Kennedy.  Several  Israeli 
leaders  simply  made  a  face  when  Kenne- 
dy's name  came  up.  Weizman  was  more 
outspoken  and  brought  up  Chappaquid- 
dick:  "To  leave  a  dying  woman?  What 
does  that  say  about  his  character?"  What 
about  the  heavy  Jewish  vote  that  gave 


SPIRITS  AND  WINES: 

one  of  Liggett's  growth  centers.  J&B  is  the  No.1  Scotch 
in  the  United  States.  Other  leading  Liggett  spirits  in- 
clude Wild  Turkey,  Grand  Marnier,  Bombay  and 
Campari. 

In  1979,  our  non-cigarette  growth  centers  contrib- 
uted 76%  to  Liggett's  total  revenues,  excluding  excise 
taxes,  and  84%  to  Liggett's  total  operating  income. 


IS  IT  ABSURD 
TO  PROPOSE 

THAT  EVEN  THE 
RICH  DESERVE 
THEIR  MONEY'S 

WORTH? 


THE  BMW  633CSL 

The  fact  that  no  consumer 
advocate  has  yet  strode 
forth  to  defend  and  protect 
the  interests  of  those  who 
can  afford  a  $30,000  sport 
coupe  is  probably  not  the 
least  bit  surprising. 

Yet  the  topic  is  ripe  for  any- 
one with  a  sense  of  justice. 

For  in  today's  govern- 
ment-regulated, pollution- 
controlled,  fuel-obsessed 
world,  the  performance 
characteristics  of  some  of 
the  most  exa  Ited  ca  rs  a  p  pea  r 
to  be  diminishing  in  inverse 
proportion  to  their  price. 
A  TRUE  SPORT  COUPE  IS 
MORE  THAN  JUST  A  CAR 
WITH  TWO  SEATS. 

There  are  those  who  are 


fond  of  pointing  out  that 
even  before  pollution  con- 
trols became  a  serious 
handicap,  the  performance 
levels  of  certain  expensive 
cars  hardly  lived  up  to  their 
price  stickers. 

A  supportable  conclusion 
that  makes  the  perform- 
ance statistics  of  the  633CSi 
seem  all  the  more  remark- 
able. (And  makes  the  fact 
that  it  is  only  available  in 
severely  limited  numbers  a 
bit  disheartening.) 

Its  suspension  system- 
independent  on  all  four 
wheels— has  a  singular  ca- 
pacity for  removing  the 
drama  from  even  the  most 
unnerving  road  conditions. 

Press  the  accelerator  and 


you'll  experience  a  phenom- 
enon automotive  enthusiasts 
haveall  butgiven  upfor  lost: 
instant  response. 

In  truth,  the  633CSi's  six- 
cylinder,  overhead  cam  en- 
gine performs  in  a  manner 
that  would  be  exhilarating 
even  by  pre-pollution  control 
standards. 

Yet,  the  633CSi  (with  ' 
standard  transmission)  de- 
livers [16]  EPA  estimated 
mpg,  23  estimated  highway 
mileageand,  based  on  these 
figures,  an  estimated  mpg 
range  of  1262;  miles  and  a 
highway  range  of  377  miles. 

(Naturally,  our  fuel  effi- 
ciency figures  are  for  com- 
parison purposes  only.  Your 
actual  mileage  and  range 


may  vary,  depending  on 
speed,  weather  and  trip 
length.  Your  actual  highway 
mileage  and  highway  range 
will  most  likely  be  lower.) 

And,  unaccountably,  the 
633CSi  is  the  only  "luxury 
sport  coupe"  in  its  price 
class  to  provide  a  four-speed! 
manual  transmission  as  stan 
dard  equipment.  (Automatic 
is,  of  course,  available.) 

TRUE  LUXURY  IS  AN 
INTERIOR  ENGINEERED 

TO  THE  NTH  DEGREE. 

It's  difficult  to  imagine  an 
appointment,  a  convenience 
or  an  accessory  that  has  been 
omitted  in  the  BMW633CSi. 

AM/FM  stereo  cassette, 
electric  sunroof,  electric 
windows,  electric  side-view 
mirror— even  a  central-lock- 
ing system  that  locks  both 
doors,  the  trunk  lid  and  the 
gas  door  with  the  turn  of  a 
single  key— are  all  standard 
equipment. 

Yet,  all  facets  have  been 
biomechanically  engineered 
to  the  nth  degree  to  help 
eliminate  driver  fatigue. 

Its  seats  are  anatomically 
shaped  buckets,  covered  in 
wide  rolls  of  supple  leather. 
Its  front  seats  are  so  thor- 
oughly adjustable  that  it  is  all 
but  impossible  not  to  find  a 
comfortable  driving  position. 

All  in  all,  in  a  time  of 
lowered  automotive  expec- 
tations, the  BMW  633CSi 
remains  a  bastion  of  hope 
for  the  serious  driver. 

If  you  find  the  notion  of 
owning  such  a  car  more 
than  a  little  intriguing,  we 
suggest  you  phone 
your  nearest  BMW 
dealer  and  ar- 
range a  thorough 
test  drive. 
THE  ULTIMATE  DRIVING  MACHINE 

BMW.  MUNICH.  GERMAN! 
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aedy  a  victory  in  the  March  New 
;  primary?  It  was  more  a  protest 
nst  the  Administration's  vote  in  the 
.  than  it  was  an  affirmation  of  sup- 
for  the  man.  Ronald  Reagan?  He  was 
unknown  quantity  to  the  Israelis 
h  we  spoke  with  them  in  late  March; 
i  good  bet  they  know  more  now. 
aite  clearly,  then,  the  next  major 
for  peace  in  the  Middle  East  won't 
;e  until  a  new  government  is  seated 
erusalem  and  the  1980  election  is 
ded  in  the  U.S.  President  Carter's 
ssary,  Sol  Linowitz,  came  back  from 
Vliddle  East  empty-handed  in  March, 
the  Begin  and  Sadat  visits  to  Wash- 
on  accomplished  little  more  than  an 
ement  to  keep  the  dialog  going  be- 
lli Cairo  and  Jerusalem  with  U.S. 
icipation  and  encouragement, 
iter  the  elections?  We  came  away 
uaded  that  the  chances  for  lasting 
le  between  Israel  and  the  Arabs  are 
letter  than  they  may  seem, 
fhere  is  a  lot  of  theater  in  the  Middle 
I,  a  lot  of  charade,"  says  a  shrewd 
)  observer.  Begin  still  stirs  dreams  of 
eater  Israel,  and  the  "confrontation" 
>s  still  talk  bloody  revenge,  but  the 
>  are  against  both  of  them.  Israel  is 
tanly  strong  and  the  U.S. — whether 
U.S.  of  Carter  or  of  Ronald  Reagan — 
•mly  committed  to  its  survival.  Pan- 
)  unity  is  not  even  a  failure;  it  is  a 
p  Except  in  a  cultural  sense  it  never 
any  reality.  Significantly,  pan-Islam 
not  conceived  by  Arab  Moslems  but 

et  the  pres . . . 


by  Arab  Christians  seeking  an  Arab  iden- 
tity for  themselves  outside  of  Islam;  the 
Moslem  Arabs  swallowed  the  slogan  but 
not  the  reality.  Here's  the  reality:  Even 
the  fall  of  Sadat  would  be  unlikely  to 
push  the  Egyptians  into  yet  another  fu- 
tile war  in  which  they  have  nothing  to 
gain.  Syria  is  more  a  menace  to  itself 
these  days;  its  tanks  point  their  guns  at 
Aleppo,  not  at  Israeli  kibbutzim.  Iraq  is 
close  to  war  with  Iran  and  never  was  an 
effective  contributor  to  war  against  Isra- 
el. The  ruler  of  Libya,  Qaddafi,  is,  as  his 
neighbor  Sadat  says,  "a  mental  case" 
who  has  lots  of  airplanes  but  few  pilots. 
King  Hussein  of  Jordan  is  happy  with  his 
new  baby  and  Amman's  growing  pros- 
perity. The  West  Bank  Arabs  are  restless 
but  not  really  dangerous.  The  PLO,  its 
radical  fringe  aside,  has  resorted  to  a 
diplomatic  game  of  using  Arab  wealth 
and  influence  to  gain  it  a  respectable 
diplomatic  role  in  any  eventual  settle- 
ment in  the  Middle  East. 

Ezer  Weizman  thinks  that  he  is  the 
only  personality  with  the  prestige  to  lead 
Israel  into  a  real  compromise  with  the 
Arabs.  He  sees  himself  in  a  role  analo- 
gous to  ex-President  Nixon's  in  bringing 
the  U.S.  and  China  together.  Or  as  Mo- 
ses, maybe.  But  even  without  Weizman, 
the  momentum  for  peace  and  for  accep- 
tance of  Israel  seems  unstoppable. 

But  how  do  you  cut  the  knot?  How  do 
you  get  the  Israelis  out  of  the  West  Bank? 
How  do  you  get  King  Hussein  to  come 
out  of  hiding  and  join  the  peace  party? 


gUTtoHAT  IF 
BUT  COtfT 
IT? 


How  do  you  get  a  settlement  that  will 
salvage  something  for  the  Palestinians 
without  prejudicing  the  military  safety 
of  Israel?  How  do  you  scale  the  walls  of 
old  rhetoric? 

We  spent  several  hours  with  Simha 
Dinitz,  the  brilliant  former  Israeli  am- 
bassador to  Washington,  now  vice  presi- 
dent of  Hebrew  University.  Dinitz,  a 
good  friend  of  Henry  Kissinger,  says 
that  the  answer  lies  in  proceeding  with 
negotiations  without  trying  to  create 
any  permanent  solution  at  this  time. 
"Some  of  Begin's  group  want  to  make 
annexation  of  the  West  Bank  an  attrac- 
tive option,"  Dinitz  said.  "On  the  other 
hand  the  U.S.  and  Egypt  are  trying  to 
create  an  option  for  a  Palestinian  state. 
So  we  have  a  clash;  neither  of  these 
options  is  remotely  acceptable  to  the 
other  side.  So,  we  ought  to  abandon 
both  options  for  now  and  leave  all  the 
possibilities  open  for  five  years."  Dmitz 
sees  an  eventual  partition  of  the  area, 
with  the  Israelis  keeping  militarily  im- 
portant ground  while  the  heavily  popu- 
lated areas  enter  some  kind  of  confeder- 
ation with  Jordan. 

Yitzhak  Rabin,  that  splendid  general 
whose  career  as  prime  minister  was  cut 
short  by  the  Labor  party's  unpopularity 
after  30  years  in  office  as  much  as  by  a 
minor  scandal,  echoed  Dinitz:  "Peace," 
he  said,  "is  a  process,  not  an  event."  But 
peace  is  also  trust.  The  Israelis  would  be 
foolish  to  let  down  their  military  guard 
as  long  as  the  Soviet  Union  is  deter- 
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They're  picking  on  us  again! 


Prime  Minister  Begin  and  President  Sadat 

Against  odds,  managing  to  keep  the  dialog  going. 
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Where  do  airline  people  fly  off  to  when 
it's  time  to  retire? 


Acapulco?  Miami?  Honolulu?  Well, 
when  it's  time  for  the  employees 
of  Western  Airlines  to  retire,  per- 
haps the  most  important  spot  on 
the  globe  is  Newark,  NJ. 

From  Newark, The  Prudential  ' 
Insurance  Company  of  America 
directs  the  investment  of  a 
substantial  portion  of  Western 
Airlines'  pension  plans.  For 
Western,  America's  senior  airline, 
•  Prudential  invests  pension 
assets  in  stocks,  fixed-income 
securities,  real  property,  and  other 
investment  vehicles.  For  over 
3,000  other  Clients— from  the 

The  Prudential  Insurance  Company  of  America 


International  Union  of  Electrical, 
Radio,  and  Machine  Workers  , 
(IUE)  to  International  Harvester; 
from  the  Cleveland  Electric 
Illuminating  Company  to  the 
Cleveland  Clinic  Foundation- 
Prudential  performs  a  variety  of 
pension-related  activities. 

Prudential  is  one  of  the  world's 
largest  investors  of  pension  funds, 
with  group  pension  assets  in  ex- 
cess of  $19  billion.  Last  year,  each 
of  Prudential's  U.S.  Group  Pension 
bond  and  common  stock  accounts 
outperformed  the  standard  market 
indices  in  their  investment  areas. 


,  Find  out  how  prudent  it  can  be 
to  fund  your  pension  with 
Prudential.  For  more  information 
write  or  telephone:  Bob  Dunphy 
Vice  President,  Group  Pensions, 
Prudential  Plaza,  Newark,  New 
Jersey  07101,  (201)  877-7884, 
or  Lloyd  Schaffer,  Vice  President 
Group  Pensions,  5757  Wilstiire 
'Boulevard,  Los  Angeles,  CA  90051 , 
(213)857-4635 

(M  Prudential 


^bur  first  minute  at  Marriott. 


a 


'ne  minute  should  be  more  than  enough 
to  show  you  why  Marriott  stands  apart  from  every  other 
hotel  company  in  the  world. 

To  show  you  why  for  example,  Marriott  has  won 
far  more  Mobil  "4-star"  awards  than  either  Hyatt  or 
Hilton-and  more  than  Sheraton; Western  International 
and  Holiday  Inn  combined. 

It's  not  that  Marriott  offers  things  other  hotels 
don't.  It's  simply  that  Marriott  sticks  to  the  basics, 
but  serves  them  up  with  such  a  passion  for  perfection  that 
they  suddenly  seem  fresh,  a  revelation. 

Imagine!  A  hotel  run  the  way  a  hotel  ought  to  be 


run.  Genuine  warmth  from  the  people  who  greet  you 
and  help  you  with  your  luggage.  Attentiveness  from 
the  desk  clerk.  Rooms  that  are  immaculate.  Waiters  andj 
waitresses  who  smile. 

You'll  find  Marriott  hotels  downtown  or  near 
airports  in  most  U.S.  cities  and  at  many  resort  and 
foreign  locations,  too.  To  reserve,  call  a  professional;,  your' 
travel  agent.  Or  toll-free  800-228-9290. 

WHEN  MARRIOTT  DOES  IT, 
THEY  DO  IT  RIGHT®  ^ 

Harriott  Hotels, 


max  Aan  ana  mu  nempmu  Dave  orougni 
their  mortgage-insurance  money  machines 
through  some  rough  times.  Can  they  do  a 
repeat  through  this  credit  crunch? 


The  survivors 


By  Richard  Phalon 

There's  one  thing  you  can  say 
about  William  L.  Hemphill,  CEO 
of  United  Guaranty  Corp.,  and 
Max  H.  Karl,  CEO  of  MGIC  Investment 
Corp.  They're  survivors.  The  mortgage 
insurance  companies  they  head  are  the 
only  freestanding  publicly  traded  ones  of 
any  size  left  in  a  field  that  once  encom- 
passed at  least  six  others.  The  competi- 
tion has  been  swallowed  by  the  likes  of 
Merrill  Lynch,  Greyhound  and  Allstate 
Insurance — dramatic  recognition  that  a 
franchise  in  the  mortgage  insurance 
business  is  a  license  to  print  money. 

Look  at  the  record.  Since  1976  MGIC's 
earnings  have  tripled  (from  $25.4  million 
to  $76.7  million)  and  UG's  more  than 
doubled  (from  $7.1  million  to  $15.3  mil- 
lion). But  now,  Hemphill  and  Karl  are 
marshaling  their  considerable  skills  for 
another  test  of  their  survival  capacity. 

Thanks  to  the  credit  crunch  and  the 
heavy  pressure  it  has  put  on  mortgage 
lenders'  ability  to  make  loans,  housing 
starts  are  heading  for  the  cellar — perhaps 
to  as  little  as  half  the  2  million  registered 
in  1978.  That  means  a  considerable  drop 
in  the  premium  income  Hemphill  and 
Karl  can  expect  to  draw  from  new  home 
buyers.  The  coverage — paid  for  by  the 
home  owner — is  designed  to  protect 
lenders  against  default  on  mortgages 
typically  made  against  modest  down 
payments.  But  with  few  buyers  around 
who  can  get — or  afford — mortgage  mon- 
ey at  16%  to  18%,  Hemphill  and  Karl  are 
beginning  to  feel  the  pinch. 

Applications  for  new  coverage  were  off 
almost  25%  at  both  UG  and  MGIC  in 
the  first  quarter.  The  rest  of  the  year 
looks  no  better.  "We  may  even  see 
things  decline  a  little  more  before  it 
turns  around,"  says  Max  Karl.  "The 
world  is  not  falling  apart,"  adds  his  good 
friend  Bill  Hemphill,  "but  it's  going  to 
get  worse  through  the  next  six  months." 

Both  men  have  the  sense  of  survivor- 
ship  that   comes   from   having  gone 


UG's  Hemphill 


Renewals  and  outsiders  at  the  gates. 

through  the  credit  crunches  of  1966  and 
1969-70  and  the  great  bloodletting  of 
1974-75,  when  earnings  at  both  compa- 
nies were  hit  hard.  "The  blood  was  flow- 
ing freely,"  chuckles  Bill  Hemphill  in  the 
soft  accents  of  his  native  North  Carolina, 
"and  a  lot  of  it  was  ours." 

Experience  is  the  great  teacher.  Karl 
and  Hemphill  have  been  preparing  for 
rough  weather  for  more  than  a  year  now. 
They've  already  cut  selling  costs  and  re- 
duced debt,  moves  that  should  help  to 
offset  some  of  the  squeeze  they  expect 
on  profits.  The  incentive  for  both  men  to 
keep  their  profit  ratios  up — and  thus 
their  stock  prices — is  greater  than  ever. 
The  sharks  may  already  be  in  the  water: 
MGIC  has  been  high  on  Wall  Street's  list 
of  takeover  prospects  since  last  summer, 
when  rumors  of  a  bid  by  American  Ex- 
press Co.  touched  off  a  big  runup  in  the 
stock.  Nothing  came  out  of  that  go- 
round,  but  MGIC  has  held  up  pretty  well 
in  a  generally  down  market — a  sure  sign 
that  The  Street  expects  some  action. 

UG  has  already  been  rocked  by  two 


85 


major  acquisitions  of  its  stock.  In  late 
March,  on  the  very  day  that  PennCorp 
Financial,  Inc.  was  explaining  to  securi- 
ties analysts  why  it  had  picked  up  6.6% 
of  UG's  common,  another  insurance- 
holding  company — the  American  Inter- 
national Group — announced  that  it  had 
snapped  up  almost  10%  of  the  mortgage 
insurer's  outstanding. 

Both  PennCorp  and  AIG  have  said  they 
have  nothing  more  in  mind  than  "invest- 
ment." Whether  that  means  investment 
investment,  or  investment  in  the  octopo- 
dan  takeover  sense,  remains  to  be  seen.  It 
is  clear,  though,  that  both  Hemphill  and 
Karl  are  about  to  go  through  a  trial  in 
which  their  ability  to  survive  as  indepen- 
dents will  be  severely  tested. 

How  severe  the  test  will  be  depends 
partly  on  how  big  a  bite  the  credit  crunch 
and  recession  take  out  of  the  housing 
market.  There  are  plenty  of  opinions — 
plus  quite  a  few  cracked  crystal  balls.  In 
January,  for  example,  the  National  Asso- 
ciation of  Home  Builders  was  confident- 
ly talking  of  1 .2  million  housing  starts  for 
the  year.  Now,  with  far  less  confidence, 
it  is  talking  of  less  than  1  million  starts. 
Last  fall  Max  Karl  figured  MGIC  would 
show  record  earnings  again  this  year. 
Now  he  is  saying  they  will  probably  be 
flat — "a  matching,"  he  says,  with  last 
year's  $3.36  a  share. 

Bill  Hemphill's  scenario  is  consider- 
ably less  optimistic.  Karl  is  looking  for  a 
turnaround  in  housing  starts  late  this 
year.  Hemphill  sees  no  improvement  un- 
til the  fall  of  1981.  Outside  analysts — 
Leandro  S.  Galban  Ir.  of  Donaldson,  Luf- 
kin  &.  Jenrette,  for  one — tend  to  agree 
with  Hemphill.  Galban  thinks  profits  at 
both  companies  will  be  down  this  year 
and  maybe  next. 

"The  real  cruncher,"  he  says,  "might 
be  when  people  realize  that  1981  might 
not  be  better  and  may  be  even  worse 
than  this  year."  The  stock  market's 
memory  is  notoriously  short.  A  couple  of 
so-so  years  back  to  back  might  make  a 
takeover  just  that  much  easier. 

A  drop  in  housing  starts  and  sales  in- 
evitably translates  into  slower  growth  for 
Hemphill  and  Karl.  It's  the  continuing 
thrust  of  new  business  that  has  made  the 
PMIs  [private  mortgage  insurers)  such 
wonderful  money  machines.  In  a  kind  of 
closed  loop,  a  sizable  chunk  of  premium 
income  flows  through  tax-deferred  loss 
and  contingency  reserves  into  invest- 
ment portfolios  heavy  with  tax-exempts. 

UG's  investment  income,  for  example, 
has  been  rising  at  about  the  same  rate  as 
underwriting  income — from  $1.02  a 
share  in  1976  to  $1.68  last  year — but  the 
bulk  of  it  is  tax  free:  It  goes  down  to  the 
bottom  line  at  marginal  cost.  The  recip- 
rocating link  between  premium  income 
and  investment  income  is  one  feature 
that  has  made  the  PMIs  so  attractive  to 
outsiders.  Why  the  PennGroup  interest 
in  UG?  "It's  a  money  machine  beyond 


belief  when  business  is  good,"  says  one 
analyst.  "They  don't  care  about  under- 
writing income  so  much  as  income  from 
the  investment  portfolio." 

That's  a  bit  of  overstatement.  Growth 
in  new  business  also  means  growth  in 
highly  stable  renewal  premiums — high- 
margined  premiums  that  go  on  the  books 
at  modest  underwriting  cost  and  tend  to 
stay  there  anywhere  from  seven  to  ten 
years.  Renewals  at  MGIC,  for  instance, 
have  swollen  to  the  point  where  they 
now  account  for  what  Max  Karl  says  is 
"about  60%  of  current  business." 

Both  Karl  and  Bill  Hemphill  are  count- 
ing on  the  high  level  of  renewals  to  help 
them  through  the  tough  times  ahead. 
Since  the  renewal  books  are  much 
thicker  now  than  in  1974-75,  both  men 
insist  their  results  are  going  to  look  a  lot 
better  than  they  did  in  the  last  crunch. 
They  also  think  that  the  jettisoning  of 
such  losing  lines  as  mobile-home  insur- 
ance will  enable  them  to  hold  a  much 
better  earnings  profile  than  five  or  six 
years  ago.  "We  don't  have  any  problems 
like  that  today,"  says  Max  Karl. 

One  problem  that  remains,  though,  is 
the  impact  of  rising  loss  ratios.  When 
times  get  tougher,  people  who  are  in  over 
their  heads  find  it  just  that  much  harder 
to  hang  on  to  their  homes.  In  the  case  of 
a  default,  the  PMIs  have  to  make  good  on 
their  coverage  by  paying  off  on  the  lend- 
er's loss,  which  means  lower  profit  mar- 


gins. At  the  moment,  losses  at  b 
MGIC  and  UG  are  running  at  aro 
15%  of  earned  premiums — not  unusul 
high.  Both  Max  Karl  and  Bill  Hemp) 
however,  expect  losses  to  climb. 

There  has  been  no  dramatic  upsurg 
outright  defaults  as  yet,  but  the  port< 
may  be  there.  The  "cure  rate"  on  da 
quencies — mortgage  payments  that 
in  arrears — has  slipped  from  around  ^ 
to  80%.  "That's  the  thing  that  w< 
increase  our  loss  ratios,"  says  Karl. 

The  losses  tend  to  move  in  lock: 
with  unemployment.  Karl  thinks  the 
dustry,  thanks  to  its  thick  renewal  be 
can  live  on  its  fat  as  long  as  unemp 
ment  doesn't  rise  above  the  curi 
6.2%.  Losses,  he  notes,  "don't  incn 
substantially  until  you  see  8%  or  moi 

That  point  may  be  closer  down 
road  than  many  expect,  but  Karl 
Hemphill  like  to  talk  about  the  brigl 
days  they  see  ahead  through  the  res 
the  Eighties.  The  demographics — a 
bulge  in  the  group  of  first-time  he 
buyers,  age  25  to  34,  who  make  up 
PMIs'  major  market — are  indeed  pror 
ing.  The  big  problem  is  how  to  mak 
there  through  what  is  shaping  up  ; 
very  hostile  environment. 

"Things  look  so  good  right  through 
Eighties  that  you  want  to  turn  the  p< 
fast,"  says  Hemphill.  It  will  take  sc 
doing  to  be  among  the  survivors  W 
the  new  chapter  is  written.  ■ 


Why  have  a  soggy  $2  billion  conglomera 
when  you  could  have  a  couple  of  good  sp 
cialized  outfits  instead?  That's  the  hard  que 
Hon  Al  Rockwell  is  putting  to  SCM  Corp. 

Here's  a  suggestion 
—or  else! 


By  Jefferson  Grigsby 


New  York-based  SCM  is  a  second- 
rate  conglomerate  with  some 
first-rate  parts,  and  it  is  priced  in 
the  stock  market  like  a  second-rate  con- 
glomerate. It  sells  for  about  half  its  con- 
servatively stated  book  value,  and  at  bare- 
ly 4  times  1979  earnings.  Such  companies 
inevitably  attract  takeover  tries.  Last 
year  an  obscure  financial  type  named  N. 
Norman  Muller  made  a  pass  at  SCM  and, 


though  he  owned  only  3%  of  the  stc 
gathered  proxies  for  31%  of  the  9.6  i 
lion  shares.  At  the  time,  Forbes  cc 
mented:  "If  Norman  Muller  doesn't  s 
ceed  in  capitalizing  on  the  disaffectio: 
SCM  stockholders,  the  odds  are  good  1 
someone  else  will  try." 

Late  last  month  someone  else 
This  time  it  was  no  financial  lightwei 
but     an     industrial     and  finan 
heavyweight,  Willard  F.  (Al)  Rockv* 
66,  the  retired  chairman  of  giant  Rc 
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YOU'D   EXPECT  TYPE   LIKE   THIS  FROM 
A   FINE   OFFICE  TYPEWRITER. 
BUT   NOBODY   CAN   TYPE   THIS  FAST. 


If   these  words  you're  reading 
look  like  they  came  off  your 
secretary's  electric 
typewriter,   look  again. 

This  advertisement  was 
"typed"   by  an  electronically- 
driven  character  printer. 

Which  can  hammer  out  letters, 
numbers  and  symbols  faster 
than  you  can  read  them. 

As   if  that  weren't  enough, 
this  printer  can  combine  two 
different  alphabets   in  the 
same  text. 

For  example,   Sie  konnen  das 
deutsch  Alphabet  schreiben, 
mit  GroBbuchstaben ,  Umlauten, 
u  .  s  .  w .  . 

Or,    if  you  want,   Vous  etes  a 
meme  de  prouver  votre 
habilete   in  francais. 

Or,  you  can  7  t  9  ;  :  J  V  3  ; 
f  "J  *  9  t       t  t  i 

The  character  printer  that 
does  these   fancy   (but  useful) 
tricks   is   the  TwinTrack®. 

It's  made  by  Qume®,  some 
of  the  people  of  ITT. 

»   


And  as  you  can  see   in  the 
photo  below,    it  has  two 
printing  heads. 

One  head  you  can  reserve  for 
English  characters. 

And   by  slipping  a  different 
printwheel   into  the  second 
head,   you  can  add  other 
characters . 

From  chemistry,  electronics, 
or  such: 

*7to{H}/v[m  +  4:-/~A0123'*  5  6  78  9 

X  —  n  +  ±yv«»,i,*i<  a— +  >  =  +  a  ( )^ 
jirez  +  HfAfiT^/i*  • 

lla8\He~Ani=KwvopY9cT£x<5xuC°<cc 

In  all,   94  different  type 
faces   in  22  languages. 

To  be   sure ,    not  everybody 
needs  a  Qume  TwinTrack  that 
can  do  all   these  things. 

But   if  you're   in  inter- 
national business  or  some 
highly  technical  field, 
there's  much  to  be  said  for 
having  two  sets  of 
characters   side  by  side. 

Because   they  can  do  so  many 
jobs   that  otherwise  would 
have  you  beside  yourself. 


The  best  ideas  are  the  I  '  I  "  I ' 
ideas  that  help  people.  -L.  JSL-JL 

©  1980  International  Telephone  and  Telegraph  Corporation  320  Park  Avenue,  New  York,  N  Y  10022 


well  International.  Al  Rockwell's  family 
name  is  on  two  big  corporations,  R-I  and 
Rockwell  Manufacturing,  and  he  does 
not  lack  capital.  Over  the  coffee  cups  in 
SCM's  Park  Avenue  executive  dining 
room,  Al  Rockwell  broke  the  news  to 
SCM  President  Paul  H.  Elickcr.  Rockwell 
said  he  now  owned  about  125,000  shares 
of  SCM  stock,  was  prepared  to  buy  more 
and  wanted  some  major  changes  made. 
He  suggested  that  Elicker  should  sell  off 
SCM's  anemic  Durkee  Foods  division, 
which  produces  12%  of  the  conglomer- 
ate's profits  on  25%  of  sales.  Then  he 


These  days,  investors  are  institutions, 
and  institutions  don't  want  conglomer- 
ates. They  want  a  chemical  or  an  office 
equipment  play.  SCM's  food  business 
has  been  a  drag  on  the  company  for  a 
long  time.  Once  you  get  rid  of  that,  office 
equipment  and  typewriters  and  papers 
fall  naturally  into  one  company  and  paint 
and  chemicals  into  the  other." 

Rockwell  first  got  interested  in  SCM 
during  last  year's  proxy  fight.  He  bought 
100,000  shares  at  between  24  and  26 
(recently  he  picked  up  about  25,000 
morel.  "I  assumed  something  would  hap- 
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SCM  stockholder  Wittard  F.  Rockwell 

If  it's  worth  more  dead  than  alive,  are  the  parts  worth  more  than  the  whole? 


should  reorganize  what's  left  (mostly 
Smith-Corona  typewriters,  Allied  Paper 
and  Ghdden  Coatings  and  Resins)  into 
two  new  companies  and  spin  both  off  to 
the  stockholders.  Elicker  said  he  would 
think  it  over. 

If  Elicker  and  his  board  reject  the  idea, 
Rockwell  says,  he  will  mount  a  new 
proxy  battle  to  take  over  SCM  at  its 
annual  meeting  in  October. 

Rockwell  thinks  his  plan  makes  busi- 
ness sense  and  stock  market  sense.  He 
explained  it  to  Forbes:  "Nobody's  inter- 
ested in  small  conglomerates  today. 


pen — a  takeover  or  something,"  he  says. 
Instead,  company  and  stock  went  back 
to  their  old  mediocre  ways.  SCM  will 
have  about  $1.9  billion  in  sales  through 
its  June  30  fiscal  year,  but  earnings  flat- 
tened in  the  third  quarter,  net  margins 
were  running  at  2.6%  and  return  on  equi- 
ty was  at  about  12%.  The  stock,  which 
got  up  to  32  last  fall,  sank  to  21  recently. 
As  Al  Rockwell's  S3  million  investment 
sank  with  it,  he  decided  do  something. 

SCM,  the  old  Smith-Corona  typewrit- 
er company,  jumped  blithely  into  copiers 
in  the  go-go  Sixties  and  has  wandered  in 


the  wilderness  ever  since.  Now  virtu, 
out  of  copiers  (3%  of  sales  in  1979),  St 
has  pressed  a  seven-year-long  antiti 
suit  against  Xerox  from  which  it 
garnered  not  a  penny  of  damages  so 
while  spending  some  $20  million  in  1< 
costs.  SCM  almost  defines  the  comp 
where  ownership  and  management 
divorced.  Its  board  of  directors  bo; 
such  names  as  George  D.  Kennedy,  pr 
dent  of  International  Minerals  &  Che 
cal,  and  Abbott  Laboratories  CEO  Rol 
A.  Schoellhorn,  but  no  outside  direc 
owns  more  than  500  shares  of  st<| 
Elicker  himself  owns  or  has  options! 
77,015  shares,  but  that's  less  than 
the  stock.  Says  Al  Rockwell:  "Thel 
nobody  on  that  board  who  has  as  mil 
stock  as  I  have." 

Rockwell  insists  he's  not  out  al 
Elicker's  scalp  and,  in  fact,  would  like 
keep  him  on  in  an  advisory  capacit> 
the  very  least.  "I'm  not  after  the  job,'' 
says.  "I  just  think  the  wrong  stratu 
decisions  have  been  made."  Others 
his  directors'  slate:  Donald  S.  MacLe 
former  Rockwell  International  gene 
counsel  and  later  Al  Rockwell's  admii 
trative  assistant  specializing  in  inves 
relations;  Thomas  F.  Hopkins,  a  forr 
R-I  vice  president;  and  Lone  Star  Ind 
tries  Chairman  fames  E.  (Jimmy)  Stew 
(Forbes,  Dec.  11,  1978).  That's  a  lot 
financial  fire  power  especially  if  Stew.- 
one  of  America's  real  corporate  comi 
gets  deeply  involved. 

Rockwell  says  he  and  his  associa 
will  be  prepared  to  buy  up  to  1  mill: 
shares  of  SCM  stock.  Says  he:  "After 
about  3  million  shares  voted  agai 
management  last  fall.  Add  a  milll 
more  to  that  and  you're  coming  pre 
close  to  majority  control." 

What  about  last  year's  challenger,  N 
man  Muller?  Says  Rockwell:  "I've  nei 
met  the  man."  Says  Muller:  "No  ca 
ment."  The  betting  is,  however,  t] 
Muller  is  pretty  well  out  of  the  pictur 

Rockwell  believes  many  of  SCM's 
visions  generate  profits  that  would 
noticeable  once  the  company  is  shorn 
the  food  division.  SCM's  $245  millj 
paper  business,  for  example,  had  a  27 
return  on  investment  in  1979;  coatii 
and  resins  returned  16%,  and  typewi 
ers  and  appliances  15%.  Says  Rockwe 
"Last  fall's  vote  was  a  mandate  to  Elicl 
to  get  off  his  duff.  So  far,  I  can't  see  tl 
much  of  anything  has  happened."  Hd 
ever,  SCM's  management  will  have  a 
more  trouble  brushing  off  this  challer 
than  the  last  one.  Al  Rockwell  and  1 
associates  may  even  be  starting  a  trei 
There  are  lots  of  companies  arou 
where  mediocre  businesses  are  draggi 
down  good  ones  and  where  the  parts  ; 
worth  more  than  the  whole.  Maybe, 
Rockwell  suggests,  the  1980s  will  be  t 
decade  when  "pure  plays,"  for  all  th 
cyclically,  make  a  comeback  in  inv 
tors'  affections.  ■ 
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BOEING  COMPUTER  SERVICES 
OFFERS  PROVEN  FINANCIAL  ANALYSIS  TOOLS 
TO  HELP  OPTIMIZE  YOUR 
FINANCIAL  PERFORMANCE 
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Our  capability  began  in  The  Boeing  Company  which  recognized  the  need 
to  provide  managers  at  all  organization  levels  with  a  state-of-the-art  business 
management  tool  to  help  them  plan  and  control  their  resources.  It  was  called 
Executive  Information  Services  (EIS). 

Today,  EIS  is  just  one  part  of  a  comprehensive  package  of  financial  analysis 
tools  balled  Financial  Management  Services  designed  to  help  you  in  budgeting, 
estimating,  tracking,  P&L  analysis,  forecasting,  modeling  and  risk  analysis. 

That's  not  all.  Our  full  product  line  offers  you  more  ways  to  optimize  profits 
and  get  better  visibility  -  a  cash  control  system,  currency  conversion,  graphical 
displays,  a  statistical  package,  project  planning  and  exceptional  data  manage- 
ment capabilities  for  financial  data. 

The  technical  support  we  offer  is  unexcelled.  The  people  who  will  work 
with  you  are  qualified,  professional  and  knowledgeable  in  financial  operations. 

And,  our  services  are  designed  to  be  easy  to  use.  They  save  financial  analyst 
and  professional  time.  You  will  have  access  to  them  via  one  of  the  world's 
largest  privately  managed  communications  networks.  We  also  offer  a  full  range 
of  banking  and  thrift  processing  services  including  Electronic  Funds  Transfer, 
plus  training  and  consulting  services  designed  to  meet  your  needs. 

To  learn  more  about  this  profit  opportunity,  write  or  call:  William  O.  Sparks, 
Director  of  Sales  Operations,  Boeing  Computer  Services  Company 
177  Madison  Avenue,  Morristown,  NJ  07960,  (201)  540-7726. 


BOEING  COMPUTER  SERVICES 


□  Please  send  me  a  copy  of 
"Products  for  the  Financial 
Industry". 

□  Have  your  representative 
call  and  schedule  a  brief 
but  productive  meeting. 


Name 


Title 


Organization 


Address 


City 


State 


Zip 


Telephone 


A  Division  of  The  Boeing  Company 


Edited  by  Robert  J.  Flaherty 


Source  of  the  fuss 

Maxwell  foseph  of  Britain's  Grand  Met- 
ropolitan, Ltd.,  the  man  whose  $415  mil- 
lion takeover  bid  has  been  ruining  Lig- 
gett Croup's  sleep  of  late,  is  that  relative 
rarity  in  Britain,  a  self-made  man  who 
hit  it  big.  (Grand  Met  is  the  I3th-largest 
British  company;  its  revenues  should 
reach  $5.5  billion  this  fiscal  year  through 
September,  with  profits  of  some  $330 
million.)  Born  in  London  in  1910,  he  quit 
school  at  16  to  work  in  a  local  real  estate 
office  in  the  North  London  district  of 
Hampstead  for  $6  a  week.  But  he  soon 
borrowed  $400  or  $2,000  (versions  differ) 
from  his  father  to  set  up  his  own  real 
estate  firm. 

By  then  he  was  already  smitten  by  his 
passion  for  hotels,  first  caught  at  14  from 
reading  Arnold  Bennett's  novel,  Imperial 
Palace.  After  surviving  World  War  II  in 
the  Royal  Engineers,  in  1946  he  used  a 
$70,000  bank  loan  to  buy  the  blitz-dam- 
aged Mandeville  Hotel  in  London's 
Marylebone  district.  His  first  big  buy,  for 
$2.8  million,  was  London's  Mount  Royal 
Hotel  in  1957,  followed  up  since  with  a 
string  of  high-class  hotel  acquisitions  all 
over  Europe,  such  as  the  Lotti  in  Paris, 
the  Carlton  in  Cannes  and  the  Hotel 
d'Angleterre  in  Copenhagen.  His  undis- 
closed bid,  reportedly  $60  million,  for  the 
majority  stake  in  tbree  more  Paris  ho- 
tels, plus  the  famed  Cafe'  de  la  Paix,  is 
currently  under  negotiation  with  the 


Grand  Metropolitan's  11  Joseph 


Via  Liggett,  checkis  the  U.S.? 


French  Finance  Ministry. 

Hotels — including  entertainment,  ca- 
tering and  managed  public  houses  (sa- 
loons)— are  still  the  biggest  part  of  Grand 
Met  (25%  of  sales  and  28%  of  earnings), 
•  followed  closely  by  brewing  and  distribu- 
tion (21%  and  28%),  mainly  the  result  of 
its  ferociously  fought  acquisition  of  the 
Watney  Mann  brewing  group  in  1972  for 
$1  billion,  and  milk  and  food  (22%  and 
16%).  But  what  moved  Liggett  Group 
into  Joseph's  sights  was  Grand  Met's 
promising  and  profitable  [21%  of  sales, 
20%  of  earnings)  wines  and  spirits  busi- 
ness, notably  its  J&B  scotch.  J&B,  the 
bestselling  U.S.  scotch,  is  distributed  in 
this  country  by  Liggett  subsidiary  Pad- 
dington  Corp.  Another  Liggett  subsid- 
iary is  Austin  Nichols,  maker  and  dis- 
tributor of  highly  successful  Wild  Turkey 
bourbon.  These  seem  to  be  the  Liggett 
properties  that  Joseph  is  after;  in  fact,  if 
Grand  Met  took  over  Liggett  lock,  stock 
and  whiskey  barrel,  it's  a  plausible  bet 
that,  besides  these  and  perhaps  some 
soft-drink  operations,  nearly  all  the  rest 
of  the  company  would  be  divested. 

Grand  Met  certainly  doesn't  lack  for 
the  money  to  back  up  its  bid:  Besides  a 
$170  stock  sale  to  its  own  holders  last 
year,  the  proceeds  of  which  are  still  large- 
ly unused,  it  has  two  $175  million  loans 
from  Barclays  Bank  International  and  In- 
ternational Westminster  Bank.  It  also 
has,  in  this  particular  case,  a  weapon  that 
could  be  more  powerful  than  money. 
Paddington's  contract  to  distribute  J&B 
expires  in  1990,  so  any  would-be  white 
knight  would  think  twice  before  gallop- 
ing to  the  rescue. 

Joseph,  a  small,  shy  and  retiring  man, 
with  no  gift  for  public  speaking,  has  a 
hobby  of  stamp  collecting,  specializing 
in  Cape  of  Good  Hope  issues.  This  is  his 
first  major  effort  at  collecting  U.S.  com- 
panies, but  it  may  well  not  be  his  last. 
Grand  Met  also  has  a  fast-growing  gam- 
bling operation,  including  more  than 
75%  ownership  of  London's  Ritz  Hotel 
casino.  Though  Joseph  recently  pulled 
out  of  talks  on  getting  a  piece  of  Atlantic 
City  action,  it  would  take  a  rash  man  to 
bet  that,  once  solidly  established  in  the 
liquor  business  here,  Joseph  will  not  be 
inclined  to  test  the  gambling  waters. 


Bullish  on  ML  WW 

Soon  after  Merrill  Lynch  acquired  White 
Weld  in  April  1978,  there  was  dark  spec- 
ulation in  a  magazine  article  that  the 
departure  of  a  few  key  White  Weld  peo- 
ple could  greatly  diminish  the  value  of 
the  acquisition.  A  week  later  Louis  Perl- 
mutter,  head  of  White  Weld's  mergers 
and  acquisitions  group,  left  for  the  more 
congenial  boutique  atmosphere  of  Lazard 
Freres,  joining  the  exodus  of  hundreds  of 
other  White  Weld  personnel. 

So  how  is  the  Merrill  Lynch  White 
Weld  Capital  Markets  Group  doing  after 


Ferenbach  of  Merrill  lynch 


First  in  deals,  but  not  yet  in  dollar. 

the  departure  of  Perlmutter  and  oth 
Nicely,  thank  you,  says  Perlmutter's 
te'ge'  and  successor,  38-year-old  Carl 
enbach.  Today  MLWW  is  taking  par 
more  mergers  and  acquisitions  than 
other  firm.  At  the  moment,  among  o> 
things,  MLWW  is  advising  the  Ligj 
Group  as  it  grapples  with  a  takeover 
by  the  U.K.'s  Grand  Metropolitan  Ltc 

When  Perlmutter  left,  ex-marine 
Harvard  M.B.A.  Ferenbach  was  given 
job  of  organizing  MLWW.  Why  didn' 
go  with  his  mentor"  "I  had  the  oppo 
nity  to  run  my  own  show  here,"  he  s 
Not  that  it  was  much  of  a  show.  Me 
Lynch  had  practically  no  mergers 
acquisitions  business,  though  it  had 
ated  a  group  shortly  before  the  acqi 
tion.  Blending  the  two  groups  was  d 
cult:  "There  was  little  coordination, 
a  lot  of  bodies,"  Ferenbach  recalls. 

Ferenbach  decided  the  key  to  sua 
was  convincing  Merrill  Lynch's  imp 
sive  roster  of  corporate  clients  to  usa 
new  mergers  and  acquisitions  servi 
"There  was  a  certain  amount  of  ini 
resistance,"  he  admits.  But  as  his  tc 
got  a  few  small  deals  and  did  well  v 
them,  the  business  began  to  grow. 

In  1978  MLWW  completed  48  de 
That  was  more  than  any  other  firm, 
only  three  exceeded  $250  million, 
largest  being  Beatrice  Foods'  $490  t 
lion  acquisition  of  Tropicana  Produ 
In  •  dollar  terms — where  it  couni 
ML  WW's  $3.9  billion  in  mergers  and 
quisitions  was  less  than  half  that  of  le 
er  Morgan  Stanley. 

In  1979  MLWW  dropped  to  31  de 
but  8  were  over  $250  million  and  3  c 
$500  million  for  a  $5.3  billion  total.  " 
largest:  McGraw-Edison's  $750  mill 
acquisition  of  Studebaker-Worthingtc 

Despite  the  chaotic  environmi 
1980  is  off  to  a  good  start,  with  e\ 
deals  totaling  more  than  $1  billion 
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"Solid  in  chemicals.  Impressive  technology.  Looks  like 
Diamond  Shamrock's  a  growth  bet  for  the  Eighties." 

"And  "beyond.  That  acquisition  of  Ealcon  Coal  makes 
their  energy  story  even  stronger." 


Diamond  Shamrock 

Resourceful  in  energy,  technology,  chemicals. 

Diamond  Shamrock  Corporation,  Dallas,  Texas  752(31 


Faces 

Behind The  Figures 


several  more  in  the  works.  Two  that  are 
in  the  news,  apart  from  the  Liggett 
Group  defense:  MLWW  advised  Allergan 
Pharmaceuticals,  which  was  recently  ac- 
quired hy  SmithKline  for  $260  million  in 
stock  after  two  upward  renegotiations; 
and  it  is  advising  Sundance  Oil,  which  is 
looking  for  a  buyer  and  will  probably  sell 
out  for  several  hundred  million  dollars. 
Says  Ferenbach:  "I  would  expect  that 
within  five  years  we'll  be  the  biggest  in 
the  business."— Subrata  N.  Chakravarty 


Madison  Avenue,  S.C. 

Until  last  year,  Greenville,  S.C. -based 
Henderson  Advertising  was  considered 
just  another  regional  agency  located  near 
one  major  account,  Texize,  the  household 
products  maker.  Of  limited  interest,  too, 
it  seemed,  was  the  political  career  of  the 
agency's  multimillionaire  founder,  James 
M.  Henderson;  it  looked  as  though  it  had 
ended  even  before  it  started.  After  serving 
as  Assistant  Postmaster  General  under 
Richard  Nixon,  Henderson  made  a  losing 
bid  as  a  Republican  candidate  for  South 
Carolina's  Lieutenant  Governor's  seat. 
Later,  he  turned  down  the  job  of  Secretary 
of  the  Army. 

Now,  suddenly,  Henderson  Agency  has 
picked  up  an  extra  $20  million  in  new 
billing  in  the  last  12  months  alone,  to 
become  the  first  non-Manhattan,  non- 
Chicago  agency  to  win  Advertising  .\ge's 
"Agency  of  the  Year"  award.  If  the  Re- 
publicans capture  the  White  House,  Hen- 
derson himself  is  a  strong  possibility  for 
a  cabinet  post,  perhaps  Secretary  of 
Health,  Education  &.  Welfare.  He  says 
he's  concerned  about  the  plight  of 
America's  aged.  At  59,  he  says  he  is  in 
the  process  of  becoming  one  of  them. 

By  flourishing  since  1946  in  a  spot 
where  northern  know-it-alls  claim  you 
can't  do  creative  advertising,  Henderson 
has  taught  the  trendy  crowd  a  lesson. 
After  working  in  advertising  with  Gen- 
eral Foods  in  New  York  and  then  going 
with  an  agency  in  Denver,  Henderson 
faced  a  dilemma.  He  wanted  to  live  in  his 
dear  old  Southland,  but  there  was  no 
agency  of  the  kind  he  wanted  to  work 
for.  So  with  just  $500,  he  started  his 
own.  He  wanted  to  do  branded  packaged- 
goods  work  because  he  figured  that's 
where  the  big  money  was.  Since  there 
wasn't  a  good  packaged-goods  account 
nearby,  he  created  one. 

Henderson  persuaded  a  textile  indus- 
try supplier  to  create  a  consumer  product 
out  of  its  industrial  floor  cleaner,  used  in 


Henderson  of  Henderson  Advertising 
Why  not  create  your  own  customer? 

cotton  mills.  He  was  so  poor  that  the 
head  of  the  outfit — Texize — had  to  drive 
by  and  pick  him  up  in  the  morning. 
Henderson  didn't  even  own  a  car.  Today 
he  drives  a  $100,000  Rolls-Royce.  Mean- 
while Texize,  now  the  $165  million  con- 
sumer products  division  of  Morton-Nor- 
wich, ranks  first  or  second  in  a  string  of 
household  products — Fantastik,  Glass 
Plus,  K2R  Spot  Remover,  Pine  Power, 
Spray  'N  Wash. 

His  big  breakthrough  came  last  year 
when  he  won  such  national  accounts  as 
Esmark's  $12  million  STP,  the  $4  million 
account  of  the  Homelite  division  of  Tex- 
tron and  $3  million  of  Forcmost-McK.es- 
son's  wine  and  spirits  group. 

To  get  creative  types  in  Manhattan 
and  Chicago  to  move  down  to  Green- 
ville, he  built  an  ultramodern,  solar-heat- 
ed $3  million  office  building,  which  he 
and  a  partner  own  and  rent  to  the  agen- 
cy. He  also  does  something  else  rare  in 
the  South.  He  pays  New  York  salaries  in 
Greenville,  where  a  bigger  house  goes  for 
half  the  price  of  one  in  Greenwich, 
Conn.,  and  where  commuting  time  is 
only  ten  minutes  daily. 

Within  tjiree  years,  Henderson  pre- 
dicts, his  billings,  currently  at  $55  mil- 
lion, will  exceed  $100  million.  Three 
years  after  that,  he  plans  to  retire  and  let 
his  135  employees  buy  him  out,  probably 
at  about  a  million  or  so  annually  for  five 
years.  Meanwhile,  restless,  trim  jogger 
that  he  is,  he  already  thinks  he  knows 
what  he'll  do  next.  "If  I  feel  good,  I'll 
probably  start  a  new  company." 


Brock's  billions 

When  it  comes  to  lending  out  money, 
there  aren't  many  anywhere  with  as 
much  cash  as  Allan  Brock.  Last  year  he 
lent  $7.7  billion.  This  year  he's  got  an 
extra  $2  billion  to  lend.  And  if  that  isn't 
enough,  there's  likely  to  be  more  where 
that  came  from.  This  isn't  20%  money, 


either;  it's  going  for  14%  today. 

But  don't  call  unless  you're  a  fan 
because  Allan  Brock  is  deputy  admi 
trator  for  the  farm  and  family  prograi 
the  Farmers  Home  Administra 
(known  as  FmHA,  to  avoid  confu 
with  the  other  FHA),  which  is  part  ol 
Department  of  Agriculture.  His  mis 
is  to  make  sure  farmers  can  get  mc 
for  planting  and  fixing  and  expan 
when  the  banks  say  no.  Right  now  lo 
banks  are  saying  no,  and  the  farmers 
lining  up  for  cash — at  about  1,900  Frr 
offices  around  the  country. 

"This  is  serious,"  he  says.  "It  wasl 
enough  before,  with  production  expe 
going  up  faster  than  income.  I've  n 
seen  anything  change  so  dramatical 

Just  a  few  months  ago  the  farm  se 
was  boom  country.  The  sudden  dc 
turn  has  come,  of  course,  with  the 
lapse  of  the  Soviet  grain  deal  and 
drop  in  grain  prices  as  fuel  and  a 
costs,  then  interest  rates,  began  soar 

"I  can't  remember  seeing  this  n 
worried  bankers  coming  here  [to  Wl 


Farmer's  friend  Allan  Brock 
No  city  folk,  need  apply. 
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25  years  ago  people  didn't  know 
that  shrink-to-fit  packaging  would  give 
the  beef  industry  made-to-order  savin 

But  Grace  knew. 


Back  when  beef  was  shipped  whole 
and  unprotected,  profits  dried  up 
as  soon  as  the  meat  did. 

Grace's  Cryovac  division  solved 
this  problem  with  a  unique 
shrink-to-fit  package  now  known  as 
the  Barrier  Bag? 

With  it,  meats  could  be  processed 
in  centralized  plants  and  shipped  in 
smaller  cuts  according  to 
grocers'  needs. 

The  idea  was  so  cost  efficient,  it 
revolutionized  grocery  merchandising. 
And  today,  Cryovac  shrink  films  help 


package  hundreds  of  grocery  and 
non-grocery  items. 

Cryovac  is  only  one  of  the  growing 
companies  that  make  up  Grace's 
specialty  chemical  business.  And 
chemicals,  in  turn,  are  only  one  part 
of  W.R.Grace  &  Co. 

Grace,  in  fact,  is  a  $5.3  billion 
company  with  broadly  balanced 
interests  in  chemicals,  natural 
resources,  and  consumer  businesses. 

Since  1969,  the  company's  net 
income  has  grown  by  an  average  of 
14%  annually,  and  shareholders 


have  been  receiving  cash  dividends 
for  46  consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
WR.  Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y  10036,  Dept.  FB. 


One  step  ahead  of  a 
changing  world. 

GRACE 

chemicals  •  natural  resources  •  consumer  products 


Faces 

Behind  The  Figures 


ington]/'  Brock  says,  "and  I've  never 
quite  seen  the  White  House  attention 
this  is  getting."  His  Dec.  31  delinquency 
rate  on  loans  for  operations  was  37% ;  on 
loans  for  land,  15%.  The  numbers  aren't 
as  bad  as  they  seem — delinquent  loans 
usually  get  paid  off  when  the  harvest 
comes  in — but  the  rate  has  been  running 
1%  to  2%  above  the  year  before. 

Farm  operating  costs — seed,  fertilizer, 
fuel  and  the  like— run  about  $100  an  acre 
for  corn,  he  explains.  If  interest  rates  go 
up  just  4% ,  and  they  have  done  at  least 
that  this  year,  it  means  a  $4-an-acre  cost 
increase  which  adds  up  to  $2,800  on  700 
acres.  "Maybe  that  doesn't  sound  like 
much  to  you,  but  it  is  off  the  top,"  says 
Brock,  who  has  been  with  the  FmHA 
since  1954  and  worked  his  way  up  from 
assistant  county  supervisor. 

His  agency  has  been  expanding  at  a 
rapid  pace  recently:  Today  he  says  he  is 
supplying  9%,  maybe  a  bit  more,  of  total 
farm  credit  against  2%  to  3%  not  many 
years  ago;  the  $7.7  billion  he  lent  last 
year  compares  to  a  normal  $1.75  billion 
not  long  ago.  The  extra  $2  billion  voted 
by  Congress  to  cover  the  credit  crunch  is 
supposed  to  last  this  year  and  next — and 
Brock  isn't  sure  it  will. 

"There  is  a  tendency  to  overreact" 
when  talking  about  farm  troubles,  Brock 
admits.  "I  try  not  to  do  it."  Things  can 
get  better  quickly,  he  notes.  "Just  let 
Russia  have  another  bad  year,  or  Brazil- 
ian soybeans  go  to  hell,"  he  says.  But  if 
that  doesn't  happen,  Allan  Brock's  got 
money  to  lend.— Jerry  Flint 

Shopping  for  the  Arabs 

In  1969,  a  year  out  of  the  University  of 
Texas  law  school,  Frank  Van  Court 
joined  the  powerhouse  Houston  law  firm 
of  Vinson  &  Elkins,  where  former  Texas 
Governor  John  Connally  took  him  under 
his  wing  a  few  years  later.  Connally 
came  to  represent  Ghaith  Pharaon,  a 
Saudi  Arabian  investor  who  in  1978 
hired  Van  Court  away  to  manage  his  U.S. 
interests,  now  including  the  $350  mil- 
lion (1979  deposits)  National  Bank  of 
Georgia,  98%  owned  by  Pharaon,  best 
known  in  the  U.S.  for  having  bought, 
then  unloaded,  control  of  Detroit's  rick- 
ety Bank  of  the  Commonwealth. 

Van  Court,  now  37,  sits  on  the  boards 
of  the  Georgia  bank;  Dallas'  Sam  P.  Wal- 
lace Co.,  a  mechanical  contractor  (65% 
owned  by  Pharaon);  and  Houston's  CRS 
Group,  Inc.,  architects  and  construction 
managers  (20%).  He  is  also  chairman  of 


Frank  Van  Court  of  Interedec  U.S.A. 
From  Texas  ranch  to  Saudi  riches. 

Interedec  U.S.A.,  the  U.S.  arm  of  Pha- 
raon's  Saudi-based  holding  company. 

That's  a  long  way  to  come  for  a  fellow 
from  a  small  ranch  in  arid  western  Tex- 
as. But  now  Van  Court  is  looking  for 
even  bigger  fish.  "With  the  liquidity 
crunch  and  the  high  cost  of  money,  com- 
panies that  have  access  to  capital  will  be 
able  to  acquire  properties  at  very  reason- 
able prices,"  he  says,  puffing  happily  on 
his  daily  cigar.  "Equity  money  is  going  to 
be  at  a  premium,  and  equity  money  is 
what  we  bring  to  the  table."  What's 
more,  the  relative  strength  of  the  dollar 
is  driving  away  European  and  Canadian 
buyers — who  last  year  had  cheap  dollars 
to  spend — thus  weeding  out  some  of  the 
competition  for  bargains. 

So  Interedec,  fueled  by  Saudi  funds — 
where  do  they  come  from?  who 
knows? — is  preparing  for  a  $200  million- 
to-$300  million  purchase,  far  larger  than 
the  $22  million  Pharaon  spent  for  the 
less-than-spectacular  National  Bank  of 
Georgia,  his  largest  U.S.  acquisition  to 
date.  Van  Court  is  looking  for  a  Sunbelt 
firm,  perhaps  in  steel  or  cement,  to  ac- 
quire in  the  next  6  to  12  months.  With 
Pharaon's  concurrence,  Van  Court  aims 
to  make  Interedec  less  financially  depen- 
dent on  its  Saudi  connections.  'We  want 
Interedec  to  be  a  substantial  company," 
he  says,  "a  vehicle  in  its  own  right"  for 
further  expansion  or  acquisitions. 

Don't  think  he's  cutting  those  Saudi 
ties,  though.  "It's  exciting  to  be  involved 
with  someone  from  the  Middle  East 
when  it  has  become  so  important  to  us," 
he  says.  Not  to  mention  how  important 
it  is  to  him.— Toni  Mack 

"A  testy  time" 

Three  weeks  after  taking  over  as  presi- 
dent of  Interbank  Card  Association,  Rus- 
sell E.  Hogg  found  his  freewheeling  Mas- 
ter Charge  handcuffed  with  consumer 
credit  controls.  Interbank  licenses  the 
number  two  worldwide  bank  credit  card, 
soon  to  be  known  as  MasterCard.  Among 
its  members  are  over  12,000  U.S.  banks 
that  had  helped  59  million  customers  to 
go  on  a  $12  billion  MasterCard  binge. 

As  the  Federal  Reserve  forced  interest 
rates  up  to  record  levels,  the  18%-or-so 
loans  banks  made  to  consumers  on  the 


cards  became  decreasingly  profita 
Trouble  was  state  usury  laws  and  I 
tracts  that  protect  consumers  mad 
difficult  to  raise  rates  quickly. 

Then  the  Fed  acted,  requiring  a  1 
reserve  on  most  types  of  consumer  en 
and  forcing  credit  issuers  to  execute 
unpopular  controls.  Hogg,  formerly  ■ 
American  Express  and  an  ex-FBI  agenl 
boot,  instantly  pulled  ads  designed) 
plug  MasterCard's  new  name  and 
placed  them  with  one  that  asked  Mas 
Card  holders  to  use  their  cards  only| 
necessities  and  emergencies.  This  is  1 
a  gourmet  restaurateur  asking  custom 
to  go  on  a  diet. 

"We're  in  a  diagnostic  stage,"  s| 
Hogg.  "We  must  determine  how  to  m 
the  controls  and  at  the  same  time 
sensitive  to  consumer  needs."  Thus 
member  banks  are  deciding  individuj 
what  to  do — whether  to  raise  feesl 
merchants  who  may  throw  out  the  q 
or  to  raise  interest  rates,  or  to  reduce 
size  of  credit  lines  on  customers  \^ 
then  might  try  to  swear  off  charging- 
perhaps  just  to  impose  a  transact! 
charge,  hoping  the  cardholder  won't 
tice  too  much. 

Meanwhile,  Hogg  also  is  looking  1< 
run,  when  consumers  will  be  able  to 
dulge  their  appetites  again.  He  predj 
his  association  will  stress  new  produi 
such  as  traveler's  checks,  and  consiji 
revamping  MasterCard  as  a  travel  j 
entertainment  card  to  compete  Ml 
American  Express.  He  may  also  push 
debit  card,  which  would  reduce  a  saviji 
or  checking  balance  at  the  instani 
charge  is  made.  "This  is  a  testy  tirrji 
says  Hogg.  "Still  we're  convinced  plaj 
has  a  future  in  the  Eighties."  In  sh 
Hogg  is  hoping  any  credit-card  cutb] 
by  his  59  million  holders  will  be  a  j 
not  a  lasting  fashion.— jean  Briggs 


Hogg  of  Interbank  Card  Association 
Like  a  chef  recommending  a  diet. 
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iOOO  Learjets 


A  few  days  ago  our 
1 ,000th  Learjet  business  jet 
was  delivered  to  The  Eaton 
Corporation. 

Eaton,  the  101st  largest  in- 
dustrial firm  in  the  U.S.,  is  no 
stranger  to  Learjets.  They  now 
own  six.  They'll  be  getting  num- 
ber seven  soon. 

What's  significant  about 
1 ,000  Learjets? 

Leadership... 

...in  customer  accep- 
tance: hundreds  more  Learjets 
are  in  daily  service  worldwide 
than  any  other  type. 

...in  owner  utility:  Learjets 
have  flown  more  than  1.1  billion 


miles.  Millions  more  than  any 
other  bizjet. 

...in  experience:  the  next 
1 ,000  Learjets  benefit  from  a 
heritage  other  manufacturers 
are  far  from  achieving. 

More  of  the  top  1 ,000  com- 
panies in  the  U.S.  fly  Learjets 
than  any  other  make  of  busi- 
ness jet.  And  so  do  more  grow- 
ing firms  moving  toward  the  top. 

If  using  your  time  more 
productively  —  at  fuel  and  dol- 
lar costs  per  mile  which  are 
lower  than  any  other  business 
jet  —  is  a  must  for  you  in  the 
decade  ahead,  Learjet  is  your 
answer. 


Call  or  write  Phil  Lovett, 
our  vice  president  in  charge  of 
U.S.  sales,  or  Finn  Hedlund, 
our  vice  president  in  charge  of 
international  sales,  if  you'd  like 
additional  information.  They're 
both  at  (602)  294-4422.  Gates 
Learjet  Corp.,  P.O.  Box  11186, 
Tucson,  Arizona  85734. 

Gates 
Learjet 

The  world's  most 

fuel-efficient  business  jet 
Now  building  our  second  1,000 


Knowing  what  it's  worth 
can  he  worth  a  lot. 


We  didn't  help  Isabella  launch  a  new- 
venture.  But  we  do  help  Holiday  Inns® 
explore  the  world  for  new  hotel 


MERICAN 
PPRAISAL 


WE  KNOW  VALUES. 


sites.  The  world's  largest  appraisal 
firm  can  help  you,  too,  with 
feasibility  studies  and  much  more. 
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TWA  flics  the  L-1011 
tie  worlds  most  advanced  widebody. 

Here's  why. 


TRANS  WORLD 

'"MIIIU        It  1 1 1*  1  t  I  I  t i  l  •  1 1 1 • 1 1 1 1 1  1 1 1 1 «  tit  I  I  ll  II  I  I  t  t  i  I  I  t  I  I  I  t  I  1  I  • 


From  the  moment  you  step 
aboard  TWAs  L-1011,  you'll 
have  the  feeling  you're  in  a  very 
special  plane. 

You'll  be  particularly 
impressed  by  the  spaciousness  of 
the  passenger  cabin  — 19'  wide 
and  8'  high— with  two  aisles, 
indirect  lighting,  and  comfortable 
seats.  But  the  real  beauty  of  the 
L-1011  lies  in  the  things  you 
don't  see. 

Offspring  of  the  SST 

When  America  embarked  on 
the  SuperSonic  Transport 
program,  considerable  resources 
were  put  behind  the  development 
of  new  technology.  Much  of  this 
has  been  incorporated  into  the 
L-1011,  making  it  the  most 
advanced  widebody  in  the  world. 


L-1011  has  a  4-part  autoland 
system,  making  it  more 
sophisticated  than  other  aircraft. 

In  addition,  the  L-1011  has 
instrumentation  so  advanced  it 
was  granted  a  special  Category 
III  A  clearance  — the  ability  to 
land  in  all  weather. 

Passenger  comfort 

Inside  TWAs  L-1011. 
everything  has  been  designed  to 
make  a  long  flight  seem  shorter. 


The  L-1011  s  advanced  flight  control 
system  derives  from  the  SST  program. 


"TWA'sL-101 1  fleet  is  another  reason 
why  you're  going  to  like  us. " 

—J.  E.  Frankum,  TWA  Chief  Pilot 

The  smoothest  plane  in  the  air 

The  L-1011  is  the  only 
widebody  with  a  flying  horizontal 
stabilizer,  for  smoother  takeoffs. 

In  the  air,  the  L-lOlTs 
computerized  autopilot  — the 
most  advanced  of  any  aircraft— 
works  to  provide  the  smoothest 
flight. 

And  because  the  L-1011  is 
the  only  widebody  with  direct  lift 
control  (automatic  adjustment  of 
lift  and  pitch),  it's  smoother  on 
landing,  too. 

An  all-weather  aircraft 

Most  widebodies  have  a 
2-part  autoland  system.  Only  the 


The  L-1011  is  equipped 
nth  three  Rolls-Royce 
high-bypass  engines — the  quietest  of  their  kind. 

At  your  fingertips  are  controls 
for  reading  lights,  air  outlets,  and 
entertainment.  Drinks,  stereo 
music,  and  full-length  movies 
help  the  time  fly  by. 

So  if  you're  planning  a  trip 
coast  to  coast,  plan  to  fly  on 
TWAs  L-1011,  today's 
most  advanced 
widebody. 


You  re  going  to  like  us 


A  top  international 
bank  should  be  loca 
where  its  customers 
do  business. 
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At  Continental  Bank, 
we  think  geographical 
proximity  is  not  just 
desirable,  it's  essential. 


ximity  increases  communication.  Reduces  response  time.  And  leads  to  a  strong  working  relationship, 
our  financial  teams  are  never  more  than  minutes  away  from  the  headquarters  and  subsidiary  off  ices 
he  customers  they  serve.  It's  what  you  expect  from  a  top  international  bank.  At  Continental  Bank, 
reality. 


W  CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 


:ntina  •  Australia  •  Austria  ■  Bahamas  •  Bahrain  •  Belgium  •  Brazil  •  Canada  ■  Colombia  •  France  •  Greece  •  Hong  Kong  •  Indonesia  ■  Italy  •  Japan  •  Kenya  •  Korea 
anon  •  Malaysia  •  Mexico  -  The  Netherlands  •  The  Philippines  •  Singapore  Spain  •  Switzerland  -Taiwan  ■  Thailand  ■  United  Kingdom  •  Venezuela  ■  West  Germany 
United  States  -  Chicago  -  New  York  -  Los  Angeles  -  Houston  >  Dallas  -  Miami  -  Cleveland  -  San  Francisco  -  Denver 


Howdoyouget 
the  whole  picture  when 
you're  researching 
conglomerates? 


Merrill  Lynch  says, 
piece  bypiece. 


Understanding  conglomer- 
ates would  be  a  snap  if  the  whole 
equaled  the  sum  of  its  parts. 
Then  balance  sheet  research 
might  tell  you  all  you'd  need  to 
know  about  them. 

But  conglomerates  are  far 
more  complex  than  that.  So 
Merrill  Lynch  developed  a  bet- 
ter way  to  look  at  them:  in 
depth,  piece  by  piece,  division  bv 
separate  division. 

Carol  Neves,  our  chief 
conglomerate-watcher,  works 
with  Merrill  Lynch  specialists 
in  everything  from  avionics  to 
insurance.  These  specialists  some- 
times travel  with  her  to  study  the 
conglomerates'  divisions  and 
research  each  one. 

Result:  we  get  the  whole  pic- 
ture, as  well  as  the  view  from  the 
chief  executives  desk. 

Now,  the  unique  thing  about 
this  system  isn't  just  the  idea  of 


)  1980  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc  Member  SIPC. 


A  breed  apart. 

doing  it;  its  that  Merrill  Lynch 
has  the  depth  of  talent  necessary 
to  make  it  work.  We  have  130 
research  specialists,  nearly  three 
times  as  manv  as  anyone  else. 
And  in  quality,  too,  Merrill 
Lynch's  researchers  are  a  breed 
apart.  In  1979,  they  earned  40 
places  on  the  prestigious  Institu- 
tional Investor  All-America 
research  team,  17  more  than  the 
second-best  firm. 


The  depth  of  research  means 
not  only  a  remarkably  perceptive 
view  of  conglomerates;  it  also 
means  broad  coverage  of  all 
kinds  of  companies.  We  follow 
over  1200  of  them,  considerably 
more  than  any  other  firm. 

We'd  like  you  to  look  over 
our  reports,  and  evaluate  our 
opinions,  on  whatever  type  of 
industry  interests  you.  Stocks,  by 
and  large,  are  the  most  under- 
valued 'collectibles"  around,  and 
you  may  find  an  opportunity  or 
two  your  analyst  has  overlooked. 

Call  your  local  Merrill 
Lynch  office  and  speak  to  one  of 
our  Account  Executives.  He'll  be 
happy  to  give  you  an  up-to-date 
research  report  on  investments 
that  fit  vour  objectives. 

There's  no  obligation. 
And... who  knows  what  you 
might  learn. 


Merrill  Lynch 


iu  are  in  the  market  for  gloomy  economic 
I  political  forecasts,  Claremont  Economics 
itute  will  surely  be  able  to  help  you  out. 


Name  your 
scenario 


By  Nick  Galluccio 


\gine  a  Soviet-inspired  insurrec- 
m  against  the  Saudi  Arabian  mon- 
chy  of  King  Khalid  by  Palestinian 
sts  and  Shiite  Moslems.  The  revo- 
aries  wrest  control  of  Saudi  Ara- 
ast  oilfields  and  turn  off  the  spigot, 
g  oil  prices  to  soar  to  levels  Lin- 
ed of  by  even  the  most  pessimistic 
ly's  gloom-and-doom  sayers. 
[linkable-  Maybe  to  you,  but  not  to 
p  of  Mideast  watchers  at  Califor- 
Claremont  Economics  Institute, 
is  advising  its  clients  to  prepare 
;  eventuality  of  such  a  scenario. 


CEI's  clients  are  an  impressive  lot,  in- 
cluding the  likes  of  BankAmerica,  Mor- 
gan Stanley  and  Booz,  Allen,  as  well  as 
about  100  other  outfits,  mainly  financial 
institutions,  which  plunk  down  any- 
where from  $7,000  to  $25,000  a  year  for 
scenarios  such  as  this.  And  while  sub- 
scribers obviously  rely  on  other  sources 
as  well  for  their  investment  decisions, 
they  take  CEI's  advice  quite  seriously. 

What  makes  CEI  stand  apart  from 
most  other  economic  forecasting  and 
consulting  outfits  is  its  emphasis  on  how 
international  political  events  shape  the 
behavior  of  consumers  and  investors 
who,  in  turn,  influence  gross  national 


product,  inflation,  interest  and  exchange 
rates,  stock  and  bond  prices.  Rarely  are 
consumers'  expectations  and  psychology 
given  much  weight  in  the  well-known 
Wharton,  Data  Resources  and  Chase 
econometric  models. 

CEI's  predictions  derive  from  an 
econometric  model  called  Globesim,  pro- 
grammed with  reams  of  data  on  ten 
countries  plus  OPEC,  which  analyzes  the 
interrelationships  of  their  economies. 
Globesim  was  developed  by  CEI  in  con- 
junction with  former  U.S.  Treasury  Sec- 
retary William  E.  Simon  at  Booz,  Allen  & 
Hamilton,  Inc.  Some  35  multinational 
corporations,  including  IBM,  ITT  and  Du 
Pont,  participated  in  the  project.  Globe- 
sim attributes  the  erratic  behavior  of 
world  financial  markets  in  recent  years 
to  government  policies  (fiscal,  monetary 
a>ul  political)  and  how  they  have  been 
perceived,  interpreted  and  acted  upon  by 
consumers  and  investors  alike.  Against 
this  backdrop,  CEI  simulates  various  sce- 
narios, in  an  effort  to  enable  its  clients 
to  hedge  themselves  in  the  financial 
markets. 

CEI's  six  economists — headed  up  by 
the  organization's  chairman,  A.  James 
Meigs,  former  St.  Louis  Federal  Reserve 
Bank  and  Wall  Street  economist,  and  its 
president,  John  Rutledge,  formerly  a  se- 
nior economist  of  the  U.S.  Treasury — 
have  earned  a  reputation  for  their  accu- 
rate forecasts  of  interest  rates  and  infla- 
tion over  the  last  four  years,  a  period 
during  which  most  of  the  country's  ma- 


ytledge  l foreground)  and James  Meigs  of  Claremont  Economics  Institute 

i  want  an  investor  to  hold  long-term  assets,  convince  him  of  stability  and  tough  leadership  at  the  top. 
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THIS  COUPON 
COULD  MOVE 

YOU  INTO  THE 
COMPANY  OF 


The  opportunity  to  exchange 
views  with  business  and  political 
leaders  from  throughout  the  world 
is  unequalled  in  the  Washington, 
D.C.area.This  is  one  reason  why 
over  1,200  companies  like  Honey- 
well, Boeing  Computer  Services, 
Mobil  ( )il  and  others  have  located 


in  Fairfax  Qmnty.Virginia.only  location,  but  that's  another  story. 

20  minutes  from  Capitol  Hill.  We'll  be  happy  to  send  it  to  you 

You'll  find  a  Fairfax  County  loca-  right  away.  f-95 
tion  could  make  good  business 

sense  for  your  company,  as  well.  Nam/title  

You'll  also  find  there  are  sig- 
nificant labor  and  operating  cost  Company  

advantages  to  a  Fairfax  County 


FAIRFAX  COUNTY,  VIRGINIA. 

THIS  MAY  BE  THE  BEST  PLACE  IN  AMERICA  FOR  BUSINESS  TO  WORK,  siate/sp  

Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive  Director,  Fairfax  County  Economic  Development 
A  uthonty,  H330 Old  Courthouse  Road.  Suite  8(X),  Tysons  Corner,  Vienna,  Virginia  22180 Phone  (703)  790-0600 


A  NEW  AND 

BETTER  WAY 


There  is  a  better  way  ot  managing  your  organization's 
facility  planning,  design,  procurement  and  construction.  In 
the  process  there  can  be  very  significant  improvements  in 
time  and  cost  control,  including  energy  and  other  life 
cycle  costs.  To  optimize  the  use  of  our  services  contact  us 
before  architects,  engineers  or  contractors  are  appointed. 

ATLANTA:  (404)  881-1666.  Telex  54-2165,  880  W.  Peachtree  St.,  NW,  Atlanta, 
Georgia  30309  BALTIMORE:  (301)  944-3700  LOS  ANGELES:  (213)  479-4256 
MIAMI:  (Polizzi/Heery)  (305)  667-1094  LONDON,  U.K.:  (Heery-Farrow  Ltd.)  (01) 
200-1234,  Telex  851-922991  AMMAN,  JORDAN:  42451,  Telex  21567 


HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 


jor  econometric  models  have  d 
missed  the  mark.  In  1976,  for  e> 
when  the  Wharton,  Data  Resourc 
Chase  models  were  predicting  a  c 
of  inflation  down  to  the  5%  lev 
projecting  interest  rates  at  6%,  C 
its  clients  they  could  expect  both 
tion  and  interest  rates  to  rise  well 
12%.  As  it  turned  out,  of  cour 
understated  its  case. 

CEI  began  six  years  ago  as  an  ; 
to  Claremont  Men's  College,  3S 
east  of  Los  Angeles,  where  both 
and  Rutledge  are  economics  prol 
But  it  has  been  only  in  the  past  co 
years,  as  the  U.S.  economy  has 
dived,  that  demand  for  CEI's  servi 
boomed. 

What  should  the  CEO  of  a  m 
tional  corporation,  a  bank  treasi 
institutional  portfolio  manager 
hedge  against  a  potential  overth 
the  Saudi  Arabian  royal  family — 
in  a  recent  scenario,  they  predit 


CEI's    six  economists 
earned  a  reputation  for 
accurate  forecasts  of  int 
rates  and  inflation  ove 
last  four  years,  a  period 
most  of  the  country's  r 
econometric  models  hav* 
molly  missed  the  mark. 


early  as  1981?  Put  a  big  portion  i 
assets  in  British  pounds  and  your 
ties  in  Japanese  yen,  says  CEI 
Because  if  oil  prices  go  through  tl 
the  currency  of  Japan,  a  country 
heavily  dependent  on  energy  it 
should  depreciate  sharply.  Hen 
would  be  able  to  repay  debts  in  ( 
currency.  At  the  same  time,  Brit; 
ing  largely  energy  self-sufficient 
see  its  currency  appreciate  drama 
benefiting  holders  of  assets  that 
nominated  in  pounds.  Other  enei 
countries  whose  currencies  could 
preciate  substantially  in  the  c 
rocketing  oil  prices  are  Austra 
Netherlands  and  Canada. 

On  what  do  these  economis 
their  Saudi  Arabian  disaster  sc 
They  point  to  the  Soviet  invasioi 
ghanistan,  along  with  the  buil 
troops  by  Russia,  Cuba  and  Ea 
many  in  both  Ethiopia  and  Soi 
men.  What's  more,  CEI  believes 
viet  Union  orchestrated  the  ric 
occurred  recently  in  Saudi  Arab 
fields  and  the  seizure  of  the 
Mosque  in  Mecca  last  year  by  lv 
and  national  guard  defectors. 

The  invasion  of  Afghanistan  h 
the  Soviets  a  strategic  base  from 
they  would  be  able  to  underm 
government  of  Saudi  Arabia — a  i 
with  a  population  of  around  5  r 
The  ultimate  goal  of  the  Soviets, 
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I  Eastman  Kodak  Company.  1980 


"Good  work!  Two  more  hours,  and  you'll  be  ready 
to  solo  mi  the  new  copier!" 


Kodak  copiers  can  do  anything  most  copi- 
rs  can  do,  and  several  things  that  hadn't  been  done 
efore  we  came  along.  And  the  controls  that  make  it 
ill  happen  are  somehow  simpler  than  anyone's. 
Complete  strangers  have  been  known  to  walk  up  and 
lake  superb  copies  in  collated  and  stapled  sets. 

But  we  don't  let  it  go  at  that.  We  send  you 
eople  who  are  dedicated  to  helping  you  get  every- 
ling  your  Kodak  copier  has  to  offer.  They  train,  assist, 
jggest,  carry  all  the  news  and  generally  try  to  keep 
du  happy.  May  we  demonstrate? 

/rite:  Eastman  Kodak  Company, 
)D0357,  Rochester,  N.Y.  14650. 

Easy-to-use  Kodak  copiers  keep  your 
jobstream  flowing  smoothly. 


1880  1980 
A  100-year  gtart  on  tomorrow7^ 


Kodak  Ektaprint  150AF  copier-duplicator 


Scene  for  a  scenario 


To  the  Mideast  watchers  at  the  Claremont  Economics  Institute,  the  Strait 
of  Hormuz,  gateway  to  the  Persian  Gulf  and  one-third  of  the  world's  oil, 
may  be  the  most  critical  pressure  point  available  to  the  Soviet  Union.  That, 
CEI  says,  helps  explain  the  Russians'  adventure  in  Afghanistan. 


Arabian  Sea 


ing  to  CEI,  is  to  gain  control  of  the  Strait 
of  Hormuz  in  the  Persian  Gulf  (see  map), 
which  would  enable  them  to  restrict  the 
outflow  of  about  a  third  of  the  world's  oil 
supplies.  CEI  bases  its  outlook  on  inter- 
views it  has  conducted  with  numerous 
Saudi  Arabian  government  and  business 
leaders.  It  also  has  gathered  reports  that 
members  of  the  Saud  royal  family  are 
funneling  huge  sums  of  money  out  of 
Saudi  Arabia. 
Even  if  the  Russians  fail  to  orches- 


trate the  overthrow  of  the  present  Saudi 
government,  CEI  is  predicting  the  end 
of  that  country's  dominance  of  OPEC, 
and  oil  price  hikes  of  as  much  as  80%  in 
the  next  two  years  alone.  Because  Saudi 
Arabia  no  longer  has  the  spare  capacity 
to  flood  world  markets  with  cheap  oil — 
a  threat  it  used  in  the  past  to  temper 
OPEC  price  increases — it  has  lost  bar- 
gaining leverage  over  more  radical 
OPEC  countries  like  Libya  and  Algeria. 
In  reaction  to  the  new  oil  that  is  expect- 


VC'arsbip  in  the  Strait  of  Hoi 
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ed  to  come  on  stream  within  th 
few  years  from  countries  such  as 
co,  Britain  and  Malaysia,  the 
OPEC  faction  will  soon  begin 
prices  more  sharply  than  in  the 
says  CEI.  "The  shrinkage  of  Sauc 
bia's  spare  oil-producing  capacit 
create  a  shift  among  the  OPEC 
tries  from  defensive  pricing  to  ] 
their  dollar  holdings  to  aggressivi 
ing  to  gain  in  real  purchasing 
before  the  new  oil  comes  onto  th 
ket,"  says  G.  Kent  Sorey,  a  forme 
analyst  who  now  serves  as  CEI'< 
east  specialist. 

Other  CEI  scenarios  include  a  ( 
versus-Reagan  presidential  race, 
to  Rutledge:  "The  problem  with  G 
not  that  he's  a  screaming  liberal,  \ 
failure  to  manage  the  governmen 
public  doesn't  expect  any  con: 
policy  to  be  followed  for  any  ler 
time  with  Carter.  That's  why  you 
term  debt  market  is  in  the  doldrui 

"If  you  want  to  measure  confide 
Carter,"  Rutledge  continues,  "ju: 
at  the  average  maturity  of  assets 
economy — the  best  single  measi 
ing  the  $60  billion  money  market 
whose  average  maturity  is  less  tl 
days.  If  you  want  an  investor  ti 
long-term  assets,  you  have  to  co: 
him  of  stability  and  tough  leader: 
the  top." 

In  the  event  of  a  Carter  reel 
Rutledge  is  forecasting  a  12%  a 
inflation  rate,  short-term  interes 
at  14%,  long-term  rates  at  arounc 
He  expects  a  10%  average  annual  \ 
in  the  money  supply.  What  should 
tors  do  once  Carter  is  reelected?  F 
invested  in  short-term  governm* 
curities.  As  for  the  stock  marke 
ledge  believes  it  will  continue  to  p 
poorly,  excepting  oil,  gas,  coal  a 
fense  companies. 

A  Reagan  presidency  would  be 
tirely  different  scenario  indeed,  ace 
to  Rutledge.  Because  Reagan's  top  j 
is  combating  inflation,  Rutledge 
Reagan  would  restrict  growth  in  b 
money  supply  and  government  sp< 
Inflation  would  fall  to  about  4% 
years  and  long-term  interest  rates 
decline  to  6%  from  their  presen 
Reagan's  tough,  hawkish  image 
instill  confidence  among  world 
toward  the  U.S.  and  cause  the  d< 
appreciate.  Rutledge  believes 
would  establish  a  stronger  U.S.  n 
presence  in  the  Middle  East  as  wel 

In  short,  Rutledge  believes  tr 
U.S.  economy  would  be  far  more  j. 
able  under  Reagan,  and  that  in 
would  be  more  inclined  to  take 
term  risks.  "As  soon  as  you  kno 
gan  will  be  the  next  President,  yoi 
to  lock  into  the  longest-term  bor 
can  find  and  sit  on  them,"  says  Ri 
The  stock  market,  too,  would  sta, 
rally,  he  says.  ■ 
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A  NEW  AMERICAN  SUCCESS  STORY 


Jevilie  for  the  80's.  Since  its  introduction, 
nore  Americans  have  chosen  to  own  the  new 
ront-wheel-drive  Seville  than  any  luxury 
mport  model.  Including  all  12  models  of 
he  best  selling  luxury  import... combined. 

Only  Seville.  Only  Seville  offers  such 
listinctive  styling  with  so  many  advanced 
Iriving  features.  Seville  has  front-wheel 
Irive  for  traction,  plus  four-wheel  inde- 
lendentsuspension,  four-wheel  disc  brakes 
md  an  electronic-fuel-injected  engine. 

Little  details  make  a  big  difference, 
^s  impressive  as  Seville's  engineering 


advancements  are,  it's  still  the  thoughtful 
little  details  that  make  driving  Seville 
such  a  pleasure.  Details  like  side  window 
defoggers. . .  heated  outside  mirrors. .  .and 
a  new  Electronic  Climate  Control  you  can 
adjust  to  a  single  degree.  All  standard. 

Available  with  Touring  Suspension. 
For  those  who  prefer  ride  and  handling 
with  a  feel  of  the  road,  Seville  is  now  avail- 
able with  a  special  Touring  Suspension. 

Seven  new  two-tone  combinations. 
Seville  is  now  available  in  seven  dramatic 
new  two-tone  combinations  of  the 


French  curve  design,  along  with  chrome 
side  moldings  and  new  accent  stripes  that 
follow  the  same  sweeping  curve. 

Seville  for  the  80's.  Sevilles  are  equip- 
ped with  GM-built  engines  produced  by 
various  divisions.  See  your  Cadillac  dealer 
for  details. 

Unique  in  all  the  world.  What 
other  cars  aspire  to  be,  Seville  is  today. 
Whether  you  choose  to  buy  or . 
lease,  see  and  drive  Seville  I'tiSt 
for  the  80's... at  your  ~  . 

Cadillac  dealer's  right  now. 


Where  Ayeo  leads,  confidence  folfo 
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Avco  Everett  Research  Laboratory,  Inc. 

The  first  fifty  years. 


From  the  beginning,  Avco 
Corporation  has  been  a  pio- 
neer. Incorporated  in  1929  as 
The  Aviation  Corporation, 
it  led  the  way  in  commercial 
aviation  and  aircraft  manu- 
facturing. 

Today,  Avco  upholds  its  heri- 
tage by  building  wings  for 
commercial  jetliners,  provid- 
ing engines  for  general  avia- 
tion aircraft,  and  developing 
new  ideas  for  the  nation's  mis- 
sile program.  Its  advanced  tech- 
nology is  being  applied  to  the 
development  of  industrial  lasers 
for  metalworking,  electronics 
and  sophisticated  computer  sys- 
tems, advanced  composite 
materials  and  medical  products 
for  open-heart  surgery.  Avco's 
technical  expertise  has  also 
made  it  a  leader  in  farm  equip- 
ment and  management  and 
support  services  worldwide. 

While  advancing  man's  tech- 
nical knowledge,  Avco  has  not 
neglected  his  personal  needs. 
Its  insurance  subsidiaries  have 
developed  life,  disability  and 
casualty  policies  that  reflect 
ever-changing  lifestyles.  Its 


consumer  finance  company  is 
the  world's  third  largest,  with 
approximately  1,900  branch 
offices  in  five  countries.  In  addi- 
tion, its  award-winning  planned 
residential  communities  have 
won  international  recognition. 

At  the  end  of  the  first  fifty 
years,  Avco's  operations  span 
four  continents.  Its  major  divi- 
sions and  subsidiaries  have  been 
structured  to  achieve  steady 
growth  and  profitability.  High 
technology,  labor  intensive 
manufacturing  businesses  are 
balanced  with  stable,  consumer- 
oriented  financial  services. 

In  each  one  of  the  special 
markets  it  serves,  Avco  has 
maintained  a  reputation  for 
leadership.  And  where  Avco 
has  chosen  to  lead,  confidence 
in  its  products  and  services 
has  followed. 


^/7AVCO 

CORPORATION 

1275  King  St.,  Greenwich,  CT  06830 


America  is  turning  to  coal 
as  an  energy  alternative. 
And  Crouse  Hinds  is  there 


You  may  not  think  an  electrical  equipment 
manufacturer  could  play  an  important  role 
in  the  mining  of  coal. 

But  Crouse-Hinds  is  one  of  the  world's 
leaders  in 
the  develop- 
ment and 
manufacture 
of  electrical 
equipment 
specifically 
designed 
for  the  safe, 
efficient 
utilization 
of  electricity 
in  under- 
ground mining 
applications 


Innovative  Mine-Gard*  modular 
lighting  systems  create  a  safer,  more 
productive  working  environment 
hundreds  of  feet  underground. 


For  example,  our  sophisticated  Mine-Gard® 
underground  lighting  systems  were  the  first 
systems  certified  by  the  Mining  Safety  and 
Health  Administration  (MSHA)  for  installa- 
tion on  a  continuous  longwall  mining 
machine.  By  designing  Mine-Gard  to  over- 
come the  physical  abuse  and  the  special  space 
and  mounting  problems  posed  by  the  tight 
confines  of  underground  mining,  we're 
helping  to  light  the  way  for  improved 
productivity  in  America's  coal  mines. 

However,  Mine-Gard  is  only  one  of 
thousands  of  Crouse-Hinds  products  at  work 
in  mines  around  the  world.  We  make  a 
complete  line  of  explosion-proof  and  corrosion- 
resistant  enclosures  as  well  as  plugs, 
receptacles,  switches,  switchgear,  outdoor 
lighting  and  starters  for  use  in  a  variety  of 
mining  applications. 

America  needs  more  coal,  and  Crouse- 
Hinds  is  there  with  some  electrifying  new 
ideas  to  help  our  mining  industry  move 
America  closer  to  energy  independence. 

For  more  information  and  a  copy  of  our 
current  financial  reports,  write: 
Crouse-Hinds  Company, 
P.O.  Box  4999, 
Syracuse,  N.Y.  13221. 


CROUSE  HINDS' 


CROUSE-HINDS 


Our  business 

is  electrifying  ideas. 


nd  prices  probably  never  have  been  lower 
n  they  are  today.  On  the  other  hand,  yields 
municipals  have  rarely  been  higher 


Duncan  Gray: 
the  power  of 
positive  thinking 


The  Money  Men 


if  Kidder,  Peabody 

i  yields  near  the  inflation  rate,  tax-exempts  are  finally  a  bargain. 


IVEN  THE  SHELLACKING  that  a  lot 

of  bond  investors  have  taken  in 

recent  months,  why  would  any- 
i  his  right  mind  want  to  come  back 
jre?  "For  the  first  time/'  says  Dun- 
ray,  the  62-year-old  director  of  Kid- 
eabody  &  Co.'s  municipal  finance 
tment,  "interest  rates  are  within 
ing  distance  of  inflation,  when  you 
the  tax  exemption  into  account. 
Sept.  V,  the  Bond  Buyer's  Index  of 
imcipals  showed  an  average  yield  of 
•  j  eight  months  later,  on  Apr.  1,  it 
lp  to  9.44%.  That  means  many 

already  yield  better  than  10% — 
:e.  Gray  continues: 
lot  of  people  have  money  tied  up  in 
loney  market  funds,  which  yield 

14%.  But  that's  income  that  is 


taxable  at  the  highest  (marginal]  tax  rate. 
A  tax-exempt  bond  yielding  10%  is  actu- 
ally worth  20%  or  22%  after  taxes.  Not 
only  that:  If  you  just  reinvest  the  coupon, 
you  can  double  your  money  in  six  or 
seven  years  without  paying  one  cent  in 
taxes.  Where  can  you  find  a  stock  with 
that  kind  of  return  and  the  same  degree 
of  certainty?" 

All  right,  we  argue.  But  aren't  the 
cities  in  trouble?  Take  a  look  at  New 
York,  Cleveland,  Chicago,  San  Francisco 
and  a  host  of  others  too  small  to  make 
national  headlines.  Gray  looks  out  the 
window,  high  above  pedestrian-  and  traf- 
fic-clogged Wall  Street.  New  York  is  in 
the  midst  of  its  second  mass  transit 
strike  in  14  years.  "I  really  thought  the 
city  had  a  chance  recently,"  he  says, 


slowly  shaking  his  head.  "Look  around 
at  what's  going  on — the  city  is  vibrant. 
You  can't  believe  that  it's  in  trouble." 

Gray  pauses  in  thought.  "Don't  for- 
get," he  resumes,  "municipalities  are 
not  just  cities.  The  concept  also  in- 
cludes states,  counties,  towns  and  all 
the  districts  that  have  the  power  to  tax. 
That  taxing  power  is  awesome.  General 
obligation  bonds,  which  are  financed 
out  of  general  tax  revenues,  have  the 
unlimited  taxing  power  of  the  munici- 
palities behind  them.  Even  during  the 
Depression  fewer  than  2%  of  all  out- 
standing municipal  obligations  went 
into  default — that  is  far  lower  than  cor- 
porate defaults.  Hardly  any  investors 
lost  their  money. 

"What  the  New  York  and  Cleveland 
and  Chicago  examples  show  is  that  there 
has  not  been  enough  due  diligence  work 
done  on  new  issues.  We  are  going  to  see 
many  more  independent  audits  of  mu- 
nicipalities' ability  to  meet  their  obliga- 
tions. And  few  prudent  investors  will 
buy  debt  that  may  not  be  collectible.  So 
the  problem  solves  itself." 

Okay,  we  say.  You've  proven  your 
point  about  general  obligation  bonds. 
What  about  revenue  bonds?  Isn't  there 
some  sentiment  in  Congress  for  the 
elimination  of  their  tax-exempt  status? 
"There  is  a  bill  out,  sponsored  by  Repre- 
sentative Al  Ullman  (D-Ore.),  but  that 
would  affect  only  single-family  mortgage 
revenue  bonds,"  Gray  replies.  "We'll  talk 
about  that  in  a  moment.  What  with  the 
likelihood  of  more  Proposition  13-type 
legislation,  we  are  almost  sure  to  see  an 
increasing  tendency  toward  revenue 
bond  financing.  This  is  especially  the 
case  for  the  programs  that  are  likely  to 
expand  in  the  Eighties:  joint-action  pub- 
lic power  agencies,  state  housing  author- 
ity residential  mortgage  programs  and 
health  issues.  The  revenue  bond  arrange- 
ment takes  the  obligation  off  of  general 
tax  revenues  and  turns  the  financing  into 
a  pay-as-you-go  proposition." 

Of  all  the  programs,  which  ones  look 
best?  "I  think  that  public  power  bonds 
are  a  great  investment  because  they  are 
unregulated  monopolies.  In  theory,  they 
are  owned  by  consumers,  so  they  have 
no  shareholders  and  don't  need  to  pay 
dividends.  Therefore,  they  can  borrow 
tax-exempt.  Utilities  like  the  Grand  Riv- 
er Dam  Authority  in  Oklahoma  and  the 
Puerto  Rico  Electric  Power  Authority  are 
run  by  political  appointees.  They  may 
have  political  considerations  when  they 
want  to  raise  rates,  but  they  are  required 
to  do  so  under  their  trust  agreements; 
they  don't  have  to  go  to  the  public  ser- 
vice commission  for  approval.  They  just 
raise  the  rates  and  take  the  flak. 

"Now  about  mortgage  revenue  bonds. 
In  the  housing  area,  those  bonds  are  cre- 
ating home  construction  money  that 
isn't  available  from  any  other  source  at 
the  moment.  The  Ullman  bill  reflects  the 
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GIVE  YOUR 
REPORTS  OUR 
PROFESSIONAL 

LOOK  — Velo-Bind* 

desktop  binding  system 

Now,  package  your  reports,  briefs, 
presentations  with  quality  bindings  to 
match  the  value  of  their  contents — 
improve  their  productivity. 


Secure  durable 
bindings.  Colorful 
plastic  strips, 
riveted  together 
under  pressure  by 
hot  knife  process, 
create  strong, 
compact  binding —  easy  to  shelve, 
file  or  mail. 


Quick,  easy,  economical.  Bind  soft 
cover  documents  in  20-60  seconds; 
hard  covers  in  30  seconds  more. 
Clean,  easy  to  operate. 


Wide  choice  of 
covers.  Attractive 
soft  covers  in 
paper,  composi- 
tion, clear  plastic; 
or  library-quality 
hard  covers.  Full 
range  of  colors. 


New  Velo-Bind  Model  323— finest 
desktop  system.  Automatic  Contact 
Punching  and  dual  speed  binding 
assure  fast,  smooth  operation.  Binds 
pages  to  14%"  wide,  3"  thickness. 
Weighs  only  60  pounds. 


To  improve  the 
productivity  of 
your  reports, 
complete 
and  mail: 


EE 


Velo-Bind  Inc.,       Dept.  F 
650  Almanor  Ave.,  Sunnyvale,  CA  94086 

Name  

Title  !  

Company  

Address  

City  

State  

Phone  


.Zip. 


Gray's  top  dozen  tax-exempts 

Coupon 

Mot 

Issue 

rate* 

Maturity 

Yieldt 

Ml 

Diiorfn  D  ii  it  TV »| r»r\rw»rif*  Aiithftrifv 

1  ULIltl  i\1LU    II  1  '  J  ' ,  1  >  '|  i  L   *V  LI  I  I  J    '  I  J  iy 

87« 

2010 

10.5% 

'  P/iiA/cr  A  i  i  f  hriri  t  v  t\i  the  ^tatt*  of  NY 

9Vi 

2001 

9.8 

NY  State  Mortgage  Agency 

9V* 

2009 

10.0 

/ 

Municipal  Assistance  Corp  (NYC) 

9.10 

2008 

10.5 

Ba. 

Salt  River  Agricultural  &  Improvement  Dist  (Ariz) 

9'/4 

2000 

9.5 

/ 

Calif  Dept  of  Veteran  Affairs,  Home  Purchase 

10 

2005 

9.8 

/ 

1         iii;ifp  Cfir/i  H  s  \|  icino  nltfhfWltV 

10% 

201 1 

9.37 

Prirt  A  i  i  t  Vi  r  w\  fv  i  »f  MY  onn  TSJI 

8.20 

201 1 

9.0 

\ 

tthnrlc  Inland  Hmminp  and  MnrtPAPt'  Finance  C^orn 

8Vi 

2007 

10.0 

Adams  County,  Colorado  Pollution  Control 

9'/2 

1982 

9.25 

MK  1 

(Public  Service  Co  of  Colorado) 

NY  State  Housing  Finance  Agency,  State  Univ 

8% 

2010 

10.25 

New  Hampshire  Housing  Finance  Agency 

8'/2 

2012 

10.15 

'Interest  exempt  from  federal  income  tax     TFigures  as  of  Apr.  11. 

Treasury's  concern  that  the  proliferation 
of  tax-exempt  home  financing  is  going  to 
reduce  its  piece  of  the  pie. 

"But  it  just  is  not  true  that  financing 
through  tax-exempts  will  cost  Uncle 
Sam  money.  The  reality  is  that  a  lot  of 
corporate  bonds  are  held  by  institutions 
that  don't  pay  taxes — pension  funds,  mu- 
tual insurers — and  by  other  institutions, 
like  S&Ls,  that  don't  pay  the  corporate 
tax  rate.  So  to  argue  that  taking  financ- 
ing away  from  municipalities  and  giving 
it  to  these  institutions  will  produce  more 
tax  revenues  is  a  gross  overstatement. 

"Because  the  state  agencies  and  cities 
can  sell  tax-exempt  mortgage  bonds  that 
make  lower-rate  housing  mortgages 
available  to  the  poor  and  middle-income 
people,  the  customer  lenders  are  com- 
plaining. But  at  some  point  those  high 
interest  rates  are  going  to  affect  this  mar- 
ket also,  and  soon  the  question  will  be 
moot  because  not  even  a  cut-rate  mort- 
gage will  be  reasonable." 

Gray  begins  to  discuss  the  great  pros- 
pects for  hospital  financing  in  the  decade 
to  come.  How  can  he  predict  a  SI 00 
billion  health  financing  market  for  the 
Eighties,  we  ask,  when  many  hospitals 
are  closing  down  because  of  underutiliza- 
tion  and  backbreaking  overhead? 

Nothing  could  be  further  from  the 
truth,  Gray  retorts.  "You've  been  paying 
too  much  attention  to  New  York's  hospi- 
tal problems."  In  fact,  he  says,  a  well- 
managed,  voluntary,  nonprofit  hospital 
whose  bonds  are  rated  A  or  better  is  "an 
outstanding  security."  Of  the  S100  bil- 
lion in  new  financing  that  Kidder  pro- 
jects for  the  Eighties,  most  will  go  to- 
ward plant  modernization  and  capital  ex- 
penses, "which  in  some  cases  may  even 
reduce  the  total  number  of  beds.  I'm  very 
bullish  on  hospital  bonds,"  he  concludes, 
just  to  drive  the  point  home. 

Gray  is  quite  a  salesman  for  his  spe- 
cialty, but  he's  an  honest  man  and  when 
we  ask  him  about  areas  of  municipal 
finance  he  would  avoid,  he  answers: 

"Some  people  are  also  starting  to  get 
concerned  about  turnpike  revenue 
bonds — toll  roads.  For  the  first  time  in 


years,  we  are  beginning  to  see  traffnU 
revenues  drop.  The  price  of  gas  is  ,m 
up  and  people  are  doing  less  travelinj 
the  other  hand,  the  traffic  engineer 
saying  that  tolls  are  becoming  loss- 
less of  a  cost  factor.  So  it  may  be  pos 
to  raise  tolls  to  make  up  the  short 
After  all,  most  toll  roads  are  monopc 

"Then  there  are  sports  stadi 
We've  seen  too  many  professional  t* 
pick  up  and  go  elsewhere,  and  others 
can't  fill  enough  seats  to  make  a  go 
Even  the  most  successful  stadium- 
ants  Stadium  in  the  New  Jersey  s 
complex — is  doing  well  mostly  bee 
of  the  Meadowlands  racetrack.  It's  a 
ing.  People  flock  there  every  day  an 
their  shirts.  Unless  it's  got  some  ki 
outside  security,  I  would  stay  away 
a  stadium  issue." 

What  advice  does  Gray  have  fc 
those  people  out  there  who  lost  25 
30%  of  their  money  when  the  bond  ■ 
ket  took  a  Brodic? 

"There  is  really  only  one  way  <■ 
savs  Gray.  "Sell  for  the  capital  lossH 
then  replace  them  with  bonds  of  iiil 
price  and  equal  or  better  yield.  Start  I 
again,  so  to  speak — but  with  one  ac 
tage:  Without  losing  anything,  you 
take  advantage  of  the  market  to  re 
next  year's  tax  bill." 

And  what  about  new  investors — t 
who  are  going  into  munies  for  the 
time?  Gray  thinks  for  a  moment 
then  replies:  "It  might  make  sense  I 
long  term  and  take  the  chance  that  i  ll 
est  rates  won't  go  much  higher.  Ho  H 
er,  for  a  conservative  investor  in  a  I 
tax  bracket,  it  would  probably  pay  tol 
liquid  through  short-term  positions,  I 
ing  them  over  as  they  come  due." 

Our  conversation  at  an  end,  we  relj 
to  street  level  and  try  to  find  a  cab  fo  ■ 
ride  back  uptown.  Wistfully,  we  glanp 
the  barricaded  subway  entrance  I 
wonder  if  a  transit  bond  that  letsB 
holder  take  as  many  free  rides  a: I 
wants  might  not  be  such  a  bad  ideap 
well,  it's  a  nice  enough  day  for  a  wa 
conclude  philosophically,  and 
cheerfully  uptown.— Stanley  Giiislwg 
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Competition. 

It's  what  we  face  every  day  on  our  trading  floor. 
Now  we're  getting  some  from  outside.  We  can't  wait. 


!f  imitation  is  the  sincerest 
form  of  flattery,  we  are  sin- 
cerely flattered. 

Financial  futures  were  first 
traded  on  the  International 
Monetary  Market  on  May  16, 
1972.  Before  that,  there  sim- 
ply wasn't  any  such  thing. 
Today  financial  futures  con- 
tracts are  traded  on  a  number 
of  exchanges  in  proliferat- 
ing numbers. 

\        We  don't  regret  the 
competition  for  a 
moment.  It  is, 


4 


after  all,  the  lifeblood  of  our 
industry  and  we  know — from 
our  trading  floor  experience — 
that  competition  makes  for 
greater  efficiency.  The  com- 
petition among  our  own 
members  to  secure  the  best 
possible  prices  for  their  cus- 
tomers is  what  has  made  the 
IMM  so  successful  for  eight 
years.  We  consider  ourselves 
the  most  efficient  financial 
futures  market  in  the  world 
and  we  have  no  intention  of  al- 
lowing that  to  change. 

We  have  more  active  financial 
futures  contracts  than  any 
other  exchange.  We  are  years 
;    ahead  of  our  competition. 

/ 


Our  members  have  more  ex- 
pertise and  are  better  equip- 
ped to  service  their  clients.  We 
have  the  institutional  financial 
strength  and  integrity  that  is 
second  to  none  and  we  are 
the  only  exchange  to  have  a 
multi-million  dollar  trust  fund 
to  protect  the  public. 

Competition  is  nothing  new 
to  the  IMM — in  fact,  its  an 
old  friend. 

For  more  information,  call 
toll-free  800-228-2027, 
in  Nebraska 
402-571-4900.  m 


Asbestos-related  lawsuits  are  by  no  means  the 
only  troubles  afflicting  fohns-Manville.  But 
for  all  its  headaches,  J-M  has  better  prospects 
than  many,  perhaps  out  of  habit,  suppose. 


Beyond  asbestos 


By  Kathleen  K.  Wiegner 


Johns-Manville  Chairman  John  A  McKinney 

'"The  day  asbestos  isnt  c  good  business  for  us,  we'll  get  out  of  it. 


It  was  a  trying  year  for  Johns-Manv 
Corp.  in  1979:  Sales  soared  to  $2.3  I 
lion,  but  earnings  tumbled  nearly  6% 
$115  million  for  the  world's  second  la 
est  (behind  the  U.S.S.R.)  miner  and  a 
verter  of  asbestos. 

But  what  spoiled  the  company's  ea( 
ings  last  year  and  has  been  subvert 
Chairman  and  CEO  John  A.  McKinne 
peace  of  mind  wasn't  just  its  asbes 
problems.  Costs  outran  sales  in  seve 
product  lines  of  the  now  diversified  co 
pany.  Startup  costs  affected  profits 
two  new  fiberglass  insulation  plants.  1 
company  took  a  $4.4  million  writeoff 
the  sale  of  its  irrigation  equipment  a 
sprinkler  business.  And,  maybe  most 
pressing  of  all,  Olinkraft  Inc. — the  higl 
regarded  $447  million  (sales)  forest  prt 
ucts  outfit  it  acquired  at  the  end 
1978 — had  a  string  of  problems  rang; 
from  unexpectedly  high  startup  costs 
a  new  paper  machine  in  this  country 
currency  devaluation  and  tax  increa 
in  Brazil.  These  problems  caused  an  i 
erating  earnings  decline  at  Olinkraft 
more  than  50%  in  the  fourth  quari 
J-M's  net  income  fell  over  20%  in  t 
same  period,  reflecting  Olinkraft's  p 
formance  and  the  cost  of  financing  tl 
acquisition. 

Consider  the  importance  of  asbesi 
to  J-M  even  after  years  of  effort  to  div 
sify — 6%  of  sales  but  19%  of  operati 
income  in  1979,  even  though  that 
down  sharply  from  14%  of  sales  and  3] 
of  operating  income  in  1976.  Clearly  ii 
still  a  valuable  contributor  to  eamin 
despite  all  the  bad  publicity  and  t 
string  of  lawsuits  filed  by  workers 
insulation,  shipbuilding  and  elsewhf 
who  claim  to  have  developed  cancer  a 
other  diseases  from  asbestos.  So  far,  t 
bulk  of  the  claims  against  J-M  have  be 
covered  by  insurance.  But  if  a  jury  c 
cides  to  award  punitive  damages  to 
plaintiff,  the  company's  liability  could 
enormous. 

J-M's  stock,  lately  priced  at  around  1 
is  off  some  $6  since  January.  But  even 
its  1979  high  of  28,  the  company  figui 
it  has  been  discounted  40%  simply  t 
cause  of  investor  concern  about  the 
fects  on  future  earnings  of  those  asbest 
problems. 

McKinney  isn't  looking  for  1980  to 
much  better  either,  or  even  as  good.  Es 
mates  run  to  flat,  or  even  down  agai 
depending  on  how  bad  the  credit  crun 
turns  out  to  be.  Even  with  diversific 
tion,  Johns-Manville  still  is  heavily  i 
volved — through  both  asbestos  ai 
Olinkraft  products — in  housing  and  ot 
er  kinds  of  construction. 

A  lawyer  who  came  to  J-M  in  195 
McKinney  moved  up  in  1976,  after  ^ 
Richard  Goodwin,  the  highflyer  wl 
moved  J-M  to  its  Colorado  headquarte 
in  1972,  was  asked  to  resign  by  tl 
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The  highest  return 
on  investment  in  the 
Common  Market. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

US  Department  of  Commerce  statistics  for  the  period  '74-78  show  a  29.9%  average  annual  return  on  investment  for  US 
manufacturers  located  in  the  Republic  of  Ireland-more  than  twice  the  European  average. 

I  OA  IrGland        The  Irish  government's  industrial  development  agency  has  offices  in  NewYork,  Tel  (212)972-1000; 
industrial  development  authority  Chicago,  Tel  (312)644-7474;  Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024;  Cleveland, 
Tel  (216)8610305;  MenloParkCA.,  Tel  (415)8541800;  Boston,  Tel  (617)3678225;  Toronto,  Tel  (416)3647478.  Overseas  offices  also  in 
Amsterdam,  London,  Paris,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 


This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue.  NewYork.  10017,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland 

This  material  is  filed  with  the  Department  of  Justice  where  the  reauired  registration  statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  bv  the  United  States  Government 


ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD 
IS  TAKING  A  NEW  PATH 
TO  INTERCEPT  THE  FUTURE. 


Historic  symbol  of  Bankers 
Trust— The  pyramid  atop 
our  Wall  Street  building. 


A  RELATIONSHIP  MANAGER 
IS  MORE  THAN 
AN  ACCOUNT  OFFICER. 


In  theory,  an  account  officer  is  the 
personal  link  between  his  customer 
and  all  the  services  his  bank  has  to  offer. 
In  practice,  however,  the  account 
officer  is  often  a  specialist  who  repre- 
sents only  one  of  a  bank  s  divisions.  So 
a  corporate  chief  financial  officer  fre- 
quently has  to  deal  with  many  special- 
ists from  his  bank,  none  of  whom  has  a 
comprehensive  picture  of  his  financial 
situation. 

At  Bankers  Trust,  we  have  replaced 
the  account  officer  with  a  relationship 
manager.  As  the  name  implies,  he  or  she 
has  worldwide  responsibility  for  iden- 
tifying all  of  a  customers  needs  in  the 
banking  relationship.  And  for  bringing 
every  pertinent  resource  of  our  bank 
to  bear  on  them. 

When  we  focused  the  entire  re- 
sources of  our  world-class  bank  on  four 
core  financial  businesses  (wholesale 
commercial  banking,  fiduciary  ser- 
vices, money  and  securities  markets 
and  corporate  financial  services)  we 
created  a  more  flexible  and  efficient 
structure.  Within  it,  our  relationship 
manager  can  direct  and  integrate  the 
work  of  our  specialists  throughout  the 
bank  to  meet  your  overall  r  equirements. 

That's  one  more  way  in  which  our 
new  path  to  the  future  generates  bene- 
fits for  you  today. 


BankersTrust 
Company 

Worldwide 

International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS, TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 


'Buick's 
Gentuiy  limited  Sedan. 
Our  little  limousine. 


The  Century  Limited  Sedan.  Even  at  its 
decidedly  modest  price,  it  is  an 
excitingly  roadable,  expensive-looking, 
quiet  Buick. 

One  which  makes  six  people  feel 
very  well  taken  care  of.  With  many 
standard  amenities  and,  of  course,  lots 
of  Limited  trim  and  identification. 

And  while  it  may  look  and  feel 
like  a  little  limousine,  with  its  standard 
3.8  liter  V-6,  it  is  a  tight-fisted  little 
miser  at  the  gas  pumps.  In  fact,  with 
the  standard  engine  and  optional 
automatic  transmission,  it  offers  the 
EPA  estimates  shown  below. 


The  1980  Century  Limited  Sedan. 
It's  our  little  limousine.  And,  with 
niceties  like  power  windows,  power 
seats,  air  conditioning  and  the  like,  you 
can  turn  it  into  even  more  of  a  little 
limousine. 

See  your  Buick  dealer  soon  about 
buying  or  leasing  one. 

We'll  have  one  brought  around 
front  for  you  to  inspect. 


Remember:  Compare  the  boxed 
estimates  to  the  estimated  mpg  of 
other  cars.  You  may  get  different 


EPA  EST        EST        EST  DRIVING      EST  HWY 
MPG         HWY           RANGE  RANGE 

20 

27 

362 

488 

mileage  and  range  depending  on  you 
speed,  trip  length  and  weather. 
Estimated  mileage  and  range  will  be 
less  in  heavy  city  traffic.  Your  actual 
highway  mileage  and  range  will 
probably  be  less  than  the  highway 
estimates.  Estimated  driving  range 
based  on  EPA-estimated  mpg  rating 
and  highway  estimates.  These  range 
estimates  are  obtained  by  multiplying 
Century's  fuel  tank  capacity  of  18.1 
gallons  by  the  EPA  and  highway 
estimates.  Estimates  lower  in 
California. 

Buicks  are  equipped  with  GM- 
built  engines  supplied  by  various 
divisions.  See  your  dealer  for  details. 
The  V-6  Electra  is  not  available  in 
California. 


SKYLARK  CENTURY  REGAL  LE  SABRE  ELECTRA  RIVIERA 


Drive  one  now,  during  our  V-6  Surprise  Drive. 


Mam  ille 's  futuristic  Colorado  headquarters 

nney  doesn't  deny  that  the  company  is  going  through  more  than  one  kind  of  transition. 


.  Says  McKinney  about  his  com- 
s  basic  dilemma,  "There's  a  heri- 
ispect  to  asbestos.  It  is  ingrained  in 
psyche  more  than  the  numbers 
"  After  all,  Johns-Manville  is  122 
old  and  since  its  birth  has  indeed 

virtually  synonymous  with  the 
)mbustible  mineral, 
ibestos,"  he  says  now,  "is  less  and 
f  what  we  do.  Actually,  today  fiber- 
is  our  biggest  business  in  terms  of 
The  day  asbestos  isn't  a  good  busi- 
or  us,  we'll  get  out  of  it." 
at  McKinney  is  most  hopeful 
,  despite  this  past  year's  problems, 
nkraft.  With  600,000  acres  of  tim- 
lds  in  Louisiana,  Arkansas  and 
,  that  division  is  smack  in  the 

of  the  booming  southern  forest 
cts  industry.  What's  more,  Olin- 
has  another  100,000  acres  it  owns 
ises  in  Brazil.  That  puts  it  in  the 
:  of  yet  another  thriving  market. 
CEO  won't  say  that  the  company 
it  Olinkraft  specifically  to  replace 
tos  in  J-M's  product  mix.  After  all, 
tos  is  still  its  most  profitable  busi- 
and  selling  well  in  foreign  mar- 
But  it  is  not  a  growth  industry, 
same  cannot  be  said  for  lumber 
aper. 

Kinney  doesn't  deny  that  J-M  is 
through  more  than  one  kind  of 
tion.  Not  only  has  McKinney  been 
ing  time  dealing  with  the  problems 
iestos;  he  has  also  been  getting  out 
at  he  thinks  are  ill-conceived  acqui- 
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sitions  made  by  his  predecessor. 

The  thoughtful  lawyer  has  also — main- 
ly by  his  difference  in  style — changed  the 
tone  of  the  company.  Under  the  flam- 
boyant Goodwin,  sales  roared  up  by  91% 
from  1971  to  1976,  pushed  heavily  by 
acquisitions.  But  earnings  lagged  badly, 


Olinkraft  lumber  operation 

600,000  acres  of  valuable  timber  land . 


rising  only  18%  in  the  same  period. 

Once  Olinkraft  gets  past  its  recent 
problems,  which  are  short-term  and  not 
fundamental,  McKinney  figures  it  will 
become  the  backbone  of  Johns-Man- 
ville's  future,  especially  as  Okinkraft  ex- 
pands into  high-margin  products  like 
carriers  for  beer  and  soft  drinks  as  well  as 
specialty  grades  of  paper  and  out  of  com- 
modity grades. 

That  future  is  still  only  dimly  seen, 
because  a  lot  of  what  happens  to  the 
company,  especially  in  asbestos,  is  out  of 
its  hands.  The  courts,  legislators  who 
write  building  codes,  environmental 
agencies  and  Congress  will  determine 
the  future  of  asbestos,  and  therefore  the 
future  direction  of  J-M. 

Meanwhile,  McKinney  never  forgets 
his  company's  basic  problem.  On  the 
wall  of  his  office,  there's  a  blown-up  copy 
of  a  single  sentence  from  a  newspaper, 
the  first  media  mention,  he  says,  of  the 
fact  that  smoking  together  with  asbestos 
exposure  increases  enormously  the  inci- 
dence of  lung  cancer.  Not  only  has  he 
banned  smoking  in  all  of  J-M's  asbestos- 
using  plants,  but  smoking  in  its  offices 
has  all  but  disappeared,  too. 

Asbestos  is  still  an  extremely  impor- 
tant part  of  Johns-Manville's  economic 
life,  but  John  McKinney  knows  full  well 
that  sometime  during  his  tenure  as  chief 
executive  his  company  could  acquire  a 
new  heritage.  And  more  than  likely,  that 
heritage  will  come  from  the  trees  and  the 
forest.  ■ 
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Holland  wants  to  share 
its  glories.  Golden  Tulip 
Hotels  keep  the  f 
cost  of  sharing  low. 

Golden  Tulip  Hotels, 
the  largest  group  of 
Holland's  finest  and 
most  comfortable 
hotels,  have  made  it  easy  to  share  the 
masterpieces  around  you.  They've 
adopted  TELEPLAN,  the  fair-cost  way  of 
calling  internationally. 

Many  European  hotels  add  100%  and 
more  on  international  calls.  But  not  Golden 
Tulip.  TELEPLAN  at  Golden  Tulip  means  that 
telephone  service  charges  on  calls  paid  at 
the  hotel  will  never  exceed  $9.50  per  day,  no  I 
matter  how  many  international  calls  you  make. 
Collect  and  credit  card  calls  will  carry  a 
surcharge  of  $5.00  per  call. 

The  Netherlands  delights  all  the  senses,  but 
the  eye  is  especially  favored.  So  much  to  see!  So 
much  to  tell  about!  Now  you  can  relax  and  share  it 
with  the  folks  at  home.  Here's  where  you  can  do  it 
the  fair-cost  way,  the  TELEPLAN  way: 

GoMen  Tulip  Hotels  of  Holland 

AMSTERDAM:  Apollo;  Carlton;  Centraal;  Krasnapolsky;  Pulitzer 
AMERSFOORT:  Berg  Hotel  APELDOORN:  Hotel  de  Keizerskroon 
ARNHEM:  Rijnhotel;  Groot  Warnsborn  BOEKELO:  Hotel  Boekelo 
BREDA:  Mastbosch  EPEN:  Zuid  Limburg  GIETEN:  Braams 
PATERSWOLDE  GRONINGEN:  Familiehotel  THE  HAGUE:  Belair; 
des  Indes  HAARLEM:  Lion  d'Or  HEERLEN:  Grand  Hotel 
s-HERTOGENBOSCH:  Central  LEEUWARDEN:  Oranje 
MAASTRICHT:  Hotel  Maastricht  NIJMEGEN  BERG  EN  DAL: 
Parkhotel  Val-Monte  ROTTERDAM:  Atlanta;  Parkhotel;  Savoyhotel 
VLAARDINGEN:  Delta  VLISS1NGEN:  Strandhotel  ZANDVOORT: 
Bouwes  ZEIST:  Figi  ZWOLLE:  Wientjes 


*  ERISA  and  stockholders'  suits  scaring  directors  off  the  boards  of 
I  corporations?  Myles  Mace  doesn't  think  so — but  then,  he  was  the 
?  who  started  a  lot  of  the  fuss  in  the  first  place. 


"Good  ones 
don't  have  to  worry" 


As  I  See  It 


ttant  Myles  Mace 

i  after  steel-fisted  CEOs  and  weak-stomached  directors. 


Myles  Mace,  a  former  Harvard 
professor  and  professional  direc- 
tor, wrote  a  book  in  1970  called 
Directors:  Myth  and  Reality,  saying  that  the 
boards  of  a  good  part  of  American  busi- 
ness were  little  more  than  rubber  stamps, 
made  up  either  of  insiders  beholden  to  the 
CEO  or  of  outsiders  who  didn't  know 
what  was  going  on.  Since  then,  a  mix  of 
ERISA  and  stockholder  activism  has 
translated  some  of  Mace's  ideas  into  ac- 
tion— although  not  enough  for  his  tastes. 

A  lawyer  who  has  never  practiced  law, 
a  corporate  manager  for  only  three  years, 
Mace  at  68  has  been  serving  as  a  "profes- 
sional director"  for  10  years.  He  has 
served  on  15  boards,  including  Litton 
Industries,  Air  Products,  Squibb  Corp., 
Carrier  Corp.  and  Hanes  Corp.  He  retired 
early  from  teaching  business  policy  at 
Harvard  Business  School  in  1972,  when 
he  decided  to  go  to  work  full  time  as  a 
board  consultant.  Interviewing  him  in 
his  book-jammed  office  overlooking  the 
Charles  River  in  Cambridge,  Forbes 
asked  if  he  was  worried  by  the  increasing 
number  of  lawsuits  being  filed  against 
directors  in  the  last  few  years. 

Mace:  In  most  of  these  suits,  the  direc- 
tors involved  deserved  to  be  sued.  They 
think,  "Well,  this  is  a  big  company,  and 
Harry  is  a  competent  manager,  so  I  don't 
have  to  worry."  That's  hogwash,  the 
threat  of  being  sued  is  starting  to  moti- 
vate directors.  There's  nothing  like  tak- 
ing dollars  out  of  people's  pockets  to 
make  them  more  attentive. 

Forhf\  But  aren't  more  people  turning 
down  directorships? 

Mace:  I  hear  that  all  the  time  at  cocktail 
parties.  You  know — government  waste  is 
good  for  half  an  hour,  Bill  Simon's  new 
book  is  good  for  another  half,  then  come 
the  tales  of  directors  resigning  in  droves. 
It's  idle  gossip.  I  suspect  thai  people 
who  resign  and  say  it's  because  of  direc- 
tor liability  just  realize  they're  not  being 
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SPRAY  YOUR  OWN  ROOFS 


WHAT'S  SO  JOOD  ABOUT 
OJR  ROOF  SPRAY  SYSTEM? 

1.  ECONOMY.  The  Randustrial®  Roof  Spray 
Process  can  save  you  up  to  50%  on  labor 
cofis— because  your  own  men  do  all  the 
work.  We  loan  you  the  equipment  FREE 
OF  CHARGE. 

2.  CONVENIENCE.  You  decide  when  the 
work  is  to  be  done.  We  instruct  your  men 
on  the  use  of  the  equipment  and  proper 
roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial  ®'s  quality  roofing  mate- 

ials  prolongs  roof  life  and  saves  replace- 
nent  costs. 


Randustrial :  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave. /Cleveland,  Ohio  44120 
(216)  283-0300 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 

ftlEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 
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diligent   enough;    they  should  resign. 

Fokbes  If  a  director  can  prove  he's  been 
diligent — has  shown  the  "care  of  a  pru- 
dent man" — is  that  an  adequate  defense 
in  a  lawsuit? 

Mace:  A  diligent  director  hasn't  got  a 
worry.  I  haven't  seen  a  single  case  where 
a  really  diligent  director  has  been  found 
liable  or  negligent.  Louis  Cabot,  a  direc- 
tor of  Perm  Central  back  in  1970,  kept 
telling  management  the  board  wasn't 
getting  the  right  kind  of  financial  infor- 
mation. Later,  when  the  SEC  sued,  he 
was  not  named.  The  worst  possible  ex- 
cuse for  a  director  is  that  he  couldn't 
have  known  what  was  going  on.  Direc- 
tors shouldn't  stay  on  a  board  unless  they 
know  about  everything. 

Form*  Whose  fault  is  that? 

Mace.  In  general,  the  CEO's.  He  con- 
trols the  information  flow  to  the  board, 
the  length  of  the  meetings,  the  number 
of  meetings  and  the  agenda  in  most 
cases.  He  controls  the  proxy  system  in 
the  widely  held  companies,  even  though 
the  board  is  supposed  to  be  the  agent  for 
the  owners,  not  the  CEO.  Directors  are 
responsible  for  making  decisions  from 
thorough  information.  How  can  you  ex- 
ercise your  judgment  when  you  don't  get 
reports  before  the  meetings,  or  when 
you're  forced  to  leave  information  sheets 
in  the  room  when  you  leave?  This  still 
happens  in  major  companies.  When  I 
asked  one  CEO  why  he  operated  that 
way,  he  said  I  was  silly  to  think  that 
outside  directors  could  be  trusted. 

Forbes  Isn't  there  a  shortage  of  quali- 
fied independent  candidates  for  boards? 

Mace.  Absolutely  not.  That  lament  re- 
flects the  CEO's  resistance  to  certain 
reservoirs  of  prospects.  If  a  CEO  wants 
an  independent  board,  he  can  have  one. 
If  he  likes  the  status  quo,  he  can  have 
that,  too.  Today  the  classic  director  is 
the  CEO  of  another  similar-size  com- 
pany. The  board  is  turned  into  a  corpo- 
rate-name Christmas  tree,  to  impress 
the  stockholders. 

Forbes  Who  are  these  new  "reservoirs 
of  prospects"? 

Mace-  Why  not  reach  into  second-level 
management?  They  have  good  operating 
business  experience,  and  they're  really 
willing  to  work — it  adds  to  their  educa- 
tion because  they  get  to  see  a  different 
business  with  all  its  unique  problems. 
Too,  there  is  still  a  bias  against  the  wom- 
en out  there,  who  are  just  as  smart  as  the 
men.  Finally,  there's  a  growing  number 
of  professional  directors,  executives  who 
retire  early  but  have  years  of  valuable 
experience  to  draw  on  and  the  time  to 
dedicate  to  a  few  boards.  Frankly,  many 
CEOs  feel  that  professional  directors  will 
have  too  much  time — will  meddle  too 
much.  But  time  is  exactly  what  the  re- 
sponsible director  needs. 

Forbes  Both  SEC  Chairman  Williams 
and  former  Chairman  Hill  have  pressed 
businesses  to  have  independent  outside 


majorities  on  their  boards.  Do  you  ag 
Mace  Williams  has  done  a  superb  j( 
focusing  attention  on  outside  direci 
The  Business  Roundtable  claims 
members  have  a  "preponderance"  of 
siders  on  their  boards.  But  to  say  t 
they  have  to  include  their  commei 
bankers,  investment  bankers,  lawj 
and  even  their  vendors  as  outsicj 
These  people  are  no  more  indepenij 
than  the  CEO's  wife.  You  need  on 
two  insiders,  and  the  rest  truly  hida 
dent  outsiders.  The  insiders  don't  I 
questions  because  it  is  bad  manner 
challenge  the  boss  in  public;  the  ou^ 
ers  are  thought  rude  if  they  question) 
CEO  in  front  of  his  subordinates.  But 
are  being  asked  to  vote  then  and  then 
Forbes  Some  directors  feel  they  d 
get  paid  enough  to  spend  time  beini 
diligent  as  you  want  them  to  be. 

Mace:  Most  of  these  guys  are  over] 
no  matter  what  they  get.  Some  of 
most  respected  companies  in  the  cc 
try  meet  four  times  a  year  for  an  lj 


"Sometimes  directors  dese 
to  be  sued.  They  think,  'W> 
this  is  a  big  company 
Harry  is  a  good  manager, 
don't  have  to  worry/  Ther 
nothing  like  taking  doth 
out  of  people's  pockets 
make  them  more  attentive.' 


and  a  half,  and  that  often  includes  luj 
Sure,  a  small  minority  put  in  a  lo 
time,  energy  and  interest  into  their 
ties,  and  these  directors  might  be  urn 
paid.  But  if  a  board  is  getting  low 
there's  probably  a  direct  correlation  \ 
the  CEO's  expectations  of  his  board 

Forbes  How  would  you  set  their  pa 

Mace  Here's  one  example:  Goi 
Hanes  of  Hanes  Corp.  used  to  figure 
how  much  time  his  directors  V 
spending  on  board  business  a  year, 
averaged  about  20  days  a  year.  So  H 
divided  his  salary  plus  bonuses  b 
year's  number  of  working  days,  andl 
plied  that  amount  to  each  of  our 
spent  on  Hanes.  That  came  out  to  at 
S20,000  a  year  per  director. 

Forbes  Do  you  consider  yourself  a 
former,  a  dissenter  or  what? 

Mace.  Well,  I've  heard  myself  classi 
as  a  traitor  to  business,  but  I  think 
simply  a  responsible  director.  And  I 
fine  the  role  as  monitoring,  apprai: 
and  evaluating  the  CEO,  someti; 
challenging  his  judgment — because 
board  is  the  ultimate  representativi 
the  shareholders.  More  CEOs  than  e 
now  want  that  kind  of  participai 
from  boards,  though  more  younger  c 
want  it  than  older  ones.  The  focu: 
change  for  the  future  is  the  CEO.  U 
CEOs  change,  it  will  be  tough  going 
directors.— Christine  Miles 
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URLINGTON,  Vermont- America  is 
etting  older.  The  number  of  retirement- 
ge  people  gets  bigger  every  year.  And 
le  problems  that  they  face  get  tougher 
very  year.  The  high  cost  of  food,  hous- 
lg,  hospital,  medical  and  nursing-home 
are  is  taking  a  terrible  toll.  Poverty, 
espair  and  mental  illness  among  the 
lderly  are  on  the  rise. 

In  three  separate  series,  William 
1.  Braun,  staff  reporter  for  The  Burling- 
)n  Free  Press,  a  Gannett  newspaper, 
ivestigated  the  growing  problems  of 
rowing  old  in  America— and  described 
)  the  citizens  of  Vermont  new  ways 
)  solve  them. 

These  series  showed  how  pro- 
rams  for  the  aging  that  stress  preven- 


tion can  be  more  effective  than  those 
that  stress  treatment.  They  revealed 
how  nursing  homes  can  be  wrong 
for  many  older  people  because  they 
can  make  them  feel  unwanted  and 
abandoned,  unable  to  make  their  own 
choices.  Many  of  these  people  simply 
surrender  to  despair.  Better  solutions 
can  be  home  health  services,  adult  day- 
care centers  and  congregate  homes, 
in  which  a  small  number  of  older  peo- 
ple live  together  and  make  their  own 
choices  and  decisions  in  a  more  home- 
like atmosphere. 

Each  series  built  public  awareness 
of  increasing  problems  for  the  elderly. 
Each  drew  appropriate  praise  from  pro- 
fessionals in  the  field. 

After  one  series  concentrated  on 
exposing  problems  in  Vermont's  com- 
munity-care homes— which  house  the 
aged,  mentally  ill  and  retarded  people- 
some  homes  were  closed  and  tighter 
inspection  programs  were  begun.  The 
state  began  allocating  more  funds  to 
aid  the  elderly. 

All  the  people  of  Gannett  take 
special  pride  in  concerned  journal- 
ism and  community  commitment  like 


that  expressed  by  Bill  Braun  and  The 
Burlington  Free  Press. 

It  reflects  the  strong  commitment 
to  excellence,  professionalism  and 
independent  community  service  that 
we  all  share. 

At  Gannett,  we  have  a  commitment 
to  freedom  in  every  business  we're 
in,  whether  it's  newspaper,  TV,  radio, 
outdoor  advertising,  magazine,  film 
production  or  public  opinion  research. 
Freedom  rings  throughout  Gannett 
in  news  coverage,  in  editorial  opinion, 
in  public  service.  From  Burlington  to 
Boise,  Danville  to  Denver,  Pensacola 
to  Phoenix,  each  Gannett  member 
serves  its  community  in  its  own  way. 


GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


designer  fabrics 
decorative  fabrics 


\  Huntington  House 


easy-apply  decorator  vinyls  —  Style-Touch,  Magic  Cover 


Style-Tex,  Strahan,  Benchmark 


wallcoverings 
companion  fabrics 
thermal  windows 
patio  doors 
aluminum  windows 


glazed  tile 


ceramic  mosaics 


quarry  tile 


cushioned  vinyl  flooring 


gypsum  wallboard 


vinyl  siding 


pre-decorated  wallboard 


partition  systems 


ceiling  tiles  and  panels 
glass  tabletops 
laminated  safety  glass 


mirrors 


tempered  glass 


Biscayne  Decorative  Products 


Glasscraft  Products 


Binswanger  Mirror  Products 


Hamilton  Glass  Products 


Decorative  Products  Divi 


Binning  s  Building  Prodi 


American  Olean  Tile 


Gold  Bond  Building  P 


Binswanger  Glass  C< 


Together,  they  help  make  us  National  Gypsum 


National  Gypsum  is  our  name.  But 
don't  let  our  name  fool  you.  We're  one 
of  the  largest,  most  diverse  manufactur- 
ers and  suppliers  of  building  materials 
in  the  world. 

We're  the  name  behind  Binning's 
Building  Products,  Binswanger  Glass, 
Style -Tex  and  Thomas  Strahan  wallcov- 
erings, Huntington  House  decorative 
fabrics,  American  Olean  Tile,  Biscayne 
Decorative  Products  and  Gold  Bond 
Building  Products. 

The  fact  is,  National  Gypsum  is  a 
leader  in  wallcoverings,  ceramic  tile, 
wall  and  ceiling  products,  patio  doors, 
mirrors,  storm  doors — over  150  differ- 
ent kinds  of  building  products. 

This  past  year  alone,  we  helped 
build  everything  from  warehouses  to 
highrises.  And  we  helped  remodel 
everything  from  homes  to  airports. 
While  dividends  increased  13%. 

And  the  future  has  never  looked 
brighter.  Because  America  will  always 
be  building.  And  when  you  think  of 
building,  think  of  National  Gypsum. 
We're  gypsum.  And  then  some. 


IL 

id 


^National 
'Gypsum 
1 1  Company 

A  family  ol  companies  building  lor  the  future 


For  a  copy  of  our  annual  report,  write  Dept  PR-FB5,  4100  First  International  Building,  Dallas,  Texas  75270 


There  are  those  who  will  go  to  any  expense  to  perfect  a  martini. 
Or  even  to  perfect  a  mixed  drink.  Boodles,  the  ultra-refined  British  gin,  spares 
no  expense  to  please  those  perfectionists.  It  is  produced  from  the  world's 
costliest  methods  and  imported  from  Great  Britain. 
If  cost  is  no  consideration  in  satisfying  your  taste,  consider  Boodles 
in  your  next  martini — or  mixed  drink. 

BoodlesXhe  world's  costliest  British  gin. 

94  4  Proof  Distilled  From  Gram  General  Wine  &  Spirits  Co  .  N  Y.  N  Y  10022 


Parkinson's 
Law  of  the  Vacuum 
or,  Hoover  for  President) 

By  C.  Northcote  Parkinson 


executive  who  has  ever 
1  an  assistant,  or  allowed 
;one  else  to  do  so,  probably 
good  reason  to  quake  at  the 
i  mention  of  the  name  C. 
:hcote  Parkinson.  The  justly 
his  Law  that  bears  his 
e — "Work  expands  so  as  to 
be  time  available  for  its  com- 
on" — is  a  piercing  insight 
the  wasteful  ways  of  all  orga- 
tions.  Under  that  Law  count- 
sxecutives  are  guilty  of,  or  at 
/ery  least  accessories  to,  the 
inuing  crime  of  bureaucratic 
-ring. 

rkinson  announced  his  Law 
.955,  and  executives  ever 
\  have  avoided  its  meaning 
inding  it  merely  funny.  It's 
:rstandable.  Parkinson,  a  his- 
n  and  teacher,  happens  to  be 

to  say  dead-serious  things 
wit,  clarity  and  style.  But  he 
s  making  it  harder  to  evade 
ely  his  awful  truths.  At  the 
)f  70,  ensconced  in  his  pleas- 
lome  on  the  Isle  of  Guernsey 
le  English  Channel,  he  has 
ed  further  into  the  nature  of 
lizations  and  has  massaged 
irst  Law  into  a  more  general 
ry,   with  implications  not 

for  business  organizations 
or  nations  as  well. 


Parkinson's  first  Law,  which  governs  the  relation- 
ship between  work  and  time,  has  never  been  dis- 
proved, whether  by  argument,  experience,  re- 
search or  thought.  As  a  corollary  to  the  central 
theory  is  the  obvious  conclusion  that  any  admin- 
istrative staff  must  increase  in  number  by  a 
known  percentage  irrespective  of  the  work  (if 
any)  to  be  done.  In  public  administration,  more- 
over, there  have  been  instances  of  expansion 
far  exceeding  what  seemed 
to  be  the  norm. 


Generally  speaking  the  validity  of  the  Law  has  been  proved  by 
subsequent  events  but  with  certain  exceptions  which  have  to  be 
admitted.  For  one  thing,  Parkinson's  Law  has  itself  had  its  impact, 
those  who  have  studied  it  finding  the  means  to  circumvent  it,  just  as 
careful  students  of  Das  Kapital  know  how  to  frustrate  the  spread  of 
Marxism.  There  are  instances,  especially  in  private  enterprise,  of 
administrative  proliferation  being  checked  or  even  reversed.  A  lead- 
ing German  corporation  once  reduced  its  central  office  staff  from 
2,000  to  250.  Something  is  being  done  to  reduce  the  governmental 
burden  in  the  state  of  California.  Events  such  as  these  are  not  a 
matter  of  daily  occurrence,  but  they  do  happen  from  time  to  time. 

From  tlx'  hook  The  Law:  Or  Still  In  Pursuit  by  C  Nortljcote  Parkinson,  soon  to  be  published  by  Houghton  Mifflin 
Company.  Boston  Copyright  ©  1980  by  C  Northcote  Parkinson. 
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. .  An  eminent  industrialist 
resolved  to  concentrate  all  his 
offices  under  one  roof,  not 
because  this  would  make  for 
greater  efficiency  (it  doesn't, 
as  he  well  knew)  but  because  it 
would  reduce  the  total  sum 
payable  in  municipal  taxation. 
Even  as  distinguished  a  man 
as  the  managing  director  had 
forgotten  that  office  staff  will 
always  multiply  so  as  to  fill  the 
office  space  available.  On  the 
opening  day  all  the  new  offices 
were  occupied  by  office  staff. 
A  week  later  all  old  offices, 
scheduled  as  they  were 
for  demolition,  were  as  fully 
occupied  and  as  busy  as 
before. . . ." 


tej 


I 

Kit 


pets 

bij 


These  exceptions  prove  the  r 
but  it  could  be  argued  that  the  Law,  although  generally  accep 
deserves  a  better  explanation  than  it  has  ever  had.  It  has,  in  poir 
fact,  been  studied  over  the  years  and  all  the  work  done  points  to 
conclusion  that  Parkinson's  Law  is  one  aspect  of  a  more  general  h 

Action  expands  to  fill  the  void  created  by  human  failure 

Take  a  specific  example.  A  large  industrial  group  in  England  a 
under  the  managing  direction  of  an  industrialist  so  eminent  tha 
later  achieved  a  peerage.  Looking  around  the  central  plant  he 
served  that  the  administrative  offices  were  scattered  over  the  w] 
complex,  some  accommodated  in  temporary  wooden  huts  of  a  de 
fashionable  during  World  War  I,  others  in  more  recent  struct 
which  may  or  may  not  have  been  originally  planned  as  bicycle  sh 
He  resolved  to  concentrate  all  these  offices  under  one  roof, 
because  this  would  make  for  greater  efficiency  (it  doesn't,  as  he 
knew)  but  because  it  would  reduce  the  total  sum  payable  in  munic 
taxation.  The  new  office  building,  revolting  in  its  modernity, 
completed  and  declared  open  with  all  the  pomp  which  norm 
marks  the  completion  of  any  building  which  is  sufficiently  hide 
Had  the  organization  been  perfect  the  cutting  of  the  tape  at  the  n 
entrance  should  have  coincided  with  the  blast  of  a  whistle,  the  si 
for  the  bulldozers  to  demolish  the  old  offices,  the  sites  of  wl 
should  have  been  leveled  by  sunset.  Even  as  distinguished  a  ma 
the  managing  director  had  forgotten  that  office  staff  will  alv 
multiply  so  as  to  fill  the  office  space  available.  On  the  opening  da 
the  new  administrative  block  all  the  new  offices  were  occupie« 
office  staff.  A  week  later  all  the  old  offices,  scheduled  as  they  wer 
demolition,  were  as  fully  occupied  and  as  busy  as  before.  An  ap 
ently  good  idea  had  produced  disastrous  results,  not  so  much  bee; 
of  the  money  wasted  as  because  of  the  greater  inefficiency  wl 
goes  with  greater  numbers 

The  same  general  principle 
plies  to  the  drama  of  the  takeover  bid.  We  have  all  heard  of 
wizards  of  finance  who  terrorize  the  City  and  make  vast  forti 
from  the  annexation,  amalgamation  and  reorganization  of  busin 
es,  actually  ailing,  which  we  had  all  regarded  as  monumental  in  t 
solidity.  What  firm  is  safe,  we  ask  ourselves,  while  these  pir 
range  the  stock  markets:  Can  no  law  be  framed  to  protect 
possible  victims?  But  here  again  the  basic  fault  lies  in  the  a^ 
complacency  of  portly  directors  who  fail  to  realize  how  vulner 
their  position  has  become.  By  leaving  early  and  coming  late  tl 
self-satisfied  men  prepare  the  way  for  their  own  downfall.  They 
unenterprising,  inactive,  ignorant  and  old.  But  the  business  whic 
not  imaginative  and  dynamic  has  already  begun  to  decline  and 
the  vacuum  created  by  its  decay  which  attracts  the  takeover  bid 
as  its  internal  inertia  causes  industrial  dispute.  The  plant  wl 
ceases  to  blossom  has  begun,  in  fact,  to  die.  All  this  may  s« 
obvious  enough  but  we  seldom  notice  that  the  truth  about 
vulnerable  firm  applies  also  to  free  enterprise  as  a  whole.  We  re 
nize  the  external  pressures  quickly  enough.  Communist  counl 
present  a  military  threat,  preceded  by  the  more  insidious  processt 
infiltration.  Communist  or  semi-communist  internal  parties  pre 
a  different  sort  of  threat,  making  use  of  industrial  unrest  and 
rusting  machinery  of  the  democratic  process.  Aware  of  these  < 
gers,  businessmen  react  with  belated  indignation  and  protest.  V 
they  fail  to  see  is  that  the  fault  lies  at  least  partly  within  themseh 
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A  declining  institution,  whether 
untry,  a  university,  a  trade  union  or  a  business  enterprise,  is  one 
mich  the  leaders  have  lost  their  way,  have  forgotten  above  all 
t  exactly  they  are  trying  to  do.  The  creation  of  the  vacuum  is  due 
asic  causes  which  need  for  their  proper  analysis  not  a  page  but  a 
c.  If  the  causes  are  obscure  and  complex,  however,  the  symptoms 
)bvious  and  one  of  them  is  the  failure  to  communicate.  There  are 
:r  symptoms,  heaven  knows,  some  to  be  found  in  the  balance 
i,  others  in  the  sorry  tale  of  government  by  deficit,  but  it  is 
ier  to  emphasize  what  the  most  casual  observer  must  notice  first, 
judge  an  industrial  or  commercial  enterprise  by  the  attractive- 
,  or  otherwise,  of  the  girl  at  the  reception  desk.  We  judge  a 
rersity  by  the  wealth  and  variety  of  books  on  sale  at  the  campus 
cstore  or  in  the  adjacent  high  street  bookshops.  We  judge  a 
tary  unit  by  the  way  the  officers  group  themselves  in  mess.  But 
ilso  judge  every  kind  of  institution  by  the  message  it  has  for  the 
id.  Every  building,  for  example,  has  a  message  to  convey;  often  no 
e  than  the  statement  "We  wanted  10%  on  the  outlay."  But  where 
ilding  will  always  say  something,  however  sordid  or  banal,  an 
nization  will  often  fail  to  say  anything  and  this  we  describe  as  a 
ire  to  communicate. 

Communication,  upon  which  all 
ization  depends,  involves  the  transmission  between  people  of 
tions,  facts,  ideas  or  instruction.  To  succeed  in  the  art  of  commu- 
tion  we  must  have  the  wish  to  communicate,  the  ability  to 
te  trust,  a  clear  idea  of  what  we  want  to  say  and,  finally,  a  sense  of 
i.  We  must  realize  that  whereas  most  people  want  to  talk,  few  of 
i  have  anything  to  say.  What  organization  men  say  or  write  or 
t  often  means  nothing  at  all,  being  merely  the  bureaucratic 
valent  of  breaking  wind.  To  succeed  in  the  art  of  communication 
lave  to  make  a  big  effort  and  it  is  initially  an  effort  of  imagina- 
.  We  have  to  put  ourselves  in  the  position  of  the  people  we  seek 
ifluence,  which  is  for  most  of  us  the  most  difficult  task  of  all. 

At  the  Battle  of  Balaklava  Lord 
an  sent  a  message  to  Lord  Lucan,  telling  him  to  attack  the 
ny  guns.  From  where  he  was,  on  a  hilltop,  it  was  perfectly  clear 
t  he  meant.  Down  in  a  valley  Lord  Lucan  had  a  different  view  of 
battlefield,  which  did  not  include  the  cannon  which  Lord  Raglan 
ted  to  recapture  but  did  include  whole  batteries  to  which  he  had 
meant  to  refer.  On  Lucan 's  orders  Lord  Cardigan  charged  them  at 
lead  of  the  Light  Brigade,  which  was  totally  destroyed.  The  point 
nphasize  is  that  Lord  Raglan,  who  had  many  virtues,  lacked  the 
pnation  needed  to  realize  what  the  battlefield  looked  like  from  a 
rent  angle,  and  indeed  on  a  different  level.  This  sort  of  mistake  is 
ated  every  day  and  is  always  the  result  of  a  failure  to  see  the 
ition  from  someone  else's  point  of  view. 

Given  the  desire  to  communicate 
given  some  imagination,  our  next  task  is  to  ensure  that  people 
believe  what  we  say  and  accept  what  we  promise.  It  is  no  good 
ng:  "Trust  me.  Rely  on  my  word."  Only  politicians  say  that.  It  is 
to  ask  "Do  you  doubt  my  integrity?"  for  that  is  a  phrase  used 
by  crooks.  Trust  is  not  something  you  can  demand.  It  has  to  be 
ed  over  a  period  of  years  by  a  process  which  can  begin  with  the 
acquaintance.  The  final  agreement  is  between  friends.  The  same 
applies  on  the  factory  floor.  The  industrial  dispute  we  aim  to 
ent  is  the  one  which  would  otherwise  take  place  in  five  years' 
:.  To  check  it  at  the  outset  we  begin  talking  now,  not  about  wage 


". . .  A  declining  institution, 
whether  a  country,  a 
university,  a  trade  union  or  a 
business  enterprise,  is  one  in 
which  the  leaders  have  lost 
their  way,  have  forgotten 
above  all  what  exactly  they 
are  trying  to  do.  The  creation 
of  the  vacuum  is  due  to  basic 
causes  which  need  for  their 
proper  analysis  not  a  page  but 
a  book.  If  the  causes  are 
obscure  and  complex, 
however,  the  symptoms  are 
obvious  and  one  of  them  is 
the  failure  to  communicate. . . ." 
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"...  Id  succeed  in  the  art  of 
communication  we  must  have 
the  wish  to  communicate,  the 
ability  to  create  trust,  a  clear 
idea  of  what  we  want  to  say 
and,  finally,  a  sense  of  style.  We 
must  realize  that  whereas 
most  people  want  to  talk,  few 
of  them  have  anything  to  say. 
What  organization  men  say  or 
write  or  print  often  means 
nothing  at  all,  being  merely  the 
bureaucratic  equivalent  of 
breaking  wind  " 


differentials  but  about  racing,  fishing,  music  or  chess.  Once  you  h^ 
established  yourself  as  a  friend  you  can  go  on  to  prove  that  you  an 
man  to  be  trusted. 

Only  after  a  proper  relationsl 
has  been  established  can  one  frame  the  message  to  be  conveyed.; 
each  individual  case  the  message  will  be  different,  but  let  us  assuj 
hopefully  that  it  is  known  exactly  what  is  to  be  said.  As  from  a 
management,  the  message  must  be  individual,  but  from  industry  a 
whole  three  messages  need  to  be  emphasized  repeatedly.  First,  peo] 
need  reminding  that  industry  created  the  world  in  which  we  actua 
live;  the  world  of  the  automobile,  telephone,  typewriter  and  rad 
Second,  it  must  be  reiterated  that  wealth  must  be  made  before  it  (j 
be  spent.  Third,  while  business  offers  employment  it  does  not  e^i 
for  that  purpose.  Having  noted  this,  it  must  be  recalled  that  comn 
nication  is  a  two-way  process  and  that  reaction  has  to  be  sensed  a 
analyzed.  It  is  a  sign  of  failure  when  a  deputation  comes  to  compl; 
about  something.  We  should  have  known  about  it  beforehand, 
should  have  been  there  first. 

Come  now  to  the  importance 
style,  which  is  the  imprint  of  character  upon  what  we  do  and  s 
Any  effective  announcement  or  message  conveys  a  sense  of  person! 
ity.  While  precise  and  terse,  it  goes  beyond  precision  and  brevity^ 
comes  from  a  known  character,  not  from  a  faceless  management 
never  includes  long  words  and  involved  constructions.  Short  woi 
are  best,  each  one  a  hammer  blow  and  not  a  handful  of  cotton  wc 
Last  of  all,  it  often  includes  a  touch  of  humor.  This  serves  more  th 
one  purpose.  It  makes  the  message  human.  It  attracts  attenti' 
Above  all,  it  assists  memory.  And  the  secret  of  humor,  employed  a 
deliberate  tool  or  device,  is  so  to  tie  in  the  joke  with  the  message  tl 
remembering  one  means  remembering  both.  This  is  not  as  easy  a 
may  sound  and  success  not  derived  from  inspiration  must  result  fr« 
hours  and  hours  of  work. 

Why  is  communication  so  v 
to  industry?  Because  this  is  another  example  of  the  vacuum's  imp 
tance.  If  we  do  not  tell  our  own  story  it  will  be  told  for  us  by  oth 
and  greatly  to  our  disadvantage.  In  the  world  of  today  there  i 
wealth  of  information  circulating  on  every  subject.  People  are  deluj 
with  facts  and  theories  and  advice  about  everything,  whether  sp 
en,  printed  or  broadcast.  No  industrial  group  can  afford  to  surroi 
itself  in  mystery  or  find  a  special  dignity  in  silence.  It  is  t 
reticence  which  will  make  it  vulnerable  to  allegations  which  v 
range  from  ill-treatment  of  its  employees  to  pollution  of  the  atr 
sphere,  from  waste  of  by-products  to  bribery  in  local  govemme 
Nor  do  we  save  the  situation  by  denying  the  accusation.  All  we  t 
do  by  such  protest  is  to  attract  more  attention  to  all  that  has  b« 
said  against  us.  But  the  fault  is  ours.  We  created  the  vacuum  i 
which  all  this  nonsense  had  to  flow.  Bad  instructions  are  sometin 
deliberate,  arising  from  some  muddled  motive,  the  desire  to  hun 
iate,  the  desire  to  reveal  somebody's'  stupidity,  the  desire  to  sh 
that  the  coming  disaster  was  not  our  fault.  In  such  instances  the  v 
to  communicate  is  absent.  More  often,  however,  the  will  is  there,  1 
the  imagination  is  not. 

Experience  of  this  sort  leads  us 
the  general  conclusion  that  the  vacuum  in  human  affairs  may 
more  important  than  we  have  so  far  been  led  to  suspect.  A  percept 
politician  once  referred  to  the  winds  of  change,  and  a  far  greater  m 
living  in  an  earlier  and  greater  period  of  history,  once  contrasted 
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FOR  YOUR  NEXT  BUSINESS  MEETING 

Lake  Tahoe  the  way  it  was . . .  and  sti'i  is.  460  newly 
appointed  rooms  and  suites  on  the  North  Shore 
plus  a  Regency  Club  Level  with  Concierge  and 
special  VIP  amenities. 

2  nearby  Robert  Trent  Jones  golf  courses  and 
26  tennis  courts  close  to  the  hotel.  Our  own 
beach  for  swimming,  water  skiing  and  water 
sports.  A  heated  pool.  Horseback  riding  at 
Ponderosa  Ranch.  Indoor  and  Outdoor  Theme 
Parties. 

Elegant  dining  in  the  only  hotel  restaurant  on 
the  lake.  Live  entertainment  in  the  lounge. 
Excitement  in  our  24  hour  casino.  20,000  sq.  ft. 
of  Meeting  Space  (a  ballroom  of  8,000  sq.  ft.) 
accommodating  1,000  theatre  style  or  700  for 
banquet— plus  additional  meeting  rooms.  An 
experienced  meeting  planning  staff.  Regularly 
scheduled  transportation  from  Reno 
Int'l  Airport. 

Call  Director  of  Sales:  702-831-1111 


AT  INCLINE  VILLAGE 


". . .  We  are  apt  to  blame  an 
aggressive  nation  for  causing 
a  war  and  there  is  a  sense  in 
which  our  strictures  may  be 
just.  But  what  of  the  wretched 
country  which  is  invaded?  Its 
part  in  causing  the  war  was 
probably  far  more  important. 
It  may  not  be  morally  to 
blame,  but  it  created  the 
situation  in  which  war  had 
become  inevitable.  The  Spanish 
conquest  of  Mexico  shed  far 
more  light  on  Aztec  weakness 
than  upon  Spanish  resolution 
and  courage,  admitting  as  we 
must  that  Cortes  had  both — " 


beneficent  gales  of  spring  with  the  tempest  which  brings  only 
struction  in  its  wake.  But  the  hurricane  which  appears  to  blow 
roof  off  a  house  has  not  really  done  so.  The  roof  was  actually  sucj 
off.  by  the  vacuum  formed  in  the  building's  lee.  In  human  affairs 
vacuum  plays  as  significant  a  part  and  one  no  less  vital  for  bein 
often  unnoticed.  We  have  been  misled  by  historians  who  tell  u 
revolutions  brought  about  by  ill-nourished  peasants  plotting  re 
against  their  masters.  But  people  who  are  really  oppressed  nq 
revolt  and  any  revolution  which  is  seemingly  the  result  of  disconi 
should  always,  on  that  supposition,  have  happened  a  great  t 
sooner  when  things  were  a  great  deal  worse.  Tyrants  flourish  and 
their  well-meaning  successors  who  face  the  firing  squad.  In  ol 
words  we  do  wrong  to  waste  time  on  studying  the  conspiracy 
should  rather  concentrate  our  attention  on  the  government  whic 
to  be  overturned.  Talk  about  the  real  or  imagined  suffering  of  the  p 
is  irrelevant  because  each  revolution  is  really  brought  about  by 
government  itself,  by  the  men  who  created  the  vacuum  into  wt 
the  rebels  are  almost  unwillingly  sucked.  Will  the  present  regime 
the  West  be  destroyed  by  coups  d'etat''  It  would  seem  quite  possi 
but  we  should  do  wrong  to  ask  ourselves  whether  the  armed  force 
the  Western  nations  have  any  such  plans  in  mind.  They  have  not 
it  would  be  of  no  great  significance  if  they  had.  The  people  to  st 
are  the  ministers  and  their  immediate  entourage.  Is  their  ineptit 
sufficient  to  create  the  vacuum  into  which  some  other  force 
be  drawn? 

What  is  true  of  internal  stabi 
or  its  absence  is  no  less  true  of  foreign  affairs.  We  are  apt  to  blam< 
aggressive  nation  for  causing  a  war  and  there  is  a  sense  in  which 
strictures  may  be  just.  But  what  of  the  wretched  country  whic 
invaded?  Its  part  in  causing  the  war  was  probably  far  more  import 
It  may  not  be  morally  to  blame,  but  it  created  the  situation  in  wr 
war  had  become  inevitable.  The  Spanish  conquest  of  Mexico  shec 
more  light  on  Aztec  weakness  than  upon  Spanish  resolution 
courage,  admitting  as  we  must  that  Corte's  had  both.  Empires 
lapse  as  a  result  of  internal  decay,  and  rulers  who  are  guiltless  of 
particular  crime  cause  disaster  through  all  they  have  failed  to  do. 
effective  rule  has  direction,  momentum,  color  and  speed.  It  is 
lack  of  these  positive  characteristics,  as  perhaps  in  Czarist  Rus 
which  must  eventually  create  the  vacuum.  If  the  West  is  to  surviv 
must  achieve  a  measure  of  unity  which  is  so  far  conspicuon 
lacking,  but  its  failure,  if  it  fails,  will  be  in  Brussels  and  Washing- 
not  on  the  threatened  frontier  nor  even  in  the  countries  which  c 
most  desperately  to  that  sovereign  status  they  can  no  longer  affor 
maintain. 
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4.  REMELTIT  5.  REMAKE  IT  6.  REUSE  IT 


The  aluminum  can. 
Recycling  it  conserves  energy 
and  natural  resources. 

It's  light,  quick  chilling  and  convenient.  And 

it's  fast  becoming  America's  most  popular 
beverage  container.  But  that's  only  half  the 
story.  Because  by  returning  used  aluminum 
cans  for  recycling,  Americans  are  really 
helping  to  save  energy. 

Every  time  an  aluminum  can  is  recycled,  we 

save  95  percent  of  the  energy  needed  to  make 
new  metal  from  bauxite.  Last  year,  the  alumi- 
num industry  received  a  record  7.1  billion  used 
aluminum  beverage  containers  for  recycling. 

By  putting  those  cans  back  to  work,  enough 
energy  was  conserved  to  meet  the  residential 
electrical  needs  of  a  city  like  Pittsburgh, 
Pennsylvania  for  over  a  year.  And  recycling 


We  can't  wait  for  tomorrow 


also  helps  Alcoa"  reduce  its  consumption  of 
coal  and  bauxite,  both  valuable  natural 
resources. 

Recycling  is  growing  fast.  In  the  last  seven 
years,  thousands  of  civic  groups  and  individual 
collectors  have  earned  over  $180  million 
through  recycling.  And  recycling  has  added  an 
estimated  15,000  new  jobs  to  the  economy- 
jobs  that  didn't  previously  exist. 

For  additional  information  about  this  exciting 
new  industry  that  saves  more  and  more 
energy  as  it  grows,  write  Aluminum  Company 
of  America,  446-E  Alcoa  Building,  Pittsburgh, 
PA  15219. 


□ALCOA 


If  you  think  your  premiums 
are  paying  for  your  competitors'  losses 


check  with  the  leaden 

Controlling  insurance  costs  can  go  a  long  way  toward  improv- 
ing the  bottom-line  results  of  your  company.  As  the  worlds 
leading  broker,  Marsh  &  McLennan  can  help  you  develop  the  most 
cost- effective  method  of  administering  your  risk  management 
program. 

We  can  identify  the  areas  of  coverage  where  your  loss  experi- 
ence is  better  than  the  average  for  other  companies  in  your  industry 
— and  develop  loss-sensitive  programs  based  on  your  loss  history 


hat  give  you  credit  for  the  quality  of  your  operations  and  improve 
^our  cash  flow.  So  you  don't  pay  for  your  competitors'  poor  loss 
'ecords. 

Improving  your  loss  record 

High  loss  ratios  not  only  ultimately  increase  insurance  costs, 
)ut  interfere  with  your  company's  productivity  as  well.  M&M  Protec- 
ion  Consultants,  our  loss-control  specialists,  develop  hazard-control 
urograms  that  are  effective  in  reducing  losses  and  which  lead  to 
ower  insurance  premiums. 

When  a  loss  does  occur,  we  can  help  you  settle  the  claim 
hrough  the  most  advantageous  claims  management  plan. 

More  ways  to  control  costs 

Marsh  &  McLennan  can  help  you  reduce  your  fixed  premium 
3osts  in  other  ways,  too.  For  example,  we  can  analyze  your  level  of 
isk  retention  and  recommend  appropriate  deductibles  or  risk- 
etention  levels. 

Altogether,  Marsh  &  McLennan  has  the  people,  organization, 
experience  and  negotiating  power  in  the  insurance  marketplace  to 
provide  the  most  cost-effective  coverage  for  all  your  company's  assets. 

For  more  information  on  controlling  your 

,  '       C  rill  Alternative 

:ompanys  insurance  costs,  write  tor  a  copy  ot  our  booklet  *—mmmm 
'Alternative  Insurance  Measures"  to.- Mr.  Robert  Clements, 
President,  Marsh  &  McLennan,  Incorporated,  tw**lttB"^r 
Dept.  10FB,RO.  Box  839,  Radio  City  Station,  New  York, 
NY  10019. 

When  it  comes  to  insurance,  come  to  the  leader. 

Marsh  & 
MCiennan 


>  1980.  Marsh  &  McLennan,  Incorporated 


Translating  six  input  signals  into  five  instrument  readings  or 
direct  control  functions,  a  microprocessor  accounts  for  much  of  the 
earthmoving  efficiency  of  our  new  JD862  Scraper.  For  the  machine 
operator,  this  electronic  controller  governs  a  six-speed  transmission 
to  increase  productivity,  reduce  fuel  consumption..  For  the  field 
technician,  this  system  self-diagnoses  electrical  problems  to  speed 
servicing.  For  us,  this  pioneering  technology  may  accelerate  further 
improvement  of  our  many  other  machines  for  construction,  public 
works  and  the  forest  industries.  Your  inquiries  are  welcome.  John 
Deere,  Moline,  Illinois. 

mmi  mmm    mxn  mm 


wldrtt  it  be  nice  if  stocks  were  like  mutual  funds — where  investors 
dd  insist  that  management  redeem  their  shares  on  demand  at  net 
et  value?  They  can't,  but  sometimes  takeovers  have  the  same  effect. 


Appraised  value: 
the  stuff  of  dreams 


itatistical  Spotlight 


HERE  ARE  THOSE  WHO  THINK  the 

asset-play  game  is  over,  that  the 

stock  market  must  find  new  lead- 
p.  But  contradictory  opinions  make 
:ock  market  what  it  is,  and  there  are 
plenty  of  analysts  who  think  the 
play  game  is  far  from  over, 
s  asset  play,  essentially,  is  an  infla- 
hedge;  it  takes  center  stage  when 
tors  are  scared  about  rising  prices, 
•otect  their  purchasing  power,  in- 
rs  look  for  companies  that  possess 

natural  resources.  In  more  confi- 
times,  investors  care  more  about 
ngS;   in   inflationary   times  they 

in  terms  of  assets.  The  flaw  in  the 
play  is  that  it  assumes  liquidating. 

does  it  avail  a  company  to  own 
ble  forestlands  if  it  turns  the  trees 
:ardboard  boxes  on  which  it  can't 
much  money?  Nevertheless, 
ever  inflation  revs  up,  investors 
efuge  in  assets. 

netimes  this  faith  in  assets  is  justi- 
^specially  in  takeovers  or  buyouts, 
am  Co.,  whose  stock  has  been  sell- 
1  the  high  30s,  jumped  nearly  25 
s  earlier  last  month  when  Sun  Co. 
a  $2.3  billion  offer  for  Seagram's 
.1  and  gas  holdings.  That  offer  was 


worth  $66  per  share  pretax — far  more 
than  Seagram  had  been  selling  for.  An- 
nouncement of  the  offer  caused  a  rally  in 
oil  and  gas  asset-play  stocks,  which  had 
been  sagging  badly  on  profit-taking. 

All  this  results  in  an  interesting  para- 
dox: Small  oil  and  gas  companies,  be- 
cause they  are  buyable,  sell  closer  to  asset 
value  than  giant  ones  that  are  too  big  to 
take  over.  Texaco,  for  example,  sells  at  a 
dirt-cheap  28%  of  its  asset  value  while 
little  Crystal  Oil  sells  at  more  than  150% 
of  its  appraised  value. 

In  this  sense,  the  asset-play  game  is  a 
variation  of  the  takeover-prospect  game. 
That's  why,  although  the  takeover  game 
has  faded  for  most  assets,  a  victim  of 
tight  and  expensive  money,  it  still  flour- 
ishes in  oil  and  gas  because  the  compa- 
nies doing  the  buying — the  big  oil  com- 
panies— still  have  plenty  of  cash. 

There  are  many  ways  to  measure  a 
stock's  value:  You  want  to  know  what 
the  ratio  is  between  its  price  and  its 
earnings — the  price/earnings  ratio.  You 
want  to  know  what  is  the  rate  of  growth 
of  its  profits.  You  want  to  know  what 
kind  of  return  it  gets  on  its  assets.  You 
want  to  know  what  kind  of  management 
it  has — good,  bad  or  indifferent.  Ap- 
praised value  is  one  more  yardstick,  al- 
ways useful  but  never  so  in  isolation 
from  the  other  factors.  In  this  spirit, 


Forbes  has  painstakingly  prepared  the 
following  listings  of  186  corporations 
with  estimated  values  of  underlying  as- 
sets— or  in  the  case  of  gold,  estimated 
future  discounted  earnings — for  each. 
The  estimates  come  from  various  reli- 
able sources,  listed  below  the  tables. 
Point  to  remember:  Appraised  value  is 
not  the  same  as  book  value.  The  latter  is 
simply  original  cost  less  depreciation. 
Appraised  value  is  often  many  times 
higher  than  book  value.  Why?  Because 
timber  acquired  50  years  ago  is  clearly 
worth  far  more  than  it  cost;  oil  and  gas  in 
the  ground  may  be  worth  many  times 
the  investment  required  to  find  it  and 
develop  it. 

There's  something  missing  from  the 
tables:  companies  with  substantial  land 
holdings.  We  tried.  We  really  did.  In  the 
end  we  had  to  give  up  because  there  were 
so  many  different  companies  owning  so 
many  different  kinds  of  land  that  ap- 
praisals would  have  been  meaningless. 
Anyhow,  no  two  pieces  of  land  are  alike. 
It's  different  with  other  resources:  Coal, 
oil,  gold,  silver  and  timber  are  far  more 
fungible  than  land. 

Read  on.  You  may  be  surprised  to  leam 
how  rich  in  assets  some  companies  are. 
But  remember:  These  figures  are  only 
one  dimension  of  corporate  value,  albeit 
a  significant  one.— Alyssa  A  Lappen 


Oil  and  gas  companies 

Market  Average 

 Reserves   price  as  growth  in 

1       oil't       gas't       coal*  %  of  Appraised  Recent  52-week         Price/       cash  earn- 

les     (mil         (bil         (mil  appraised  net  worth         market  price         earnings    ings  (7-yr  Current 

bbls)       cu  ft)       tons)        Oil  and  gas  companies       net  worth  per  share*  price  range  ratio        average)!  yield 

International 

»9    5,283       7,384       613     British  Petroleum  49%  $  65.85  32  38'/2-217/8  7  56%  5.2% 

50    6,260     22,100    9,500     Exxon  40  140.30  55'/2  673/4^t9'/8  6  12  8.6 

S7    l,943a      6,893a      370a    Gulf  Oil  59  61.35**  36V8  541/2-251/8  5  12  6.2 

U    2,1 15a      8,502a  3,700a    Mobil  79  78.60**  62  891/2^5%  7  16  4.8 

res  Mipplied  by  Oil  Industry'  Comparative  Appraisals,  John  S  Herold,  Inc.,  except  where  otherwise  indicated 
total  oil,  condensate  and  gas  liquids  reserves.  Gas:  North  American  reserves  only, 
i  earnings;  net  income,  depreciation  and  deferred  taxes, 
raisal.s  calculated  in  or  before  July  1979. 
pany  figures,  1979. 
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The  matchmakers. 

Burroughs  modular  terminals  give  you  the  flexibility  to 
match  your  precise  requirements.  And  their  advanced  design 
allows  you  to  expand  at  any  time  without  disruption. 


Burroughs  Modular  Terminals  (BMT™)  offer  almost 
unlimited  configuration  flexibility.  And  greater 
sconomy  in  overall  data  communications  costs. 

Displays,  keyboards,  printers,  magnetic  card 
readers,  memory  subsystems  and  more  can  be 
structured  into  a  network  that  matches  the  job  at  each 
work  station  with  the  exact  terminal  for  that  job. 

Each  BMT  terminal  system  is  driven  by  its  own 
microprocessor,  a  tiny,  but  powerful,  programmable 
computer  with  its  own  memory. 

This  microprocessor  supplies  processing 
intelligence  for  the  terminals.  And  for  application 
programs,  data  storage  and  peripherals. 

It  eliminates  the  need  for  separate  communi- 
cations controllers.  And  it  allows  the  terminals 
:o  be  programmed  for  alternate  functions. 

You  can  also  incorporate  new  hardware  without 
systems  reprogramming.  You  can  change  and 


expand  your  network,  and  take  advantage  of  new 
BMT  developments,  without  having  to  revise  pro- 
grams or  replace  equipment. 

And  remember,  every  Burroughs  system  fulfills 
the  need  that  counts  most  in  your  business:  increased 
productivity.  Burroughs  has  understood  this  for  over 
90  years. 

That's  why  we  provide  total  capability  in 
information  management.  Computers,  word 
processing  systems,  facsimile  communications, 
system  software,  application  programs,  customer 
training,  maintenance,  plus  business  forms  and 
supplies.  We  call  it  Total  System  Support.  And  it's 
there  to  help  you  improve  your  productivity. 

For  additional  information,  call  your  local 
Burroughs  office  or  write  Burroughs  Corporation, 
Department  FRB-12,  Burroughs  Place,  Detroit, 
Michigan  48232. 


Lockheed  knows  how. 


Moving  fiction  closer  to  fact. 

The  vision  of  erecting  power  plants,  factories,  and  even 
entire  communities  in  outer  space  has  been  moved  a  step 
toward  reality. 

Under  a  NASA  contract,  Lockheed  is  developing  new 
space  construction  concepts  focused  on  basics  like  innova- 
tive assembly  methods  and  lightweight,  strong  joints  and 
columns.  Some  of  these'parts'  have  already  been  made. 

Large-scale  structures  might  take  form  as  massive  power 
stations  with  several  square  miles  of  solar  cells.  Or  as  fac- 
tories for  items  that  can  be  better  made  in  zero-gravity 
conditions.  Or  as  huge  antennas,  thousands  of  yards  across. 
Then,  space  settlements  would  be  needed  to  house  the 
people  who  would  build,  maintain,  and  operate  the  other 
space  leviathans. 

The  first  structures  would  come  piecemeal  from  Earth. 
But  far-thinking  scientists  believe  much  raw  construction 
material  could  eventually  be  taken  from  the  moon  or  from 
asteroids  whose  orbits  swing  them  near  our  planet. 


Looking  at  the  origin  of  the  universe. 


In  1983,  a  43-foot-long  telescope  system  will  be  slipp 
into  orbit  300  miles  above  Earth.  And  man  may  then  loc 
back  14  billion  years  to  where  our  universe  perhaps  be£ 

The  NASA/Lockheed  Space  Telescope  will  detect 
objects  50  times  fainter  and  7  times  deeper  into  space  t 
those  ever  before  seen.  It  will  lock  onto  stars,  galaxies,  < 
other  space  phenomena  with  absolute  accuracy  for  as 
as  30  to  40  hours.  And  it  will  perform  ultraviolet  and 
infrared  measurements  impossible  from  Earth. 

Potential  rewards  are  huge.  Scientists  may  discover 
new  worlds  and  new  energy  sources.  They  may  even  fir 
ways  to  protect  Earth's  delicate  environment  in  a  new 
uncharted  age. 


Scouting  the  sun's  uproar. 


1828:00 


1830:30 


1832:00 


I 

lor 


1835:15 


1837:30 


1839:00 


Tucked  into  NASA's  OSO-8  Orbiting  Solar  Laboraton 
a  Lockheed-developed  Mapping  X-Ray  Heliometer  has  j 
successfully  finished  three  years  of  amassing  vital  data 
the  sun's  ever-varying  X-ray  radiation. 


''■Sir- 


Illustration  shows  fully  automatic  assembly  machine  working  on  huge  outer-space  structure  as  NASA's  Space  Shuttle  stands  by. 


heliometer  was  part  of  the  most  complete  scientific 
nent  payload  ever  sent  up  to  study  solar  and  cosmic 
ources.  And  though  planned  for  only  one  year's 
he  OSO-8  package  operated  in  its  350-mile-high 
>r  better  than  three  years. 

heliometer  experiment  again  clearly  demonstrated 
Bed's  unique  capability  in  independent,  basic 
:h.  And  the  data  will  probably  unveil  dramatic 
acts. 

/  should  set  guidelines  for  better  predicting  of  solar 
ind  yield  new  knowledge  of  exactly  how  the  sun's 
imissions  affect  Earth's  weather  and  climates. 

>rders  that  talk  from  other  planets. 

\/e  now  put 
on  Mars, 
\  Venus  and 
close  up,  and 
t  intimate 
it  Saturn  in 
80. 

:ial  Lockheed 
ers,  each  no 
or  heavier 
gallon  bottle 

zr,  help  scientists  see  the  outer  planets  at  close  range. 
i  within  a  space  vehicle,  each  recorder  can  store  and 
it  more  than  a  half-billion  bits  of  information.  Those 
i  are  then  turned  by  Earth-station  computers  into  sharp 
|  and  precise  scientific  data. 


Lockheed  recorders  have  flown  on  all  Apollo  moon 
missions,  five  Mariner  space  probes,  the  flights  to  Mars, 
Venus,  and  Jupiter,  and  are  now  headed  toward  Saturn  and 
beyond. 

And  if  the  search  that  far  away  reveals  no  life,  there's  still 
the  rest  of  the  universe. 

The  unmatched  record  of  achievement. 


Nothing  underscores  Lockheed's  leading  place  in  space 
technology  better  than  the  record  of  the  Agena  spacecraft. 

The  versatile  Agena,  veteran  of  more  than  300  flights, 
can  count  more  successful  launches  than  those  made  by 
any  other  spacecraft,  and  it  has  been  used  on  nearly  half  of 
all  United  States  space  missions. 

In  making  space  work  for  man,  Agena  is  one  more  proof 
that  Lockheed  knows  how. 

Lockheed 


provided  the  loan 
that  launched  S&E 
Shipping  Corporation's 
new  ore  carrier,  the 
Kinsman  Independent. 


AmenTrus 
The  Bank 
that 


lent  the  money  to 
Farmland  Industries 
to  reap  bumper  crops 
throughout  the 
midwest.  ^^.,t 


rolled  out  a  line  of  credit  for 
export  of  truck  axle  components 
from  Eaton  Corporation  to 
an  affiliate  in  Venezuela. 


helps  Pickands  Mather 
spotlight  its  cash  position 
with  daily  computerized 
updates. 


/hiermrust 

Headquarters:  Cleveland.  Ohio 

Making  things  happen 
in  MidAmerica. 
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data      Estimates  bv  David  Snow,  AG.  Becker,  excluding  frontier  resources 

)  range  only. 

'Canadian  dollars  except  where  otherwise  noted. 

•U.S.  dollars 

'e.F  Hutton. 
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Coal  companies 

Total 
revenues 
(mil) 

Recoverable 
coal  reserves 
(mil  tons] 

Coal  companies 

Market  price 
as  %  of  asset 
valuation 
per  share 

Asset 
valuation 
per  share 

Recent 
market 
price 

52-week 
price 
range 

Price/ 
earnings 
ratio 

Growth 
in  earnings 
(7-year 
average) 

Cur 
yit 

$  860 
1,648 
385 

769 
1,700 
1,248* 

Eastern  Gas  &  Fuel  Assoc 
Pittston 

Westmoreland  Coal 

50% 

44 

46 

$37 
48  ' 
45 

L8Vi 

2P/4 

20% 

26Vi-15% 
30%-17ya 
37'/2-19 

8 
15 
NM 

60% 

68 

98 

S. 
5. 
norj 


*  Includes 

leased  property. 

NM:  Not  meaningful. 

Forest  products  companies 


Market 
price  Appraised 


r!rowfh  in 

VjlUW  Ul  111 

Total 

Timbert 

appraised 

worth 

Recent 

52-week 

Price/ 

earnings 

revenues 

Acres*  t 

(mil 

net  worth 

of  timber 

market 

price 

earnings 

(7-year 

Curre 

(mil) 

(mil) 

cu  ft) 

Forest  products  companies 

per  share 

per  share tt 

price 

range 

ratio 

average) 

yiel» 

$2,917 

2.75 

2,900 

Boise  Cascade 

54% 

$  56 

30  '/s 

42V2-27 

5 

15.6% 

5. 

3'250 

1.5 

2,900 

Burlington  Northern 

54 

104 

55% 

80%^t3% 

4 

28.3 

3. 

3,751 

3.0 

3,300 

Champion  International 

65 

34 

22 

28%-20% 

5 

24.9 

6. 

445 

0.65 

550 

Consolidated  Papers 

164 

31 

25% 

32l/8-25'/8 

5 

27.9 

7. 

4,370 

1.2 

1,150 

Continental  Group 

122 

21 

25% 

32%-25'/4 

5 

14.1 

9. 

2,804 

2.0 

4,100 

Crown  Zellerbach 

33 

108 

35% 

54%-32% 

7 

7.6 

5. 

1,283 

1.45 

1,650 

Diamond  International 

71 

40 

28  Vz 

47'/2-28% 

6 

6.1 

7. 

419 

0.25 

250 

Federal  Paper  Board 

161 

15 

24  Vs 

35  -207s 

7 

23.1 

4. 

5,207 

4.5 

5,900 

Georgia-Pacific 

73 

33 

24% 

347s-21 '/2 

8 

12.9 

4. 

1,158 

2.15 

2,650 

Great  Northern  Nekoosa 

100 

31 

30% 

40%-27% 

5 

29.3 

5. 

4,530 

8.4 

9,000 

International  Paper 

32 

100 

32% 

47%-30'/2 

4 

29.9 

7. 

2,218 

0.85 

650 

Kimberly-Clark 

282 

14 

39'/2 

48'/2-39y2 

6 

30.3 

8. 

335 

0.4 

1,400 

Longview  Fibre 

26 

103 

27 

38  -25 

8. 

9.5 

4. 

1,302 

0.9 

1,500 

Louisiana-Pacific 

43 

48 

20% 

29'/2-18'/2 

6 

28.5 

2. 

2,570 

1.1 

1,000 

Mead 

112 

19 

21% 

29%-19% 

4 

25.3 

8. 

148 

0.09 

200 

Medford 

43 

81 

35 

54  -26'A 

8 

30.0 

2. 

258 

0.17 

1,200 

Pacific  Lumber 

29 

155 

447s ' 

57  -40'/2 

11 

17.7 

5. 

176 

0.13 

400 

Pope  &  Talbot 

28 

52 

14'/2 

22  -14% 

4 

22.9 

non 

809 

1.3 

2,350 

Potlatch 

47 

68 

31% 

39  -30 

7 

14.5 

4. 

2,533 

3.1 

3,900 

St  Regis 

56 

49 

27'/2 

3478-26% 

6 

19.4 

7. 

1,908 

2.95 

2,900 

Scott  Paper 

57 

28 

16 

22'/8-14% 

5 

18.5 

6. 

778 

0.45 

400 

Southwest  Forest  Inds 

55 

23 

12% 

24  -llVi 

4 

63.7 

3. 

1,389 

1.7 

1,800 

Union  Camp 

103 

38 

39% 

5078-^37% 

6 

19.2 

6. 

1,224 

1.2 

1,150 

Westvaco 

104 

29 

307b 

38% -26% 

6 

14.3 

5. 

4,423 

5.9 

11,500 

Weyerhaeuser 

36 

81 

29'/2 

37%-26'/2 

7 

10.2 

4. 

864 

0.55 

850 

Willamette  Industries 

66 

42 

27% 

42'/4-26% 

6 

13.1 

5. 

•North  American  timberland,  in  fee  owned,  excluding  cutting  rights.  tFigures  from  William  M.  Wigder,  limited  partner,  First  Manhattan  Co.    iOn  fully  d 

shares. 


Gold  companies — NJV. 

Market 

Annual 

price  as 

■  Sum  of 

Total 

Estimated 

gold 

%  of  sum 

present 

mine 

outputt 

Working 

Cash 

of  present 

value  per 

Recent 

52-week 

revenues 

life* 

(thousands 

cost 

dividend 

value  per 

share  @  $500 

market 

pnce 

Curre 

(mil) 

(years) 

North  American  gold  companies 

of  ounces) 

per  ounce* 

paid* 

share* 

per  ounce't 

price 

range 

yieli 

$  27* 

32 

Agnico-Eagle 

72 

$113.49 

$0.15 

64% 

$14.56 

9% 

13%-  574 

1.4 

29* 

25 

Camflo 

80 

90.30 

0.51 

40 

38.49 

1572 

25  -15%b 

3.2 

70* 

32 

Campbell  Red  Lake 

182 

56.44 

0.66 

93 

33.52 

31'/4 

3978-17 

1.6 

16* 

15 

Dickenson  Mines 

60 

194.99 

0.04 

26 

39.97 

IOV2 

18  -10%b 

0.5 

31* 

8 

Giant  Yellowknife 

95 

204.75 

0.51 

43 

32.78 

1474 

21    -  8% 

3.6 

•Figures  from  International  Investor's  Viewpoint,  Portland,  Ore.  tSum  of  the  present  value  is  an  estimate  of  future  earnings  at  a  discount  rate  of  10% 

per  ye. 

tFigures  from  America 

s  Fastest  Growing  Companies,  John  S.  Herold,  Inc. 

aCanadian  dollars.    1980  range  only. 
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Want  to  see  the  cost 

of  dairy  farming  go  down? 


Borg-Warner  leases  cows  to  dairy  fanners  so  they  can  raise  their  productivity  and  ^^/JJarner  9 
hold  down  the  cost  of  producing  milk.  That's  Borg-Warner  today.  And  there's  ^^^= 
more  to  come.  In  eight  major  markets,  Borg -Warner  is  a  company  to  watch. 


Watch 
Borg-Warner 


Gold  companies — N.A. 


Market 

Annual 

pnee-  as 

Sum  of 

1  'Jim  tat'  t  1 

0 IM 1 

"/<i  of  sum 

present 

Total 

mill' 

output} 

W<  irking 

(  ash 

of  present 

value  per 

Recent 

■52- week 

revenues 

life* 

|th(  lusands 

dividend 

value  per 

share  0>  %Hi) 

market 

pnee 

Cum 

(mill 

(yearn) 

Nnnli  American  gold  canpsnia 

of  ounces] 

[kt  ounce* 

paid* 

share* 

per  ounce  *t 

pnee 

range 

yicli 

$235 

52 

1  Ion  n  'si  a  kc  Milling 

334 

$250.00 

$2.00 

50% 

$88.76 

44  % 

65    -3 1 

3.6 

9" 

16 

North. ill 

38 

J  06.41 

0.26 

29 

12.70 

3% 

5%-  27/sb 

8.3 

58" 

13 

I'amour  Porcupine 

160 

297.50 

0.26 

38 

25.97 

97h 

147/s-  9'/2b 

4.6 

25" 

12 

Sigma 

70 

L  60.60 

III 

77 

55.88 

42% 

60    -43  b 

3.7 

'I  Igurei  from  International  Investor'!  Viewpoint,  Portland,  (  He  'Sum  of  the  present  value  is  an  estimate  of  future  earnings  at  a  discount  rate  of  10%  per  yei 

II  Igurei  from  Ametit  a'i  Fastest  ( trowing  Companies,  |ohn  8  I  Icrold,  Inc.  "Canadian  dollars  D19K0  range  only. 


Gold  companies — South  Africa 


i  (ecemba 

Annual 

Market 

Sum  of 

quartet 

g<  >!■  1 

 Cash  dividends'  

pnee  as  % 

present 

operating 

i  itunati  'I 

out  pi  It  1 

Working 

estimated 

of  sum  of 

value  per 

Recent 

I'M  .III 

mine  life' 

[metric 

u*t  per 

(n  $.S(X) 

present  value 

share  (n 

market 

Cum- 

per  in  mi  e' 

(years] 

South  Aim  .in  gold  stm  k 

tons) 

ouncct 

present 

pcx  ounce 

per  share 

.S^XVirzt** 

pnee 

yielc 

'i.  !  t  I 

7 

Blyvooruitzlchi  (U) 

19 

$141 

$2.4K 

$3.04 

54% 

$24.54 

13  Vi 

18 .7 

227 

13 

Buffelsfontein  |U) 

26 

185 

3.97 

5.70 

46 

65.75 

30  'A 

13.1 

252 

9 

I  )oornfontein 

12 

160 

0.50 

2.60 

44 

29.10 

12% 

349 

38 

I  ,isi  I  friefontein 

47 

63 

2.98 

4.46 

53 

4 1 .95 

22% 

\32 

303 

1 1 

Fre  t-  State  Geduld  (U) 

36 

141 

5.83 

10.23 

45 

1 14.88 

5 1  % 

11.5 

172 

14 

1  lannony  (U| 

32 

240 

2.11 

4.59 

45 

39.65 

177/k 

Hi 

'/I 

16 

i  [artebeestfontein  (U) 

32 

141 

7.44 

12.71 

59 

93.8  1 

55 

13.; 

261 

13 

Kinross 

9 

151 

1.04 

1.74 

61 

17.43 

10% 

9i 

324 

21 

Kloof 

32 

KH 

1.98 

3.91 

54 

50.22 

27  Vh 

7.3 

254 

11 

Libanon 

12 

158 

1.24 

5.39 

45 

45.61 

2()'/2 

6( 

295 

13 

President  Brand  (U) 

31 

117 

4.46 

6.70 

52 

68.07 

3SVs 

12.7 

247 

14 

President  Steyn  (U) 

25 

165 

2.91 

5.77 

43 

78.31 

33% 

8.7 

207 

16 

Randfontein  (U) 

23 

205 

8.68 

15.44 

43 

156.21 

67 

13.C 

299 

1  1 

St  Helena 

17 

1 13 

4  34 

7.38 

43 

69.55 

30 

14.5 

225 

6 

Stilfontein  (S) 

17 

187 

2.48 

3.72 

55 

26.99 

14% 

16.H 

251 

28 

Vaal  Reefs 

63 

161 

7.94 

1 1.28 

33 

153.40 

50% 

15.8 

203 

6 

Welkom 

1 1 

209 

1.67 

3.22 

74 

19.23 

14'/4 

11.7 

347 

13 

Wcsi  i  Jriefontein  (( ') 

50 

65 

7.44 

17.98 

45 

146.73 

66  Vi 

11.2 

199 

15 

Western  Areas 

20 

213 

0.87 

1.43 

43 

1 7.30 

7Vi 

\\.t 

320 

20 

Western  1  )eep  Levels  (U) 

50 

92 

5.58 

6.26 

46 

74.55 

34% 

16.1 

302 

8 

Western  1  loldings 

30 

1 10 

9.30 

15.19 

57 

109.42 

62  Vi 

14.  S 

31 1 

16 

Winkelhaak 

15 

101 

3.10 

5.02 

54 

45.01 

24  Vi 

12.7 

*i  Igurei  from  Amerh  a's  Fastest  ( Sron  frig  <  ompantes,  |ohn  S  i  lerold,  Inc.    I  Figures  bom  International  investor's  Viewpoint,  Portland,  Ore.   {Figures  hi 

<  .in,  Sebsg  &  Co.,  1  ondon,  April  1980     "I  he  sum  oi  the  present  value  is  an  estimate  of  future  earnings  in  U.S.  dollars,  at  a  discount  rate  of  10%  per  v| 

tl  Significant  utaiimm     S  State  assisted 


Silver  companies 


i  stlmated 

Market 

Total 

recoverabli 

price  as  %  of 

i  Btimated 

Growth  m 

silvei 

esli  mated 

reserve 

Recent 

Price/ 

earnings 

revenues 

[thousand 

reserve 

value  per 

market 

52-week 

earnings 

(7-year 

Current 

(mil) 

ounces)*  I 

Silver  companies 

value  pel  shate 

share* 1  * ' 

price 

pnee  range 

ratio 

average! 

vield 

$  0.6 

1,134 

Big  (  teek  Apex 

146% 

$  3.42 

5 

7    -  3% 

36. 

144%KI 

2"> 

65.7 

13,533 

( lallahan  Mining 

286 

9.13d 

26*4 

36 lO-Vi 

8 

71 

none 

8.8 

10,568 

C  "oeui  d'Alene  Mines 

119 

13.43" 

16 

27  —11% 

18 

NM 

none 

29.4 

16,716 

1  ">ay  Mines 

91 

26.99 

24  Vi 

44 'A— 11% 

7 

168h 

3.1 

510.0 

7,271 

Gull  Resources  &  Chemical  148 

16.25 

24  Vi 

377/«— HVi 

17 

64 

1.3 

63.7  • 

19,984 

1  leela  Mining 

164 

16.90 

27% 

53  V4—  9'/k 

8 

41.V 

none 

4.3 

2,99 1 

Silvei  1  )ollai  Mining 

146 

8.38 

12% 

19   —  4Vi 

12 

1731' 

14 

1.7 

2,518 

Silver  Syndicate 

1  1  1 

5.41 

6 

8—3 

23 

153M 

none 

0.7 

848 

Sunshine  t  Consolidated 

121 

3.09 

3% 

5'/4—  2 

NM 

NM 

none 

23.6 

90,134 

Sunshine  Mining 

47 

26.50" 

12'/2 

16'/2—  5'/« 

15 

65 

3  2 

.  ....n.vvi  i.y  nruHuiiciK  ivio i i.i);i  im  i ii  /\ssociaies,  inc.,  I'oitlainl  Die  I  lUsi-U  on  shales  outstaiuling  I  >cci 
end  1078  reserves     "Awum  ounce  silver  in  first  year,  increasing  at  I  2.5%  per  year  compounded 

than  seven  years' data.    Msvs  '  \  alculatc.l  on  per-share  basis    NM:  Not  meaningful 


•  197S.  t  Assumes 
lusted  tor  stock  spl 


s>()%  recovery  rate  on 
n  hi  stot  k  dividend 


'V 
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FOR  70%  OF  AMERICA'S 
TOP  CORPORATIONS,  SERVICE 
IS  A  THREE-LETTER  WORD: 


As  America's  leading  supplier 
of  services,  ARA  is  the  overwhelming 
choice  of  ftie  notion's  leading 
corporations. 

From  executive  dining  rooms  in 
Manhattan  to  plant  cafeterias  in  Seattle, 
ARA's  Food  Service  Company  alone 
serves  375  of  the  Fortune  500  industrial 
companies— as  well  as  050  of  Forbes 
500  largest  corporations.  In  all,  ARA 
serves  over  12,000  industrial  and 
commercial  clients. 

But  even  though  ARA  food  service 
has  tackled  such  formidable  tasks  as 
serving  the  Lake  Placid  Olympics  and 


the  Alaska  pipeline,  it's  only  one  facet 
of  ARA's  total  capabilities.  Every  day 
ARA  service  management  experts 
operate  or  maintain  over  17,000 
commercial  and  municipal  vehicles, 
transport  over  550,000  children  to 
school,  supply  over  195,000  rental 
uniforms,  distribute  more  than  1  million 
periodicals,  and  manage  some  260 
nursing  homes. 

In  every  state  of  the  union  and  in 
foreign  countries,  ARA  provides  basic 
personal  services  that  can  not  be  post- 
poned or  stockpiled.  And  does  it  better 
than  anyone  else. 


Food  and  Refreshment  Services 

Distributive  Services 

Health  Core  Services 

Textile  Rental  and  Maintenance  Services 

Transportation  Services 


ARA 

BECAUSE  THE  WORLD 
WILL  NEVER  OUTGROW 
rrS  NEED  FOR  SERVICE. 

For  more  information  write 
ARA  Services,  Inc. 

Independence  Square 
Philadelphia,  PA  19106 


W3 

WW 


We  outgrew  our  name.  Northern  Natural  Gas  C 
pany  has  changed  its  corporate  name  to  InterNortrl 
some  very  good  reasons.  Our  old  name  implied 
were  in  the  natural  gas  business  only.  We  re  not.  \A 
an  energy-based  company  growing  in  many  direcl 
—  in  liquid  fuels,  petrochemicals,  exploration,  coal| 
in  our  solid  base  of  natural  gas.  We're  not  saying  g< 


)  Northern  Natural  Gas  Company.  We'll  keep  the  ^  i 

i  for  our  natural  gas  business. 

r  five  operating  companies  span  a  wide  spectrum 

i  energy  field,  meeting  the  new  demands  of  a 

jing  and  challenging  time.  That's  why  we  chose  a 

lame  that  fits.  And  a  new  ticker  symbol,  INI.  And  a 

stock  table  abbreviation,  IntNrth. 

ITERNORTH 

i  Natural  Gas  Company  •  Northern  Liquid  Fuels  Company 
n  Petrochemical  Company  •  Nortex  Gas  &  Oil  Company 
n  Coal  Company  •  Home  Office:  Omaha,  Nebraska 


When  you  wanta  bank  that 
can  put  together  money 
for  major  projects 


OUR  SOLUTION: 


In  major  capital 
investment  every 
project  is  unique, 
every  loan  tailor-made. 

So,  project  financing  at  Bank 
of  Montreal  involves  tailoring 
our  services  to  meet  your  special 
needs.  Finding  solutions  attrac- 
tive to  both  lenders  and  sponsors. 

That's  why  our  Project  Financ- 
ing Group  is  organized  into  teams 
with  direct  access  to  major 
decision-making  authority. 

When  you  call  us,  you 
call  direct. 

MAJOR  INVESTMENTS 
WORLDWIDE 

Some  examples:  Last  year  Bank  of 
Montreal,  together  with  Bank  of 
America  and  Manufacturers 
Hanover  Ltd.,  helped  put  together 
the  $660  million  (U.Sj  needed 
to  back  development  of  the 
third  largest  copper  mine  in  the 
world,  Mexico's  La  Caridad. 


1  The  loan  was  the  largest  ever 
granted  a  Mexican  private  sector 
company. 

•  Our  Mining  Services  Depart- 
ment supplied  the  necessary 
technical  expertise. 

•  This  one  project  will  double 
the  copper  mining  capacity 
of  Mexico. 

Besides  La  Caridad,  Bank  of 
Montreal  last  year  helped  arrange 
financing  for  such  major  private 
sector  projects  as  a  Spanish  utility 


and  a  steelworks  and  chemical 
company  in  Denmark. 

Now,  when  you  want  a  bank 
that  can  fit  the  solution  to  the 
problem  (not  vice  versa),  you 
nave  our  credentials. 

THE  FIRST 
CANADIAN  BANK 


Bank  of  Montreal  was,  indeed,  the 
first  bank  established  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S. 
and  England,  in  1818. 

But  to  us,  "first"  is  more  than 
a  date.  It's  an  attitude. 


An  early 
branch  bank 
in  Mexico. 


We  intend  to  live  up  to  the  "first" 
in  The  First  Canadian  Bank, 
worldwide. 


A 


)o  is  happy  with  their  stock  price  today? 
body.  But  American  Standard's  Bill  Mar- 
ard  has  a  sadder  tale  to  tell  than  most. 


\  matter  of  labels 


By  Steven  Flax 


[ost  executives  wince  it  you  re- 
fer to  their  company  as  a  con- 
glomerate. "Conglomerate" 
days  means  3  or  4  times  earnings 
i  reputation  for  dealing  rather  than 
iging.  However,  William  A.  Mar- 
1  won't  wince  if  you  call  his  Ameri- 
■  tandard  Inc.  a  conglomerate.  In  fact, 
ither  wishes  you  would,  especially 
that  so  many  building  products 


companies'  stocks  are  in  the  doghouse. 

He  doesn't  like  people  thinking  of 
American  Standard  as  a  plumbing  prod 
ucts  company.  He  is  quick  to  point  out 
that  his  $2.4  billion  (sales)  outfit  gets  less 
than  one-third  ($772  million)  of  its  busi- 
ness from  its  plumbing,  bathroom  fix- 
tures and  other  building  products.  Yet 
after  new  housing  started  crumbling 
with  the  credit  crunch  in  January, 
American  Standard's  share  price  tum- 
bled— over  12  points  in  two  weeks  this 


fcan  Standard  CEO  William  A  Marquard 

■  the  trauma,  a  formidable  international  competitor. 


March.  At  50  recently,  it  has  recovered 
somewhat.  Even  so,  the  soft-spoken 
Marquard  feels  that's  evidence  enough 
that  many  investors  still  think  of  the 
company  as  too  heavily  dependent  on 
new  housing  starts.  How  else  to  explain  a 
5-times-earnings  ratio  on  a  company 
that  in  recent  years  has  regularly  earned 
better  than  20%  on  stockholders'  equity? 

The  biggest  single  segment  of  Ameri- 
can Standard's  sales  volume  last  year 
came  from  transportation  products  such 
as  air  brakes  for  trucks,  freightcars  and 
locomotives,  and  signal  systems  foi  rail 
roads — acquired  with  Westmghouse  Air 
Brake  in  1968.  Those  products  accounted 
for  41%  of  revenues  and  44%  of  operat 
ing  profits;  in  addition  they  are  in  Indus 
tries — mining  and  coal  hauling  tor  in- 
stance—that, whatever  their  short -trim 
problems,  will  finally  become  bonanzas, 
in  Marquard's  view.  In  the  long  run,  he 
says,   emphasizing  each   word,  "(Hal 
must  come." 

Even  right  now,  American  Standard,  a 
classic  example  during  the  1960s  of  a 
misguided  acquisitor,  is  looking  prettv 
good.  Over  the  last  five  years,  earnings 
per  share  have  grown  at  an  annual  rate  of 
30%.  Return  on  equity  has  more  than 
doubled  over  the  period,  to  26%  last  year. 
And  all  of  the  company's  recent  growth 
has  been  financed  with  its  own  money. 
Not  only  that,  but  even  American  Stan- 
dard's bathroom  and  plumbing-product 
revenues  (32%  of  sales)  are  relatively  well 
protected,  l  or  one  thing,  only  about  half 
of  its  sales  of  those  products  were  in  the 
U.S.  For  another,  only  half  of  that—  about 
8%  of  total  revenue — comes  from  new 
housing. 

Marquard,  a  solidly  built,  60-year-old 
graduate  of  the  Wharton  School  ol  Fi- 
nance who  keeps  in  shape  with  year- 
round  tennis,  came  to  American  Stan- 
dard in  1967  when  it  acquired  Mosler 
Safe  Co.,  where  he  was  president.  He 
took  over  the  parent  company  in  1971 
when  it  was  struggling  to  keep  afloat 
under  the  burden  of  the  massive  expan- 
sion program  carried  out  in  the  Sixties. 
Net  margins  were  sometimes  below  1% 
and  the  company  was  barely  making  a 
return  on  its  shareholders'  investment. 
"The  company  had,  in  fact,  spent  itself 
to  death,"  says  Alan  Zakon  of  the  B<  iston 
Consulting  Croup. 

Right  away,  Marquard  began  to  ir 
structure  from  top  to  bottom.  "In  effect, 
wr  deconglomerated,"  he  says,  "and  thru 
reconsolidated  into  tour  worldwide  Inisi 
nrsses"  building  products,  transporta- 
tion equipment,  construction  and  mining 
equipment,  and  security  and  graphic 
products  like  Mosler 's  safes  and  a  »upol 
printing  companies.  Then  each  division 
became  a  financial  "customer"  of  the 
corporate  stall,  charged  lor  its  replace- 
ment cost  depreciation,  use  of  capital  and 
worldwide  LIFO-figurcd  inventories. 
Says  Marquard  with  understatement 
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"There  was  a  fair  amount  of  trauma." 

The  trauma  got  results.  Since  1975,  net 
margins  have  about  doubled  to  a  highly 
respectable  5.4%.  In  return  on  equity, 
American  Standard  now  stands  in  the 
top  five  in  Forbes'  ranking  of  conglomer- 
ates. Last  year  the  company  spent  $106.5 
million  on  capital  improvements  and 
this  year  it  will  spend  around  $140  mil- 
lion— part  of  a  five-year,  $800  million 
program  for  which  every  penny  will  be 
generated  internally;  in  fact,  long-term 
debt  has  fallen  more  than  $150  million 
since  1970,  to  $193.5  million  (compared 
with  iust  under  $550  million  in  share- 
holders' equity).  Marquard  believes  there 
is  some  improvement  left  to  be  made. 
"We  don't  think  we've  reached  our 
maximum  in  margins,"  he  says.  "We're 
probably  pretty  close  to  the  peak  in  re- 
turn on  equity,  but  we  hope  to  keep  it  in 
a  range  between  20%  and  25%." 

The  company's  overseas  building  prod- 
ucts operations  once  were  lax  and  disor- 
ganized. Now  they  are  as  stylish  and 
functional  as  their  products.  In  the  mid- 
Seventies,  all  European  sanitary  ware 
plants  were  put  under  one  centralized 
management  headquartered  in  Brussels. 
This  enabled  the  company  to  standardize 
shapes,  dimensions  and  styles  through- 
out Europe.  Result:  Operating  income  in 
foreign  building  products  rose  33%,  to 
$81  million,  last  year  and  operating  mar- 
gins rose  by  2V2  points,  to  21%. 


To  be  sure,  the  U.S.  housing  market  is 
under  a  big  black  cloud,  but  there  may  be 
a  silver  lining  in  the  still-healthy  renova- 
tion and  remodeling  market,  estimated 
at  $45  billion  this  year.  With  mortgages 
almost  impossible  to  obtain,  more  borne 
owners  now  stay  put,  repair  and  remod- 
el— if  they  can  get  the  money.  As  Boston 
Consulting's  Zakon  sums  it  up:  "Ameri- 
can Standard  is  in  an  elegant  position  in 


"American  Standard  is  in  an 
elegant  position  in  building 
products.  They're  the  largest, 
so  they  can  come  in  with  the 
lowest  price — which  is  all  the 
contractors  are  interested  in. 
At  the  same  time,  they've  got 
the  most  competitive  designs 
at  the  high,  price-insensitive 
end  of  the  market." 


building  products.  They're  the  largest, 
both  in  the  U.S.  and  worldwide,  so  they 
have  economies  of  scale  and  can  come  in 
with  the  lowest  price — which  is  all  the 
contractors  are  interested  in.  At  the 
same  time,  they've  got  the  most  com- 
petitive designs  at  the  high,  price-insen- 
sitive end  of  the  market." 

The  company  also  is  the  market  leader 
in  all  of  its  transportation  equipment 
markets,  where  it  generated  $126  mil- 


f 


lion  in  operating  income  last  yea| 
35%  from  1978,  on  a  23%  increai 
sales,  to  a  little  over  $1  billion.  Mu 
that  came  from  building  brake  sys 
for  the  booming  freightcar  market, 
a  119,000-car  industry  backlog, 
quard  thinks  production  could  nj 
near  capacity  into  1982. 

The  mining  and  construction  div 
is  another  matter.  Hit  by  cost-price 
sure  and  slack  demand  for  its  big 
scrapers,  35-to-70-ton  trucks  and 
sive  70-to-250-ton  off-road  vehicles 
erating  income  fell  30%  last  year,  t< 
million,  on  a  measly  2.3%  increa 
sales.  The  biggest  reason,  of  course, 
the  glacial  pace  of  U.S.  coal  developr 
but  for  the  three  months  ending 
February  orders  for  heavy  mining  ti  gcrj 
were  almost  double  the  dollar  volur 
the  previous  six  months. 

When  coal  does  finally  get  accept 
a  substitute  for  oil,  American  Star 
seems  ready  to  take  advantage  of 
everything  from  air  brakes  to  h 
trucks — while  remaining  the  king  ( 
bathroom  fixtures  business.  In  theii 
et  way,  Bill  Marquard  and  his  staff 
turned  their  company  into  a  formid 
financially  powerful,  international 
petitor.  It's  not  a  conglomerate  in 
classic  sense,  but  Bill  Marquard  do 
mind  if  you  call  it  one.  Anything,  as 
as  you  don't  call  it  a  bathroom  fix 
company.  ■ 
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18  consecutive  years 
of  dividend  growth. 


Op 


For  18  consecutive  years,  Barnes 
Group  Inc.  has  paid  a  higher 
dividend  in  cash  or  stock  than 
the  years  before.  And  for  the 
past  8  years,  we  have  set  new 
sales  and  earnings  records  each 
year.  Our  published  policy  has 
always  been  to  provide  share- 
holders with  a  good  return,  and 
to  reinvest  for  planned  growth. 
The  record  indicates  that  we  put 
our  policies  into  practice. 


BARNES  A 

GROUP  INC  /VSdA 


The  critical  parts 


Our  two  largest  segments, 
Associated  Spring,  the  world's 
No.  1  springmaker,  and  Bowman 
Distribution  continue  their 
strong  growth;  and  Globe  Distri- 
bution, our  newest  operation, 
has  contributed  its  expected 
share.  Planned  growth  from  with- 
in and  without,  plus  our  unique 
balance  of  manufacturing  and 
distribution,  make  Barnes  Group 
Inc.  a  name  to  remember. 


DIVIDENDS  $  per  share 


.80 


.60 


.■ill 


.40 


.20 


75    76    77    78  79 

For  a  copy  of  our  Corporate  Profile, 
write  to:  Corporate  Communica- 
tions. Department  B-1,  Barnes 
Group  Inc.,  Executive  Office, 
Bristol,  Connecticut  06010. 


Why  shouldn't  boards  of 
directors  expect  something 
more  from  accounting  firms? 


The  whole  idea  of  a  board  member's 
esponsibilities  has  changed  enormous- 
/  in  recent  years. 

Legally,  and  otherwise. 

And  considering  what's  expected  of 
)oard  members  nowadays,  why 
Wouldn't  they  demand  more  from 
iccountants? 

At  Deloitte  Haskins  &  Sells,  we  think 
he  best  way  to  extend  a  helping  hand  in 
he  boardroom  is  to  keep  you  well 
iformed. 

Which  is  why  we  go  to  such  lengths 
d  provide  board  members  [and  the 
ludit  committee,  in  particular)  with  reli- 
ible,  timely  advice. 

For  example,  there's  our  director's 
juide  to  audit  committees,  a  compre- 
lensive  summary  of  recent  develop- 
nents  in  committee  practices  and  the 
egulatory  environment. 


To  say  nothing  of  our  booklets  on  the 
Foreign  Corrupt  Practices  Act.  Our  in- 
formative newsletter  "The  Week  in 
Review."  Status  reports  on  what's  hap- 
pening at  the  FASB. 

And  so  much  else. 

But  publications  aren't  the  only  way 
we  communicate  with  you. 

In  addition,  we  make  specific  reports 
to  individual  audit  committees  on  just 
those  accounting  (or  other)  issues  that 
we  think  are  significant  to  the  committee 
members. 

Or  that  they  do. 

No  matter  how  much  experience 
you've  had  as  a  director,  what  could  be 
more  timely  than 
help  like  this? 

These  days, 
it's  almost  a 
necessity. 


Deloitte 
Haskins  h  Sells 

Beyond  the  bottom  line™ 


)  1980  Deloitte  Haskins  &  Sells.  1114  Avenue  of  the  Americas, 
New  York,  N  Y  10036 


u  ..Deloitte 
Haskins  Sells 


USA 


Audit  Committeei 

A  Director's  Guide 
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Germany,  with  a  highly  developed  economy, 
has  a  much  lower  rate  of  inflation  than  the 
U.S.  It  also  has  very  little  consumer  credit.  Is 
there  a  connection  between  the  two? 

In  God  we  trust, 
all  others  cash 


AN  ERA  MAY  HAVE  ENDED  in  the 
U.S.  Consumer  credit,  inaugurat- 
ed in  the  1920s  to  spread  a  mass 
market  for  Detroit's  burgeoning  auto  in- 
dustry, helped  give  Americans  the 
world's  highest  standard  of  living.  But 
you  can  have  too  much  of  a  good  thing. 
By  last  year,  its  overuse  had  become  a 
major  contributing  cause  of  accelerating 
inflation.  Spurred  on  by  the  Federal  Re- 
serve Board,  at  long  last  the  lenders  are 
cracking  down  on  consumer  credit. 


A  country  that  has  kept  inflation  un- 
der remarkable  control  is  West  Ger- 
many. Perhaps  significantly,  it  has  never 
permitted  consumer  borrowing  to  go  to 
anything  like  American  lengths.  For  ex- 
ample, there  is  no  such  thing  as  a  retail 
credit  card  in  West  Germany.  The  plastic 
society  is  confined  to  travel  and  enter- 
tainment use  and  is  limited  to  a  small 
number  of  persons.  One  German  in  60 
has  a  credit  card,  vs.  1  American  in  2.  The 
pattern  was  decided  jointly  by  the  three 


Deutsche  Bank's  Eckari  rem  Uooven 

Advice  for  American  ■:,  s .-  "Return  to  your  senses  and  curb  degeneration. 


largest  banks — Deutsche  Bank,  Cj 
merzbank  and  Dresdner — which  do 
labor  under  the  same  antimonopoh 
straints  as  do  American  banks.  F 
German  retailers  were  happy  to  go  al 
"In  that  way  they  are  paid  immedis 
and  do  not  have  a  percentage  disco 
ed,"  says  Eckart  van  Hooven,  a  ma 
ing  director  of  Deutsche  Bank,  1 
many's  largest. 

German  stores  take  eurocheque 
checklike  draft  that  takes  money  oi 
your  account  or  kicks  off  an  overdn 
you  don't  have  a  balance.  Nearly  e 
customer  of  a  German  commercial  b 
savings  institution  or  cooperative  1 
carries  a  check  guarantee  card  and 
write  eurocheques  issued  by  bank 
West  Germany  and  in  17  other  c< 
tries.  This  means  that  most  bills  are 
within  a  day,  by  check  or  cash.  In  j 
tice  only  a  small  number  result  in  u: 
overdraft  credit. 

Check-kiting  and  working  off  the  i 
is  virtually  impossible.  Regularly 
bills,  such  as  rent,  insurance  premi 
or  telephone,  are  debited  right  out  oi 
account  when  due.  The  state-owned 
phone  company,  for  example,  supj 
the  bank  with  a  computer  tape  sho\ 
who  and  how  much  is  owed  for  sen 
The  amount  is  debited  immedia 
Could  Citibank  break  this  patten- 
convincing  stores  in  Germany  to  ac 
its  Visa  card  in  order  to  encourage  S£ 
"They  would  not  succeed,"  van  Hoc 
asserts. 

Deutsche  Bank  credit  cards  are 
served  for  customers  who  travel  oi 
international  scale,  van  Hooven  says 
is  a  member  of  the  Master  Charge  gi 
of  banks,  but  its  chief  credit  card  is 
EUROCARD,  purchased  from  the  1 
lenberg  family,  Swedish  bankers  anc 
dustrialists,  in  1975.  Master  Cha: 
logo  is  embossed  on  the  reverse  sid 
the  EUROCARD  plastic  rectangle 
date,  DB  has  issued  125,000  EU 
CARDS,  which,  van  Hooven  says,  i 
most  as  great  as  the  number  Amer 
Express  has  issued  in  Germany. 

Congestion  of  the  consumer  ci 
markets  in  the  U.S.  in  recent  moi 
could  well  be  pushing  this  country  cl 
to  the  German  model  of  restrained 
Banks  charging  consumers  12  cent; 
each  use  of  Visa  or  Master  Charge, 
ing  the  merchant  discount  and  impo 
annual  fees  on  individuals  and  i 
chants  for  use  of  the  credit  facilities 
bound  to  dampen  credit's  popularity. 

Does  van  Hooven  have  any  advic« 
American  bankers?  "Return  to  \ 
senses:  Curb  the  degeneration  of 
sumer  credit  and  put  it  back  in  the  h; 
and  personal  counsel  of  a  banker."  C 
gress  and  the  bankers  willing,  1 
Volcker  would  probably  like  to  take 
advice.  But  how  the  customers  wt 
yell!  It's  far  easier  to  get  hooked  on  a 
habit  than  to  kick  it.  ■ 
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What  J&H  doesn't  know  about  London, 

Willis  Faber  does. 


J&H  serves  more  leading  multinationals  than  any 
other  insurance  broker.  One  of  the  key  reasons  is  our 
unparalleled  record  of  international  cooperation  with 
Willis  Faber  &  Dumas. 

While  other  American  brokers  still  seek  a  stable 
relationship  in  the  vital  London  market,  we  are  entering 
our  88tn  year  of  exclusive  association  with  this  esteemed 
British  broker. 

The  strength  of  Willis  Faber  is  just  one  example 
of  the  resources  J&H  can  call  upon  to  uncomplicate  the 


most  complex  international  risk  management  problems. 

In  addition  to  having  more  of  our  own  people 
overseas  than  any  other  broker,  J&H  can  add  the  global 
strength  of  our  71 -office  network  of  exclusive  broker 
correspondents. 

Now  you  know  why  30  of  the  top  100  companies 
have  J&H  as  their  principal  international  broker.  And 
another  15  have  us  on  the  team.  And  why  J&H  serves 
nearly  30  percent  of  the  rest  of  the  Fortune  500. 

The  way  J&H  works  makes  a  world  of  difference. 


Johnson  Higgios 

The  private  insurance  broker.  \Ne  answer  only  to  you. 

RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Report  from  GTE. 


Our  Yello 

a  £37 


'ages  just  got 

nillion  boost. 


;'re  going  to  sell  Yellow  Pages  advertising 
lephone  directories  in  London  and 
least  England. 

e  largest  single  contract  our  Directory 
•any  has  ever  received,  this  represents 
lly  40  %  of  all  directory  advertising  in 
I  Britain. 

the  end  of  the  six-year  contract,  we  will 
handled  directory  sales  of  over  £375 
million  ($776,000,000)  for  the 
publisher,  the  British  Post  Office. 

So  if  you're  looking  for  a  coster- 
monger  in  Canterbury  or  an  Estate 
Agent  in  Tunbridge  Wells,  our 
ads  will  help  you  find  them. 

Yellow  Pages 
around  the  world. 

We're  no  strangers  to  phone 
directories.  We've  published  them  for 
nearly  fifty  years.  Currently,  we  produce 
re  than  900  different  ones,  for  GTE  and 
telephone  companies  in  North  America, 
y  nothing  of  other  directories  in  Latin 
'ica,  the  Caribbean,  Asia  and  Australia. 

;ims  of  success. 

the  telephone  has  become  a  universal 
rnient,  the  phone  book  has  often  become 
sidy,  a  victim  of  its  own  success, 
help  simplify  things,  we  have  begun  to 
ice  a  variety  of  special  purpose  directories. 


Special  books  for  special  needs. 

We  publish  a  fast-increasing  number  of 
Neighborhood  Phone  Books.  They're  like  the 
regular  directories,  but  cover  only  segments 
of  the  territories  the  big  books  do.  They're 
handy  for  users  and  advertisers  alike,  since 
they  do  away  with  much  unneeded  coverage, 
on  a  neighborhood  basis. 

Another  growing  field  is  our  Commercial 
Industrial  Directory.  These  books  gather 
commercial  listings  from  all  over  a  trading 
region,  into  a  single  business  directory.  In  a 
single  source,  each  book  lists  what  otherwise 
can  take  several  phone  books  to  find.  It's  a 
business-to-business  Yellow  Pages. 

A  lot  more  than  phone  books. 

Over  27,000,000  people  in  the  U.S.  and 
Canada  are  served  by  one  of  the  GTE  telephone 
companies.  Other  millions  know  us  for  lighting 
products,  precision  materials  and  electronic 
products  and  systems. 

GTE  is  telecommunications.  And  a  great 
deal  more. 


SB 

One  Stamford  Forum,  Stamford,  Connecticut  06904. 


if 


MP*  53 


Every  day,  we  help  America  save  more 
energy  than  it  takes  to  light  NewYork. 


More  than  enough  for  every 
bulb,  neon  sign,  streetlamp  and 
fluorescent  light  New  York 
City  burns  every  day. 

And  that  doesn't  include 
all  the  energy  Combustion 
Engineering  helps  save. 

Only  the  fuel  saved  by  the 
Ljungstrom  '  heat  exchanger,.  ■ 
just  me  of  the  energy-recovery 
products  from  C-K  Air 
Preheater. 

Installed  on  a  steam 
generator  or  process  furnace, " 
the  Ljungstrom  captures  heat 
'energy,  that  would  be  lost 
through  the  smokestack  and 
sends  it  back  to  work. 

With  the  Ljungstrom,  a 
utility,  refinery  or  .'process  plant 


uses  up  to  25%  less  fuel.  In  fact, 
over  the  past  five  years,,  the 
energy  saved  by  Ljungstrom 
units  around  the  world  equals 
150  million  tons  of  coal,  190 
million  barrels  of  oil  and  1.4 
trillion  cubic  feet  of  natural  gas. 

We  do  more  than  save  fuel. 

Por  more  than  65  years,  C-E 
has  been  supplying  systems, 
equipment,  technology  and 
research  to  help  produce  the 
world's  energy,  conserve  it, 
squeeze  more  uses  from  it,  and 
clean  up  after  it. 

C-K  Power  Systems,  for 
example,  designed  the  steam 
generators  that  produce  40% 
of  the  thermal  electric  power  in 
those  areas  of  the  world  where 
statistics  are  available. 


C-F.  Natco  helps  process 
about  25%  of  all  the  oil  and  ga 
the  world  uses  every  day. 

C-E  Lummus  has  created! 
a  clean  liquid  fuel  by  removing 
the  ash  and  sulfur  from  coal. 

For  more  information  abd 
C-E,  write  Combustion  Engi- 
neering, Inc.,  Dept.  7004-120, 
900  Long  Ridge  Road,  Stamfor 
Connecticut,  USA  06902. 


EBCOMBUSTIO 
E  ENGINEERIN 

The  Energy  Systems  Com 


ergy  from  manure?  Power  from  water  hya- 
ths?  Electricity  from  worn-out  dashboards? 
*  out,  but  they  scoffed  at  Edison,  too. 

Don't  curse 
the  darkness, 
light  a  candle 


By  Linda  Gasparello 


I  Bartow,  Fla.,  cowboy  Don  Bry- 
nt  looks  after  3,000  cattle  who  are 
roducing  70  million  BTUs  of  meth- 
;as  per  day — thus  replacing  about 
;allons  of  fuel  oil  at  the  Kaplan  In- 
ies,  Inc.  meat  packing  plant  where 
are  being  fattened  for  slaughter, 
s  23,000  BTUs  per  cow,  or  the 
alent  of  l/250th  of  a  barrel  of  oil.  In 
it.  Louis,  Miss.,  by  the  end  of  this 
h,  Bill  Wolvcrton  will  be  harvesting 
:  143,000  BTUs  per  day  from  what 


he  calls  his  "energy  farm"  by  growing 
lavender  water  hyacinths  in  sewage. 

In  Redwood  City,  Calif.,  James  A.  Wel- 
ty's  tiny  Pyro  Sol,  Inc.  burns  up  old  auto- 
mobile seat  covers,  dashboards  and  floor 
mats  and  uses  the  heat  to  produce  13,000 
kilowatts  of  electricity  a  day  from  an 
ancient  World  War  II  Navy  surplus  gener- 
ator. In  Hawaii,  Dr.  John  L.  Colp,  a  San- 
dia  National  Laboratories  scientist,  is 
punching  holes  in  the  floor  of  Kilauea 
volcano  to  help  someone,  someday,  drill 
the  deepest  well  of  them  all  into  the 
biggest  nonnuclear  source  of  energy  on 


earth,  the  molten  rock  under  the  earth's 
crust.  In  southern  Washington,  the  big- 
gest windmill  of  them  all — 300  feet  from 
tip  to  tip — is  rising  like  some  prehistoric 
monster  over  the  Columbia  River. 

They  all  go  under  the  rubric  of  'alter- 
native energy,"  but  some  have  more  in 
common  with  Rube  Goldberg  than  Ex- 
xon. Privately  financed,  sometimes  on  a 
shoestring,  or  funded  by  the  government, 
each  is  a  triumph  of  ingenuity  that 
makes  energy  out  of  something  that  no- 
body gave  much  thought  to  before  im- 
ported oil  got  to  $30  a  barrel  and  gasoline 
to  $1.50  a  gallon. 

Take  energy  from  cows,  for  example. 
Cowboy  Bryant's  3,000  cattle  are  fed  a 
high-quality  diet  of  corn  laced  with  min- 
erals. They  stand  on  a  slotted  concrete 
floor  through  which  their  manure  falls 
into  a  big  concrete  tank.  Each  ton  pro- 
duces 820  cubic  feet  of  methane.  The  gas 
is  piped  to  a  nearby  boiler  and  used  to 
produce  hot  water  and  heating  steam, 
replacing  400  gallons  of  fuel  oil  a  day  and 
saving  the  meat  packing  company 
$65,700  a  year  in  fuel  costs.  In  three 
months,  it  will  also  be  producing  10,000 
kilowatt  hours  of  electricity  daily  for  the 
city  of  Bartow.  The  project,  operated  by 
the  Hamilton  Standard  division  of  Unit- 
ed Technologies  and  funded  by  the  De- 
partment of  Energy,  is  designed  to  pro- 
cess waste  from  10,000  cattle  and  to 
yield  200  million  BTUs  of  energy  a  day, 


if. s/  Louis,  Miss.  Bill  Wolverton's  pet  gator  Watty  frolics  by  the  water  hyacinths  that  are  being  used  to  treat  sewage, 
s  "eat"  impurities  from  1 1  acres  of  sewage,  then  are  turned,  into  energy  and  fertiliser. 
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Wolverton  examines  hyacinth  "biofnass" 
Plants  are  dried  in  a  greenhouse. 

or  the  equivalent  of  35  barrels  of  oil. 

Bill  Wolverton's  Mississippi  energy 
farm  is  a  little  more  complicated.  Spon- 
sored by  NASA,  the  project  pipes  sewage 
into  1 1  acres  of  lagoons,  and  sows  it  with 
water  hyacinths.  Wolverton  harvests 
about  7,000  pounds  of  "biomass"  a 
month  that  will  ferment  into  1,225  cubic 
feet  of  methane.  Wolverton,  a  NASA  sci- 
entist, is  working  on  a  refinement  now 
to  recycle  what's  left  of  the  sewage  into 


fertilizer.  "It's  so  beautifully  simple  and 
closed,"  he  says.  "You  digest  the  plants 
to  produce  methane  and  the  rest  of  it 
goes  back  as  fertilizer  to  help  grow  more 
plants."  The  water-hyacinth  process  is 
also  being  used  to  treat  sewage  in  a  mu- 
nicipal sewage  plant  in  Hercules,  Calif., 
north  of  San  Francisco,  and  at  several 
sites  in  Florida,  including  Disney  World. 
By  next  year  the  city  of  San  Diego  will  be 
running  an  electrical  generator  off  its 
hyacinth  methane. 

Pyro  Sol's  Welty  got  the  idea  for  his 
energy-from-old-cars  plant  in  the  Sixties, 
and  built  his  first  plant  in  1978  with 
information  from  the  Bureau  of  Mines. 
For  six  months  last  year,  it  produced 
1,650  kilowatts  of  electricity  an  hour.  In 
January,  he  shut  it  down  and  is  now 
rebuilding  it  to  be  twice  as  big.  The  plant 
uses  scrap  lumber,  coconut  shells — "any- 
thing with  a  carbon  base" — but  its  major 
feedstock  is  the  20%  of  the  average  auto- 
mobile that  is  nonmetallic.  Welty  gets  it 
free  from  a  nearby  automobile  "shred- 
der" (it  would  cost  the  wrecking  yard  $7 
to  $  1 2  a  ton  to  get  rid  of  it  otherwise)  and 
last  year  his  plant  processed  about  50 
tons  a  day — all  the  wrecking  yard  could 
produce.  Each  ton  produced  525  kilo- 
watt-hours of  electricity,  which  Welty 
sold  to  Pacific  Gas  &.  Electric  Co.  When 
his  expanded  plant  opens  in  October, 
Welty  says,  it  will  supply  electricity  to 
5,100  homes  year-round,  and  the  $3.5 


million  capital  cost  will  be  repaid  o 
cash  flow  in  about  seven  years. 

Perhaps  the  most  intriguing  t 
about  Welty's  operation  and  many  ofl 
is  this:  They  produce  a  synergy,  ins 
of  a  conflict,  between  energy  and) 
environment.  Instead  of  being  an  affi 
to  the  eye  and  a  threat  to  the  puril 
land  and  water,  the  waste  becom 
source  of  energy.  For  example,  the 
Angeles  Bureau  of  Sanitation  now 
duces  about  4  million  cubic  feet  of  dij 
er  gas  (which  is  about  60%  methar 
day  from  sewage,  enough  to  power 
treatment  plant  with  a  little  left  ove 
sale  to  the  city  water  department 
Angeles  also  has  turned  its  vast  exis 
landfill  garbage  dumps  into  natura 
fields  by  drilling  14  wells  to  tap  the  n 
rally  produced  methane  under  the  sun 
and  pumping  it  out  at  about  1  bil 
cubic  feet  a  year.  The  system  will  su 
enough    electricity    to    power  6 
homes.  The  city  is  also  building  a  S 
million  plant  designed  to  make  solid 
out  of  the  sewage  residue  now  left 
after  the  methane  is  extracted.  The 
suit:  By  1985  Los  Angeles  will 
dumping  sewage  sludge  in  the  ocean 

Methane  can  be  produced  by  pract 
ly  any  decomposing  material,  anim 
plant.  One  source  with  potential  is 
weed,  which  now  grows  naturally 
the  shorelines  of  coastal  areas  and  is 
basis  of  a  small  industry  produ 


Pharmaceuticals,  Inc. 


has  merged  with  a  wholly-owned  subsidiary  of 

SmithKline  Corporation 


We  acted  as  financial  advisor  to  Allergan  Pharmaceuticals,  Inc. 
and  assisted  in  the  negotiations. 
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been  making  the 
same  point  for  as  long  as  weVe  been 

making  airplanes. 


1947  Beech  Aircraft  Ad 

We've  been  making  our  point  to  business 
>eople  around  the  world  for  almost  five  decades. 

Over  thirty  years  ago,  we  were  running  ads 
ike  the  ones  above:  "Beechcrafts  Help  Executives 
Break  Through  the  Time  Barrier"  and  "The 
beechcraft  Bonanza  Serves  Business  Around  the 
^lock,  Around  the  Year." 

WE  ARE  STILL  MAKING  THE 
SAME  POINT  TODAY. 

The  point  is  this:  a  Beechcraft  company 
lirplane  is  an  efficient,  effective  and  economical 
vay  to  solve  business  travel  problems,  and  in 
urn,  to  solve  many  time  management  and  com- 
nunications  problems. 

This  was  true  when  Walter  Beech  built  the 
irst  business  airplane.  It  is  even  more  true  today. 

Rising  fuel  costs,  airline  deregulation,  the 
)5  mph  highway  speed  limit  and  diminishing 


Beechcrafts  Help  Executives 
Break  Through  the  Time  Barrier 


1954  Beech  Aircraft  Ad 

service  in  all  modes  of  public  transportation  are 
recent  factors  in  the  history  of  Beechcraft  busi- 
ness airplanes. 

These  factors  don't  change  our  message. 
They  just  make  it  more  important  to  business  and 
governments  around  the  world. 

Over  the  years,  we've  told  this  simple  story 
a  hundred  different  ways,  in  dozens  of  languages. 
And  we've  met  with  our  share  of  success.  Because 
the  basic  truth  has  always  been  the  same. 

SEND  FOR  YOUR  FREE  MANAGEMENT 
GUIDE  TO  BUSINESS  AVIATION  IN  THE  '80'S. 

Write  us  on  your  company  letterhead,  and  we'll  send  you 
everything  you  need  to  decide  whether  your  company  can 
profitably  use  a  Beechcraft.  And  which  Beechcraft  suits  you  best. 
Write  to:  Beech  Aircraft  Corporation,  Dept. 
K13 ,  Wichita,  Kansas  67201,  and  please 
mention  if  you're  a  pilot.  If  you'd  rather  call, 
call  collect  and  ask  for  Dick  Schowalter,  Jr. 
(316)681-7072. 

i?  Member  of  General  Aviation 
Manufacturers  Association 
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There's  hills  in 
that  there  gold. 


If 


For  the  lost 
two  years, 
gold  has  been 
about  as  close 
as  you  can  get 
to  a  sure  thing. 
Even  so,  its  path  to 
$400  an  ounce 
didn't  always 
follow  the  straight 
and  narrow. 
There  were  plenty  of 
peaks  and  valleys  along 
the  way.  And,  unless  you  knew 
exactly  what  you  were  doing,  you 
didn't  necessarily  make  money. 
There  were  many  for  instance,  who 
sold  when  gold  met  its  first  resistance  at 
$300.  And  then  watched  empty 
handed  as  the  prices  soared  over  $400. 

We're  Premex,  the  precious  metals 
specialists.  And  our  clients  weren't  at  all 
surprised  when  gold  hit  $400  an  ounce.  We 
hod  told  them  all  along  that  it  would. 
What  will  gold  do  next?  Is  it  still  a  solid  investment? 
Or  have  silver,  copper  or  platinum  taken  its  place? 
No  one  knows  for  sure,  of  course.  But  with  our 
contacts  in  the  world's  major  money  centers,  and  the 
experience  of  our  experts  here  in  the  States,  few 
know  precious  metals  better  than  we. 
you'd  like  to  share  the  benefits  of  our  expertise,  get  in 
touch  with  a  Premex  account  executive. 


tuucn  wiui  a  rremex  account:  executive. 
Before  precious  metols  make  another  move  without  you. 


Gentlemen:  Please  send  me  a  copy  of  your  informative  precious 
metals  investment  guide. 


NAME 


ADDRESS 


CITY. 


STATE 


HOME  PHONE 


BUSINESS  PHONE. 


ZIP 


THE  NEW 


PREMEX 


BLUE  CHIP 


Call  toll  free  800454-2222  or  in  Calif.  800-532-3776 

7670  Opportunity  Road,  San  Diego,  Calif.  92111,  Dept.  7 
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chemical  additives  for  food  products 
ketchup,  beer  and  ice  cream.  But  nal 
kelp  beds  supply  only  something 
120,000  to  150,000  tons  a  year— i| 
nificant  for  the  production  of  em 
What  if  you  could  grow  millions  of  tc 
year  further  out  on  the  vast  stretch' 
the  ocean  floor?  In  a  project  sponsore 
Chicago's  Gas  Research  Institute,  < 
cral  Electric's  reentry  systems  divisit 
trying  to  do  that  by  sowing  kelp  • 
quarter-acre  test  farm  five  miles  ofj 
coast  of  Laguna  Beach,  Calif.  "A 
nomical  numbers  sometimes  are  thr 
around  for  the  potential  of  kelp,"  say 
engineer  Alan  N.  Tompkins,  "but 
fact  is  that  there's  plenty  of  oi 
space  available.  We  intend  to  find 
what  the  economic  and  technolo 
barriers  are." 

What  is  John  Colp  doing  scraml 
around  Kilauea  volcano  in  Hawaii?  ' 
ing  "superalloys"  that  could  withs 
the  2,000-degree  temperatures  fou 


What's  intriguing  is  that  th 
operations  produce  a  syt 
gy,  not  a  conflict,  between 
ergy  and  the  environment. 


eight  miles  down  into  the  earth,  w 
enough  heat  is  stored  to  meet  all 
energy  needs  for  the  next  800  years  c 
"It's  long  term,  high  risk,  full  of 
knowns  and  at  least  20  years  out," 
Colp.  But  he  and  his  fellow  Sandia  s> 
tists  aren't  the  only  ones  looking  fo 
ergy  sources  deep  underground.  Foi 
last  three  years  scientists  from  the 
emment's  Los  Alamos,  N.M.  labo 
ries  have  drilled  shafts  down  to  r 
about  two  miles  below  the  surface 
are  hot  but  not  molten,  pouring  v 
down  the  shaft  and  using  the  steam 
comes  back  up  to  generate  electricil 

Boeing  Engineering  and  Constnu 
Co.  is  building  the  MOD-2,  the  wc 
biggest  windmill,  on  a  hilltop  bank  c 
Columbia  River  about  150  miles  ea 
Portland,  Ore.  Fourth  in  a  series  of  j 
wind  generators  developed  by  the  Er 
Department  and  NASA,  it  and  two  c 
MOD-2s  will  be  tied  into  the  Bonne 
Power  Administration  network  by  1 
Their  electrical  capacity  will  be  a 
7,500  kilowatts,  the  equivalent  of  1C 
barrels  of  oil,  or  enough  energy  to  snj 
2,000  homes. 

None  of  these  are  miracle  fixe 
what  is  probably  the  chief  ecom 
problem  of  our  generation.  But 
knows?  Some  of  them  may  work — ! 
are  working  now.  While  the  HI 
Naders  and  Teddy  Kennedys  run  ar< 
blaming  the  oil  industry  for  the  er 
mess,  the  U.S.  free  enterprise  sys 
with — let's  admit  it — a  helping 
from  the  government,  is  quietly  tacl 
the  problem.  ■ 
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Employee  Benefits 


TO  INSURE 
OR  NOT 

TO  INSURE 

THAT  IS  THE  QUESTION  OF  THE  80  S. 


SELF-INSURANCE  CAN 
ENERATE  SIGNIFICANT 
EMPLOYEE  BENEFIT 
COST  SAVINGS.  AND 
IMPROVE  EMPLOYEE 
RELATIONS. 

Employee  benefits  are  expensive. 

Today,  on  the  average,  employee 
;nefits  add  up  to  more  than  30%  of 
»tal  payroll  costs.  Doesn't  it  make 
:nse  to  do  everything  possible  to 
Dntrol  those  costs?  Self-insurance  of 
nployee  benefits,  with  adequate 
itastrophe  protection  and  custom  de- 
gned  claim  service,  can  be  the  answer. 

Cash  flow  improves. 

Because  claims  are  paid  over  an  ex- 
uded period  of  time,  rather  than  the 
p-front  payments  of  premiums,  you 
in  put  cash  to  work  for  you  instead 
f  for  an  insurance  company. 

Avery  wide  range  of  services 
is  available. 

The  James  Employee  Benefit  Spe- 
alists  provide  a  wide  variety  of  self- 
isurance  employee  benefit  services 
icluding  consultation  for  all  forms  of 
lans,  by  means  of  James  in-house 
uperts  encompassing  actuarial  and 
ension  plan  technicians. 


Efficiency,  error  reduction  and 
cost  control  are  built  in. 

The  Employee  Benefits  Administra 
tion  Services,  a 
special  feature  of 
the  James  service, 
assigns  a  special 
unit  to  handle  all 
claims  for  each 
particular 
account. 
Completed 
claims  are  J  J 
processed  ( 
within  48 
hours,  in- 
stead of  the\ 
usual  one  to 
three  weeks. 
Administrative 
charges  are 
based  on  a 
head  count 
and  not 

related  to  inflated  claims  cost. 

Two  key  considerations. 

Because  all  accounting  and  statistical 
data  for  the  best  claims  control  are 
extracted  during  claims  processing, 
frequent  reports  covering  trends,  costs, 
utilization  and  adequacy  are  available 
to  you. 

James  broad  experience  makes  us 
experts  at  determining  the  level  at 
which  commercial  coverage  is  neces- 
sary to  protect  you  from  catastrophic 


losses.  And  because  of  our  leadership 
position  in  self-insurance,  we  know 
which  sources  will  provide  the  most 
advantageous  rates  for  you. 

A  James  review 
will  answer  your  questions. 

James  will  review  your  company's 
structure,  benefit  plans, 
and  financial  picture  to 
determine  whether 
not  self-insur- 
ance is 
for  you. 
And  it's 
worth 
noting  that 
James 
administers 
more  self- 
insurance 
programs, 
and  has 

more  specialists  in  self-insurance 
than  any  other  broker. 

For  more  information  about  James 
self-insurance  programs— or  to  arrange 
for  a  feasibility  study  — phone  your 
nearest  James  office,  or  write  to  our 
President,  William  E.  Burch,  230  West 
Monroe  Street,  Chicago,  Illinois  60606. 


FRED.  S.  JAMES  &  CO  ,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Ortices  Around  The  World 


Risk  management  is  essential  to  sound  financial  management. 


GECC  can  lease  you  a  plantful 
of  equipment  for  your  manufacturi 
department,  a  fleet  of  freight  cars 
for  your  shipping  department, 
a  bank  of  computers  for  your 
accounting  department  and  a  new 
typewriter  for  your  secretary* 


When  you  need  help  with  leasing—no 
matter  how  much— just  mention  our  name: 
General  Electric  Credit  Corporation. 

GECC  can,  and  does,  lease  just  about 
anything  that  can  be  leased,  from  corporate 
planes  to  collators,  from  tankers  to 
telecommunications  equipment,  from 
widebodies  to  word  processors. 

Because  we're  a  $7-billion  company  we 
can,  and  do,  handle  just  about  any  kind  of 
lease— operating  or  full  payout,  leveraged, 
large  or  small,  simple  or  complex. 


When  GECC  puts  a  lease  together  for  you, 
you'll  know  it's  put  together  right.  The  GECC 
representative  you  deal  with  (they're  located 
from  coast  to  coast)  is  a  professional  who 
knows  your  business— and  your  leasing 
needs— backward  and  forward.  And  he 
knows  how  to  get  unconventional  when 
conventional  leasing  won't  do. 

If  GECC  can't  lease  it  to  you,  maybe  it 
can't  be  leased.  To  find  out  more  about  our 
leasing  capabilities,  call  David  H.Williams, 
VP.  Marketing,  at  (203)  357-4241 .  Or  write. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 

260  Long  Ridge  Rd  •  Stamford.  CT  06902 


Depend  on  ACL 
to  take  the  cherries  and 
the  cherry-picker. 


One  North  Atlantic  line 
carries  every  kind  of 
export  cargo,  on  every 
ship. 

Containers,  cars, 
RO-RO  cargo.  ACL 
takes  it  all.  And  we 
depart  three  times 
every  week— not  just 
once  a  week.  Why  wait, 
when  your  best  choice 


is  our  next  ship. 

ACL  provides 
containers,  including 
refrigerated  and  spe- 
cialized units,  from 
our  supply  of  20,000 
nationwide.  Non- 
containerizable  cargo, 
on  its  own  wheels  or 
ACL  trailers,  rolls 
directly  through  our 
giant  stern  doors— to 
save  you  costly  dis- 
assembly, boxing, 
packing  and  reas- 
sembling charges. 

Number  1  in 
total  service. 

You  get  the  same 
speed  and  savings 
on  bulk  liquids  and 
precision  machinery. 
On  tractors,  textile 
mills,  mobile  homes, 
and  jet  engines. 


Our  intermodal  spe- 
cialists chart  your 
most  economical 
route  from  any  inland 
city.  Plus,  ACL's  ten 
ships  and  eight  direct 
European  ports  avoid 
the  delay  and  risk 
of  damage  due  to 
transhipping. 


Ask  for  ACL.  Con- 
tact your  foreign 
freight  forwarder,  your 
ACL  representative, 
or  call  (212)  785-2700. 
You  can  also  write: 
Atlantic  Container  Line 
80  Pine  Street, 
NewYork,  N  Y  10005. 


/ 


Specify  ACL  for 
exports. 

The  fact  is,  ACL 
can  save  time  and 
money  every  step 
of  your  export  (or 
import)  operation.  « 
And  if  you  don't  cur-^ 
rently  export,  we  can  ^ 
help  open  a  vast  ^ 
new  market. 


Atlantic 
Container  Line  i 
Number  1 
to  Europe. 


Products  likes  synfuels.  You  would,  too,  if 
saw  the  prospect  of  tripling  your  busi- 
— or  more — with  little  payout  upfront. 


Ed  Donley's 
sweet  deal 


hen  Edward  Donley,  chair- 
man and  CEO  of  Air  Products  & 
Chemicals  Inc.,  found  that  his 
1  people  had  come  up  with  a  via- 
/  synthetic-fuels  process,  he  set 
utting  together  a  nifty  deal  Not 
uld  it  give  his  company  an  entry 
jusiness  that  could  reach  to  the 
llions,  but  it  does  so  at  an  initial 
just  $45  million  plus  the  time  of 
his  executives  and  engineers, 
s  why  one  spring  day  next  year, 


the  quiet  Kentucky  town  of  Newman 
will  have  its  peace  disturbed  by  a  vast 
parade  of  bulldozers,  cranes,  steam  shov- 
els and  other  heavy  construction  equip- 
ment, when  a  small  army  of  men  will 
gather  on  a  plain  near  the  region's  coal- 
fields and  begin  building.  For  three  years 
they  will  be  there,  amid  the  green  hills, 
constructing  over  $1  billion  worth  of 
towers,  tank  farms,  process  vessels, 
banks  of  compressors  and  miles  of  con- 
necting pipe. 


When  they  are  done,  bituminous  coal 
from  the  nearby  mines  will  no  longer  be 
shipped  out  directly,  but  sent  at  the  rate 
of  6,000  tons  a  day  to  the  enormous  new 
structure.  There  the  coal  will  be  pulver- 
ized and  dissolved  in  a  solvent  resem- 
bling creosote.  Hydrogen  gas  will  be 
forced  into  the  solution  under  high  pres- 
sure. Heat  in  the  process  vessel  will  drive 
off  most  of  the  pollutant  sulfur  com- 
pounds that  have  clouded  coal's  future  as 
a  basic  U.S.  energy  source.  The  rest  of 
the  sulfur  and  the  unburnable  ash  con- 
tent will  be  drawn  off.  (The  ash,  gasified 
separately  with  oxygen,  will  become  the 
source  of  most  or  all  the  hydrogen.)  Then 
the  solvent  and  hydrogen  will  be  extract- 
ed to  repeat  the  cycle. 

Left  behind  will  be  a  shiny  black  slab 
and  a  residue  of  burnable  liquids.  The 
slab,  when  broken  into  small,  uniform 
pieces,  will  be  a  near-perfect  boiler  fuel, 
nonpolluting,  and  delivering  45%  more 
heat  energy,  pound  for  pound,  than  the 
coal  from  which  it  was  made. 

The  processing  will  not  stop  there. 
Some  of  the  slab  will  be  cracked  in  refin- 
ing towers,  again  in  the  presence  of  hy- 
drogen, and  transformed  into  synthetic 
crude  oil  particularly  suited  by  its  high 
naphthene  content  to  make  gasoline. 
Some  will  be  converted  into  coke.  The 
boiler  fuel,  coke  and  "syncrude,"  with 


the  energy  equivalent  of  20,000  barrels  of 
oilperday,  will  be  shipped  to  feed  refiner- 
ies and  power  plants  and  steel  and  alumi- 
num mills.  If  this  enormous  complex 
works  as  well  as  expected,  within  an- 
other six  years  the  capacity  of  the  instal- 
lation will  be  increased  5  times  and  the 
output  will  grow  to  100,000  barrels  a  day 
of  crude  oil  equivalents. 

That  is  what  this  branch  of  the  syn- 
fuels  industry  can  become.  And  if  it  all 
works,  similar  complexes  will  be  built 
throughout  the  Appalachians,  in  Wyo- 
ming, Montana,  Texas  and  wherever  else 
coal  is  mined.  There  are  no  ifs  about  the 
complex  near  Newman,  Ky.  It  will  be 
built  by  Air  Products,  which  until  now 
has  been  best  known  as  the  second-larg- 
est supplier  of  industrial  gases. 

Ordinarily,  a  company  of  Air  Products' 
size — assets  $  1 .4  billion,  annual  revenues 
$  1 .2  billion — could  not  hope  to  get  into  a 
new  business,  however  promising, 
where  the  opening  ante  is  $1  billion.  But 
Donley  got  some  partners  into  his  act. 
He  teamed  his  company  in  a  joint  ven- 
ture with  Wheelabrator-Frye,  Inc.,  which 
knows  its  way  around  Washington,  the 
law  courts,  construction  sites  and  the 
fuels  marketplace.  Each  company  con- 
tributes about  5%  of  the  total  cost— $45 
million  in  1979  dollars.  The  Common- 
wealth of  Kentucky  contributes  another 
$30  million.  All  the  rest — $755  million, 
in  1979  dollars,  remember — will  come 
from  the  Department  of  Energy,  which  is 
financing  four  such  demonstration  proj- 
ects around  the  country,  each  using  a 
different  process. 

If  the  plant  works  out  as  Donley  ex- 
pects, it  will  transform  Air  Products  into 
a  major  factor  in  the  energy  business. 
Given  a  360-day  year  and  $30  a  barrel, 
the  Newman,  Ky.  plant  would  ultimately 
produce  annual  revenues  of  just  over  $1 
billion  in  current  dollars.  Air  Products 
figures  the  probable  cost  at  about  $19  a 
barrel  for  boiler  fuel  and  $24  to  $28  for 
syncrude.  Once  the  process  is  demon- 
strated at  the  pilot  20,000-barrel  level, 
the  joint  venture  will  have  the  option  of 
buying  out  the  feds  and  expanding  the 
plant  to  full  size  themselves.  By  then,  the 
risks  of  proving  out  the  profitability  will 
have  been  borne  by  the  government. 
Moreover,  the  operation  will  probably 
benefit  from  some  other  form  of  govern- 
ment support — loan  guarantees,  rate  of 
return  guarantees  or  both — depending 
upon  which  of  several  synfuels  bills 
passes  Congress. 

And  if  the  gamble  doesn't  prove  out  for 
one  or  another  reason — such  as  if  Gulf 
Oil's  or  Exxon's  or  somebody  else's  pro- 
cess proves  superior — says  Donley,  smil- 
ing, "then  we  could  use  the  plant  to 
produce  only  boiler  fuel  and  coke.  We 
could  sell  the  coke,  actually,  for  an  even 
better  price  than  we  can  get  now  for  the 
synfuels."  Steel-making  coke  is  costly 
and  in  short  supply  because  of  the  hor- 


rendous pollution  problems  of  conven- 
tional coke  ovens.  And  aluminum-mak- 
ing anode  coke  supplies,  by-products  of 
gasoline  refining,  seem  sure  to  grow 
more  slowly  than  the  needs  of  the  alumi- 
num industry.  So  Donley  will  have  mar- 
kets. Meanwhile,  Southern  Co.,  which 
gets  85%  of  its  electricity  from  coal  now, 
is  waiting  in  the  wings,  watching  the 
project  and  eager  to  buy  lots  of  nice, 
clean  boiler  fuel. 

Of  course,  Donley  doesn't  want  it  to 
work  out  that  way.  But  even  if  it  does 
and  he  ends  up  with  an  also-ran  process, 
Air  Products  is  going  to  be  a  big  winner 
from  the  synfuels  business.  Because 
whatever  process  or  processes  win,  they 
are  going  to  be  using  lots  and  lots  of 
oxygen,  one  of  Air  Product's  mainstays. 

Donley  picks  up  a  sheet  of  paper  from 
his  desk  and  slowly  counts  the  items  on 
it.  He  looks  up:  "As  of  this  morning,  we 
have  14  inquiries  from  other  companies' 
potential  synfuels  projects,  totaling  some 
68,000  tons  per  day  of  oxygen  capacity. 


If  Gulf  Oil's  or  Exxon's  process 
proves  to  be  superior,  "we 
could  produce  only  boiler 
fuel  and  coke.  We  can  get  a 
better  price  for  coke  than  for 
synfuels." 


Our  total  existing  capacity  is  only  27,000 
tons."  Indeed,  the  entire  country's  exist- 
ing oxygen  capacity  is  only  about  60,000 
tons  per  day,  and  all  the  coal  conversion 
technologies  in  view  now  use  vast  quan- 
tities of  oxygen  or  hydrogen  or  both. 

"If  President  Carter's  proposal  should 
come  to  pass  for  2  million  barrels  per  day 
of  synthetic  oil  or  equivalents  by  1990— 
there  is  almost  no  chance  now  that  the 
country  could  develop  so  much  so  soon, 
of  course.  But  when  we  eventually  do, 
the  U.S  will  have  to  triple  its  oxygen 
capacity  by  whatever  process  it  em- 
ploys." And  he  smiles,  mentally  playing 
with  all  the  potential,  new,  noncyclical 
compound  growth  rates  that  could  mean. 

Donley,  58,  who  joined  the  Allentown, 
Pa. -based  company  in  1943,  is  obviously 
a  very  careful  man.  But  then,  so  is  his 
company.  Air  Products,  from  the  first, 
has  made  most  of  its  money  cryogenical- 
ly  separating  air,  and  selling  off  the  com- 
ponent oxygen,  nitrogen  and  argon.  A  lot 
of  the  rest  of  its  profit  is  from  producing 
hydrogen  (from  natural  gas)  and  selling 
cryogenic  equipment  and  services.  A 
moderate-size  chemicals  business,  about 
a  third  of  revenues  but  just  a  sixth  of 
operating  income,  lends  some  diversity. 

A  simple  enough  business,  but  making 
a  stable,  growing  and  above  all  noncycli- 
cal enterprise  out  of  selling  air  took  some 
thought.  The  big  customer  has  always 
been  the  cyclical  and  mature  steel  indus- 
try, whose  basic  oxygen  furnaces  (BOF, 


now  used  in  about  55%  of  steel  pre 
tion)  take  oxygen  by  the  thousan 
tons  per  day.  The  increasing  share  d 
BOF  process  in  the  steel  industry  a 
Air  Products  in  the  BOF  segment  ca 
the  company  a  long  way,  but  that  m 
has  long  since  been  saturated. 

The  key  to  Air  Products'  none} 
profits,  from  the  beginning,  was  < 
things  on  a  take-or-pay  contract 
pose  a  steel  mill  normally  uses  I,00C 
of  oxygen  per  day,"  explains  D( 
"We'd  offer  to  build  a  captive  plant 
to  it  and  supply  it  if  the  steel  con 
will  guarantee  to  pay  for  at  least  80C 
per  day.  We  give  them  a  very  low 
of  course,  but  enough  to  guaran 
small  profit  at  800 — and  there  is  an 
tion  adjustment."  Donley  pauses.  ' 
we  take  the  contract  to  the  bank  ai 
very  favorable  financing,  becaust 
loan  is  effectively  guaranteed  not  or 
us,  but  also  by  the  resources  of  a  l 
steel  company."  He  pauses  again 
smiles.  "Then  we  build  the  plant  t« 
duce  1,200  tons  per  day.  Since  the 
company  covers  most  of  the  ove 
with  the  first  800  tons,  we  can  pr< 
the  rest  at  a  very  low  incrementa 
and  sell  it,  mostly  to  metalwn 
firms,  in  the  merchant  gas  mj 
which  is  a  very  lucrative  business.' 

That's  oxygen.  Nitrogen,  which 
times  more  abundant,  goes  largely  j 
frozen-foods  industry:  "Most  of  M 
aid's  hamburgers  are  frozen  with  o 
uid  nitrogen,"  notes  Donley, 
argon,  a  tiny  atmospheric  fracti 
used  in  metallurgical  processes  th 
be  performed  only  in  an  inert,  o 
free  atmosphere.) 

The  results  have  been  heartwar 
Air  Products  has  grown  at  an  a\ 
compound  rate  of  well  over  20%  ar 
ly  for  20  years.  The  company 
$97.5  million  last  year,  on  reveni 
$1.2  billion,  and  earned  20%  on  eq 

But  steel  is  nobody's  idea  of  a  g 
market;  metalworking  grows 
than  Air  Products  and  is  cyclical;  ar 
year  the  fast-food  business  also  had 
year.  Meanwhile  two  large  and 
mined  competitors — British  Ox 
Airco  Inc.  and  the  U.S.  arm  of  Fr; 
L'Air  Liquide — are  engaged  in  pric 
ting  to  build  market  share  again 
Products  and  the  somewhat  larger 
division  of  Union  Carbide.  So  Bob  1 
man,  an  analyst  at  Merrill  Lynch 
mates  that  Air  Products  will  earr 
share  in  fiscal  1980,  ending  in  Septe 
That  is  up  from  $3.45  last  year,  bul 
of  that  gain  would  come  from  a  non 
ring  writedown  in  1979  (12  cents  as 
a  1980  capital  gain  (13  cents)  a 
accounting  change  (20  cents). 

Obviously  the  time  is  right  to  1< 
new  ventures.  Synfuels  might  be  ju 
ticket;  if  their  potential  is  ever  re« 
20%-a-year  growth  might  be  pretty 
potatoes  for  Air  Products.  ■ 


FORBES,  MAY 


.then  the  good  news.  General  Re^^ 

America's  Largest  Reinsurer 

General  Reinsurance  Corporation  and  its  subsidiaries  reinsure 
property,  casualty  and  life  insurance  in  the  United  States  and  27  foreign  countries. 


General  Reinsurance  Corporation,  600  Steamboat  Road,  Greenwich,  Connecticut  06830 


International  Paper  presents 
the  10-minute  cabinet 


asked  Frank  Lo  Dolce  and 
:n  classmates  in  the  seventh 
•ade  shop  at  the  Summit,  N.J., 
jnior  High  School  to  see  how 
.st  they  could  put  together  a 
•tally  new  kind  of  wood  cabinet. 

And  with  no  tools! 

We  gave  them  quick  instruc- 
ons.  They  went  to  work.  Frank 
nished  in  5  minutes  and  5 
;conds.  The  class  average  was 
3  minutes.  And  one  student 
lanaged  the  job  in  2  and  a  half 
linutes!  (We've  clocked  profes- 
onal  installers  at  90  seconds.) 

Why  it's  a  snap 

How  can  a  wood  cabinet  that's 
)  solid  and  handsome  go  together 
)  fast?  With  no  tools?  Instead  of 
ue  and  nails,  exclusive  durable 
clips  snap  cabinet  parts  together 
quickly  and  securely. 

There's  no  other  cabinet 
ike  it.  It's  called  "Create-a- 
Cabinet:M"And  it  gives  Inter- 
national Paper  custom- 
ers a  strong  edge 
^  over  other  cabinet 
distributors 
and  dealers 
in  the  battle 
to  attract  do-it- 
yourselfers,  build- 


Look,  ma,  no  tools!  And  no  glue  and 
nails!  IP's  sturdy  10-minute  cabinet  snaps 
together.  And  holds  together.  It  must  pass 
an  800-lb.  downward  pressure  test. 

ers  and  remodelers. 

IP's  10-minute  cabinet  offers: 

1.  Fast  assembly.  A  glue-and- 
nails  cabinet  with  the  same 
dimensions  as  the  one  Frank 
put  together  would  take  a 
handyman  at  least  30  minutes, 
carpenters  figure.  IP's  cabinet 
assembles  faster— with  no  tools. 

2.  Super  strength.  Thirty-five 
torture  tests  prove  it,  including 
an  800-lb.  downward  pressure 
test  to  make  sure  the  cabinet 
won't  collapse  under  the  weight 
of  dishes. 

3.  Easier  to  get  home.  A  whole 
kitchenful  of  IP's  10-minute  cab- 
inets fits  easily  in  a  station 
wagon.  The  cabinets  are  easier 
to  get  into  apartments  and  high 
rises,  too.  Preassembled  cabi- 
nets are  hard  to  wrestle  up  long 
flights  of  stairs  and  can  be  dam- 
aged on  the  way.  But  IP's  new 
cabinets  cart  swing  safely 

through  upper-story  windows, 
then  quickly  go  together. 


4.  Take  up  less  room  on  the  job. 

When  a  local  cabinetmaker  deliv- 
ers a  set  of  assembled  cabinets 
to  a  building  site,  heaven  help 
the  carpenter  if  he's  not  ready  to 
install  them.  Cabinets  can  take 
up  a  lot  of  room  out  on  the  floor. 
And  they  stand  a  chance  of  get- 
ting dented.  IP's  10-minute  cabi- 
nets take  up  only  a  corner  of  a 
room  till  they're  ready  to  go  up. 

5.  Broader  inventory.  One  box 
fits  all  fronts.  IP  packs  them 
separately,  so  distributors  and 
dealers  can  stock  more  "fronts" 
than  "boxes"  for  a  bigger  imme- 
diate choice  of  cabinet  styles  for 
their  customers.  IP  offers  Jive 
different  designs. 

6.  Lower  shipping  cost.  Because 
IP's  10-minute  cabinets  take  less 
room  than  assembled  cabinets, 
they  cost  less  to  ship— up  to 
three-quarters  less. 

The  10-minute  cabinet  from 
International  Paper.  It's  an 
example  of  how  we  help  all  our 
customers  — from  builders  and 
dealers  to  package  goods  pro- 
ducers to  printers  and  more. 

Think  of  us  as  the  problem- 
solvers.  May  we  help  solve  yours? 

Write  to  us  at  the  address  below 
or  call  toll-free:(800)223-1268. 
In  N.Y.  State:  (212)  599-3194. 
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ik  Lo  Dolce  put  this  IP  wood  cabinet  together 

utes  and  5  seconds.  If  it's  that  easy  for  him,  think  how  much  easier 
s  life  for  do-it-yourselfers,  builders  and  remodelers. 


©1980  INTERNATIONAL  PAPER  COMPANY 


Should  the  She  police  corporate  morals/  No, 
says  Roberta  Karmel,  the  outspoken  lauyer 
who  was  the  Securities  &  Exchange  Commis- 
sion s  first  woman  commissioner. 


Police  brutality? 


As  I  See  It 


Roberta  Karmel  isn't  the  sort  of 
person  who  tits  in  wi  ll  in  a  gov- 
ernment bureaucracy.  In  her  al- 
most three  years  as  a  commissioner  of 
the  SEC,  the  43-year-old  New  York  law- 
yer spoke  out  frequently  against  what 

critics  see  as  the  agency's  empire-build 
inn  tendencies.  Three  months  ago  she 

cjiut  the  commission  and  went  hack  to 
private  law  practice  in  New  York.  With 
lis  chief  gadfly  anil  only  woman  commis- 
sioner gone,  the  Slit '  bureaucracy  is  up  to 
its  old  tricks.  It  will  consider  a  proposal 
requiring  Corporations  to  make  more  de- 
tailed disclosures  on  political  contribu- 
tions, FORBES  asked  Karmel  what  she  felt 
about  the  commission's  growing  tenden- 
cy to  go  beyond  its  original  mission, 
which  was  to  protect  investors  and  keep 
capital  markets  healthy. 
FORBES:  You  have  s.nd  that  during  recent 
years  the  standard  for  what  companies 
must  dis<  lose  thai  is,  whether  the  facts 
are  "material" — has  become  increasingly 
subjective  and  qualitative.  Why' 

Karmel:  I  think  it  has  happened  tor  a 

number  oi  reasons.  First,  the  SEC  !'s  tradi 
tional  policy  oi  limiting  disclosure  to  ob- 

jective  and  verifiable  data  has  been  criti 
cized  for  not  eliciting  the  tacts  which 
influence  investors  in  making  decisions 
in  the  real  world.  The  commission  has 

responded  to  this  criticism  by  not  only 

permitting  but  also  encouraging  issneis 
to  disclose  sott,  forward-looking  infor- 
mation, such  as  projections. 
Founts:  should  the  si  t  require  compa- 
nies to  make  projections? 
Karmel:  No.  I  think  that  required  dist  lo 

sure  would  lead  to  problems  beiausc  pro 
lections  and  other  kinds  of  soft-informa- 
tion disclosures  are  extremely  chancy.  In 
this  inflationary  age  a  lot  of  hard  finan- 
cial disclosure  is  getting  soft.  It  doesn't 
seem  fail  to  put  loiporations  at  their 
peril,  in  terms  of  their  potential  liability 
under  the  securities  laws  or  simply  em- 
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barrassment  in  the  eyes  ol  the  financial 

community,  for  making  good-faith  pre- 
dictions winch  prove  false. 

A  second  (actor  [making  materiality 
SUbjeCtiye]  is  the  pleading  of  various  issu- 
ers lor  special  treatment  For  example, 
small  business  would  like  to  have  a  dif- 
ferent disclosure  standard    li  is  hard  to 


Former  v  v  Commissioner  Roberta  Karmel 

Still  opposing  regulatory  overkill. 


conclude  that  investors  in  small  busi- 
nesses need  less  protection  or  less  infor- 
mation than  investors  in  big  business. 
Further,    il    government    regulation  ol 

small  business  defeats  the  objective  of 
facilitating  capital  formation,  so  does 
that  same  regulation  of  big  business. 

A  third  force  causing  the  SIC  to  go 
beyond  strictly  economic  materiality  in 
its  disclosure  rules  is  a  post- Watergate 
obsession  with  corporate  morality.  In 
m. ins  i  ases  involving  questionable  or  il- 
legal foreign  or  domestic  payments,  the 
Slit   insisted  upon  disclosure,  regardless 


of  the  economic  materiality  of  eithe 
payments  or  the  business  thus  obta 
The  commission  argued  that  unla 
conduct  of  any  kind  is  material  per 
premise  which  I  must  confess  I  d 
share,  because'  it  reflects  on  the  inte 
of  management.  That  standard  is 
Subjective.  What  a  government  off 
believes  is  appropriate  conduct  ma\J 
be  the  same  as  what  a  corporate  of 
believes  is  appropriate  conduct. 

It's  important  for  the  govcrnmcT 
be  concerned  about  proper  corporau 
havior  but  I'm  not  sure  that  this  cai 
done  in  the  name  of  the  public  invel 
The  SEC's  charter  is  investor  protce 
and  a  regulatory  framework  to  achid 
fair  and  orderly  public  securities  ma) 
That  is  the  heart  of  the  commissi 
mandate  The  commission  does  not 
a  mandate  to  require  corporations  u 
have  correctly  as  it  sees  it. 

I  think  that  when  you  have  any  sy4 
ol  regulation  where  the  standards  ap| 
are  not  objective  and  definite,  too  in 
discretion  and  latitude  is  given  toi 
enforcement  officials.  This  is  a  very 
healthy  system  of  regulation  and  lav 
forcement,  It's  important  for  law  enfi 
ment  officials  to  have  flexibility.  Bl 
they  have  too  much  flexibility  I  t 
that  is  really  threatening  111  a  syster 
is  supposed  to  be  a  government  of  la 
example,  I  don't  believe  that  law  er 
ment  officials  should  have  the  pow 
prosecute  for  conduct  which  is  not  ui 
stood  to  be  unlawful  prior  to  the  time- 
the  prosecution  is  brought. 
Fohbi.s:  You've  said  that  to  permit 
SEC  to  define  what  is  material  by  u 
its  notions  of  management  integritjj 
give  the  government  license  to  prosQi 
anyone  of  whom  it  disapproves.  Is  tj 
real  and  present  danger? 
Karmel:  My  own  feeling,  as  som 
who  has  so  recently  left  public  servij 
that  it's  a  danger  not  only  to  the  rea 
ed  but  to  the  commission  itself.  Ew 
that  discretion  is  not  abused,  it  give) 
to  .1  perception  of  unfairness  on  the 
ol  the  people  regulated  by  the  <  on 
Sion.  My  speaking  out  against  it  wa- 
ol  the  feeling  that  it  is  bad  for  the  pi 
and  bad  for  the  government 
Forbes:  I  low  genuine  is  the  risk  1 1!  1 
disclosure-1 

Karmel:  The  important  risk,  .1  risk 
is  inherent  111  .1  lot  ol  government 
tion  today,  is  cost  Too  much  time 
energy  on  the  part  of  corporate  mam 
is  being  devoted  to  compliance  with! 
ulatOty  requirements. 

Another  risk  of  overdisclosure  hi 
do  with  the  ability  of  U.S.  corpora) 
to  compete  in  worldwide  market 
American  corporations  an  require 
make  disclosures  that  foreign  coma 
are  not  required  to  make,  and  it  this 
of  disclosure  puts  them  at  a  compel 
disadvantage,  then  the  economy 
whole  is  injured.— s/mv/  Flax 

FORBES,  MAY  if 


HELPING 
INNISBROOK 
SAVE  ENERGY 
HELPS  CENTEL 
GROW 

Since  adding  its  good  name  to(  lentel's 
evei  growing  Liel  oi  ac  quisil  ions, 
Peninsula  ( )ommuni<  ations  has  more 
than  lived  up  to  ( >in  expe<  l  ;ii  ions. 

A  good  example  oi  Peninsula's 
ingenuity  is  the  energy  saving, 
telephone  system  the  company  <  reated 
for  Innisbrook,  Florida's  premiei 
sporl  resort.  Now  from  one  central 
1 1  immunical  u  >ns  nerve  <  enter,  I  he 
resort's  managemeni  <■  an  regulate 
heal  mi-:,  air  condil  ioning  and  watei 
heaters  throughout  the  em  ire  <  i  implex. 

We're  pr< »udof  < >ui  successful 
expansion  in  Floi  ida.  But  it'sjust  one 
small chaptei  in<  lentel's on-going 

growl  1 1  Story. 

We're ;  1 1  si  >  pun  ingour  50  years  oi 
tele<  <  immunical  ions \ | h- i  ien<  e  t<  > 
work  in  a  number  of  othei  promising 
growt  I)  areas,  I  ike  data  <  i  immuni<  ai  ii  ins 
sci  vu  es.  ( lable  and  mastei  antenna 
television  operations.  Business  and 
residential  se<  urity systems.  Ami  more. 

Building  on  a  prosperous  teleph<  me 
business*  on(  entrated  in  the  Sunbelt, 
( lentel  hasre<  orded  10%<  ompounded 
yearly  earnings  gr<  iwi  hfor  12  c<  >nse<  utive 
years.  Ami  in<  teased  its  dividend  al 
least  <  >n<  e  every  year. 

A  tradition  oi  growl  h  we  plan  i<> 
c<  ►ntinue. 


CENTRAL  TELEPHONE  S  UTILITIES 


One  mans  waste  is  another  man's  suste- 
nance. Which  is  one  reason  why  it's  so  diffi- 
cult to  reduce  government  spending. 


Not  us,  please 


Let  me  be  blunt.  That  move  may 
be  interpreted  as  your  people  try- 
ing to  save  their  own  butts,  and 
not  the  programs  of  the  agency,"  said 
Hayden  Gregory,  chief  counsel  and  key 
staffer  on  the  House  subcommittee  on 
Crime.  Herb  Jones  listened  and  let  the 
advice  sink  in:  When  fighting  budget 
cuts,  don't  emphasize  the  jobs  in  the 
federal  agency  that  might  be  lost.  It  was 
good  advice,  he  admitted  later. 

Jones  is  a  lobbyist  for  the  National 
Association  of  Counties  (NACO),  which 
represents  county  governments.  Right 
now  he's  trying  to  save  the  budget  of  the 
Law  Enforcement  Assistance  Adminis- 
tration (LEAA),  a  federal  agency  which 
has  funneled  up  to  $600  million  a  year  to 
state  and  local  governments  for  police, 
courts,  prisons  and  other  crime  preven- 
tion programs.  Both  President  Carter 
and  the  congressional  budget  commit- 
tees have  targeted  the  LEAA  for  a  virtual 
wipeout in  198  1 . 

As  balancing  the  budget  becomes  a 
new  priority,  similar  scenes  between 
special  interest  groups  and  congressional 
staffers  are  played  out  everywhere  on 
Capitol  Hill.  Air  Force  generals  are  trying 
to  save  the  CX  transport.  Social  workers 
are  trying  to  keep  eligibilities  for  food 
stamps  from  being  tightened.  Govern- 
ment unions  are  trying  to  keep  cost-of- 
living  raises  from  being  stretched  out. 

When  Jones  hits  the  halls  of  Congress 
he  finds  most  staffers  already  know  the 
pros  and  cons  of  the  LEAA.  His  real  job  is 
trying  to  find  out  the  mood  of  the  legisla- 
tors, and  what  the  staff  people  think  he 
can  do  to  change  it.  He's  trying  to  gauge- 
how  much  money  he  can  save  from  the 
budget  cutters,  and  where  the  soft  spots 
are — who  he  can  get  to  fight  for  LEAA 
money,  and  who  is  on  the  enemies  list  to 
be  targeted  for  heavy  bombardment  by 
letters  and  other  lobbyists.  Part  of  Jones' 
job  is  to  target  governors  and  state  and 
county  legislators  back  home  so  they  can 
turn  the  screws  on  their  local  congres- 
sional delegations. 


Washington  lobbyist  Herb  Jones 


Save  the  jobs  by  saving  the  program. 

Knocking  on  congressional  doors  isn't 
the  only  way  to  lobby.  When  the  Admin- 
istration said  it  wanted  to  eliminate  $1.7 
billion  in  revenue  sharing  to  the  states, 
the  U.S.  Conferences  of  Mayors  prompt- 
ly issued  a  25-page  survey  claiming  that 
cities  all  over  the  country  may  face  fiscal 
crises  similar  to  New  York  City's.  Pro- 
posed cuts  in  social  welfare  programs 
triggered  press  releases  by  the  Congres- 
sional Black  Caucus.  Lane  Kirkland, 
president  of  the  AFL-CIO,  threatens  to 
end  cooperation  with  the  Administra- 
tion on  wage  guidelines  because  of  cuts 
in  social  programs.  But  the  nitty-gritty 
work  of  keeping  that  blade  away  falls  on 
lobbyist  Jones  and  the  swarms  like  him 
in  the  nation's  capital. 

Here  are  some  tips  Jones  picked  up  in 
recent  chats  in  key  offices: 

•  Get  publicity  at  local  levels  on  where 
that  money  goes  in  order  to  build  pro- 
tests on  the  proposed  cuts. 

•  Check  the  legality  of  eliminating 
funding  for  a  program  reauthorized  only 
four  months  ago  for  a  four-year  period. 

•  Hunt  for  a  congressman  to  sneak  in 
an  amendment  on  the  House  floor  to 
restore  some  of  the  funding. 


Jones  says  he  doesn't  make  a  habi 
pestering  people  on  Capitol  Hill 
shuns  the  popular  image  of  the  lobb 
as  influence  peddler  who  treats  to  dri 
and  dinners.  "I  find  I'm  taken  more  ! 
ously  on  a  professional  level  by  visi' 
someone's  office  and  engaging  in 
logue,  rather  than  sitting  across  f 
someone  with  a  drink  in  a  bar,"  he  S3 

It's  common  in  Washington  for  a  "i 
ety  of  interest  groups  to  join  handi 
save  the  same  program.  Efforts  to  i 
the  LEAA,  for  example,  are  also  b« 
made  by  the  International  Associatio 
Chiefs  of  Police,  the  National  Crimi 
Justice  Association,  and  the  Police 
ecutives  Research  Forum.  So  far  [ 
haven't  made  much  headway.  Says  a 
byist  for  the  National  League  of  Cit 
"We  had  to  pick  and  choose  our  fi; 
this  year  and  the  LEAA  was  not  con 
ered  inviolable.  We  need  to  control  in 
tion  and  balance  the  budget  so  we  II 
to  let  certain  programs  go." 

LEAA  makes  a  good  target  for  the  I 
get  cutters.  It  has  received  plenty  of 
publicity.  "It  has  been  proposed  for 
mination  and  reductions  before  for  i 
management  and  an  inability  to  ach 
results  that  could  be  seen,"  says 
House  staffer.  The  agency  has  been 
able  to  live  down  some  of  its  more  d 
ous  projects:  expensive  riot-cor) 
equipment  such  as  tanks  that  now  si 
police  garages  unused,  wristwatches 
take  the  pulse  beat  of  on-duty  cop) 
measure  stress  levels,  even  a  studj 
ways  to  prevent  police  disability  by 
proving  the  design  of  cops'  shoes.  "W 
never  been  able  to  convince  people  vi 
not  wasting  taxpayers'  money,  i 
though  we  can  hold  up  to  severe  scru 
now,"  laments  Gordon  Smith,  the  d 
tor  of  the  Governor's  Crime  Commis 
of  N.C.,  where  50%  of  the  operating 
get  is  supplied  by  LEAA  grants. 

LEAA  cash  is  scattered  about  in  « 
bles  to  police  forces,  prison  staffs,  jufl 
crime  commissions  and  the  like.  Ccj 
quently,  the  beneficiaries  can't  easil 
welded  into  a  powerful,  single-issue: 
by.  "Their  lobbying  effort  is  indirec 
they  have  less  visibility.  They  w 
come  up  here  and  park  on  the  mall 
the  farmers,  or  bring  their  case  dire 
to  the  public,"  says  a  Senate  staffer. 

Perhaps  lobbyist  Jones'  protest-ha 
cap  is  that  crime  has  fallen  on  the  li 
national  priorities.  In  1976,  law  anc 
der  was  the  big  issue.  Now  it's  inflal 
fighting,  national  defense  and  cn 
that  stirs  Congress.  It  all  adds  up  to  a 
future  for  the  LEAA. 

The  odds  are,  however,  that  Jones 
his  friends  will  be  able  to  save  at  1 
some  of  the  LEAA's  funds.  It's  a  fat 
life:  Every  bit  of  government  spent 
no  matter  how  seemingly  wasteful,  b 
fits  somebody  And  under  our  system 
somebody  can  make  himself  felt? 
heard.  ■ 
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becomes  particularly  important  to  demon- 
strate a  sensitivity  to  each  others  problems, 
and  to  seek  imaginative  new  ways  in  which 
Korea  and  the  United  States  might  cooper- 
ate to  mutual  advantage.  For  example,  both 
countries  have  benefited  from  a  relatively 
free  and  open  system  of  international  trade 
and  payments.  For  a  generation,  the  United 
States  has  been  a  principal  supporter  and 
sustainer  of  such  a  system,  which  has  im- 
proved the  material  well-being  of  people 
around  the  world  including  the  United 
States.  The  opportunities  such  a  system  af- 
ford have  been  demonstrated  by  Korea's  re- 
markable progress  with  export-led  growth. 

But  in  times  of  economic  difficulty  and  ris- 
ing unemployment  the  demands  of  import  re- 
striction inevitably  become  more  insistent. 
The  United  States  will  in  the  future,  as  it  has 
the  past,  continue  to  work  to  maintain  an 
open  trading  system.  Even  so,  the  interna- 
tional community  recognizes  that  at  times 
certain  domestic  industries  need  to  be  given 
time  to  adjust  to  rapid  international  changes. 
This  principle  is  embodied  in  the  GATT's  in- 
ternational charter  for  trade  which  recog- 
nizes that  where  sudden  surges  of  imports 
threaten  serious  injury  to  domestic  pro- 
ducers, importing  countries  are  entitled  to 
take  protective  action.  Naturally  it  is  better  if 
understandings  can  be  reached  between  im- 
porting and  exporting  countries  on  how  such 
problems  can  be  handled,  and  this  has  in- 
deed been  the  case  between  Korea  and  the 
U.S.  regarding  such  industries  as  textiles, 
color  television  and  non- rubber  footwear. 

Difficulties  in  particular  industries  should 
not  obscure  the  basic  point  that  both  Korea 
and  the  U.S.  share  a  common  interest  in  an 
open  trading  system.  Refusal  to  provide 
some  accommodation  to  domestic  indus- 
tries endangered  by  import  surges  could 
jeopardize  the  whole  liberal  import  regime 
which  benefits  by  far  the  greatest  volume  of 


The  U.S. -Korean  economic  relationship 
began  about  a  century  ago  at  a  time  of  transi- 
tion when  Korea  was  just  acquiring  Western 
technology  and  developing  ties  with  Western 
nations.  Now  the  entire  world  is  experienc- 
ing another  period  of  transition  as  the  eco- 
nomic realities  within  and  among  nations  are 
changing.  The  process  poses  difficult,  but 
manageable,  challenges  to  both  the  Re- 
public of  Korea  and  the  United  States  over 
the  next  few  years 

The  immediate  problem,  of  course,  is  the 
sharp  increase  in  the  price  of  oil  which  has 
not  only  slowed  growth  and  stimulated  in- 
flation in  countries  such  as  Korea  but  also 
created  or  magnified  balance  of  payments 
difficulties  in  most  non  oil  producing  coun- 
tries. We  must  not,  however,  blame  all  our 
troubles  on  the  escalating  price  of  oil.  Other 
factors  —  particularly  international  political 
and  military  realities  which  require  us  to  de- 
vote a  large  portion  of  our  resources  to  non- 
productive but  essential  military  expendi- 
ture; protectionist  trade  policies,  to  the  ex- 
tent that  they  promote  inefficiencies  in  the 
use  of  resources;  and  purely  domestic  devel- 
opments —  have  contributed  to  economic 
downturns  in  both  Korea  and  the  United 
States 

Both  countries  face  some  similar  eco- 
nomic problems.  In  both  Korea  and  the 
United  States,  inflation  is  a  major  threat.  Ris- 
ing unemployment  is  also  a  matter  of  intense 
social  concern,  and  balance  of  payments  de- 
ficits have  plagued  both  countries  In 
Korea's  case,  a  current  account  deficit  is  en- 
tirely appropriate  given  the  country's  pres- 
ent stage  of  development;  however,  there 
are  limits  to  what  can  be  comfortably  fin- 
anced through  international  borrowing.  In 
addition  to  these  common  problems,  Korea 
simultaneously  faces  special  difficulties  of 
economic  and  political  development. 

I  am  optimistic  about  long-term  pros- 


A  personal  message 
from  Ambassador 
William  H.  G  leys  teen,  Jr. 


pects.  The  underlying  strengths  of  the 
Korean  economy  —  a  superb  (hard  working 
and  educated)  workforce,  an  alert  and  dyn- 
amic entrepreneurial  class,  an  unusually  tal- 
ented corps  of  economic  planners,  and  a 
generally  united  approach  to  economic  de- 
velopment —  have  been  proven  beyond  a 
doubt.  If  these  assets  can  be  combined  with 
a  consensus  among  Koreans  on  the  issues 
of  political  development,  there  is  no  reason 
why  the  Republic  of  Korea  cannot  continue 
its  evolution  as  one  of  the  great  economic 
success  stories  of  the  20th  century. 

In  the  meantime,  while  both  countries  are 
"in  the  trough  of  the  cycle"  so  to  speak,  it 


SPEED,  SKILL, 
ENTHUSIASM, 
FLAIR  —  TRY 
A  TOUCH 
OF  KOREAN 
MAGIC 


Korean 
expertise, 
we  do  it 
better. 
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KTA,  the  Korean  Traders  Association,  is 
your  liaison  for  trade  contacts  in  a 
country  that  now  offers  top-quality 
goods  and  services  of  bewildering 
variety  To  smoothen  your  path  to  this 
US$40  billion-a-year  market,  we  have  a 
special  staff  of  consultants  who  know 
the  score  for  anything  you  can  name. 

Please  write  us.  We  get  you  in  touch 
with  any  one  of  our  2,300  members  (all 
exporters-importers  in  Korea,  that  is)  to 
accommodate  your  particular  require- 
ments We  can  show  you  where  to  go 
for  what 


KOREAN  TRADERS  ASSOCIATION 
WORLD  TRADE  CENTER  KOREA 

C  P.O  Box  1117,  Seoul  Cables  KOTRASO  and 

WORLDTRADE  SEOUL 

Telex  K24265  KOTRASO  Telephone  771-41 

New  York  Branch 

Hahn  Kook  Center  Building.  460  Park  Avenue  Room  555. 

New  York,  N  Y  1(X)22  USA 

Tel    (212)421:8804/6  Tlx    KTANY  425572 

Tokyo  Branch 

5th  Fl  .  Dai  33  Mori  Bldg  .  8-21,  3-chome.  Toranomon. 
Minato-ku.  Tokyo,  lapan 

Tel    438-2759.  438-2761/5  Tlx   kOTR aSO  J27464 
Hong  Kong  Branch 

Korea  Center  Bldg  .  1 1 9-1 20  Connaught  Rd  .  C 
Hong  Kong 

Te!  .  5-432234-6  Tlx   74386  KOCEK  HX 
Diisseldorf  Office. 

Emanuel-Leutze  Strasse  4.  4  Dusseldort  11.  W  Germany 
Tel   (0211)5940067  Tlx   8584754  KTAD 


trade  Cooperation  between  importing  and 
exporting  nations  in  handling  these  par- 
ticular problems  is  obviously  in  the  long-term 
interest  of  each  country  It  is  imperative  to 
maintain  open  lines  of  communication  be- 
tween the  Korean  and  the  US  governments 
and  business  organizations  to  identify  poten- 
tial problem  areas  and.  by  the  same  token, 
new  areas  of  potential  trade  Moreover,  we 
must  do  so  in  sufficient  time  to  permit  adjust- 
ments on  both  sides 

One  area  of  cooperation  which  has  been 
widely  recognized  but  not  as  widely  ex- 
ploited is  the  establishment  of  joint  ventures 
which  take  account  of  the  special  needs  and 
the  special  talents  of  each  partner.  We  have 
not  come  close  to  realizing  our  full  potential 
in  this  area,  but  some  progress  has  been 
made,  both  here  in  Korea  and  abroad,  par- 
ticularly in  Middle  Eastern  markets. 

During  the  next  few  years,  as  in  the  past, 
one  of  the  crucial  roles  to  be  played  by  the 
United  States  in  Korea  is  as  a  supplier  of  cap- 
ital. At  this  time,  direct  equity  investment  by 
U  S  firms  in  Korea  totals  well  over  $300  mil- 
lion, but  this  is  only  the  tip  of  the  iceberg. 
Through  commercial  loans,  government-to- 
goverment  loans,  and  military  sales  financ- 
ing, American  financial  institutions  have  an 
exposure  amounting  to  billions  of  dollars  in 
Korea  The  U  S  Export  -  Import  Bank  has  a 
larger  exposure  in  Korea  than  any  other 
country  in  the  world,  I  can  think  of  no  better 
indication  of  the  confidence  we  have  in 
Korea's  future. 

Increases  of  trade  between  the  U.S.  and 
Korea  may  appear  only  marginally  important 
in  any  one  year,  but  over  a  period  of  time  they 
have  accumulated  to  create  a  large  vested 
interest  between  the  two  countries.  That 
trend  is  continuing  upward  despite  recent 
economic  difficulties  Going  in  both  direc- 
tions, the  value  of  our  bilateral  trade  was 
more  than  $8  billion  in  1979,  and  should  ap- 
proach the  $10  billion  mark  this  year. 

The  key  economic  challenge  facing  both 
governments  as  well  as  concerned  business 
groups  is  to  accommodate  intelligently  and 
energetically  to  the  new  realities  of  the 
1980 's  and  in  doing  so  to  adhere  as  closely  as 
possible  to  the  principles  of  open  trade  and 
competition.  This,  in  the  long  run,  will  be  the 
surest  path  to  economic  strength  and  pros- 
perity on  both  sides 

The  key  political  challenge  facing  busi- 
nessmen as  well  as  others  is  whether  Korea 
can  transform  the  trauma  and  turmoil  of  re- 
cent events  into  opportunity  The  past  de- 
cades of  development  laid  solid  foundations 
for  spectacular  economic  growth.  The  cur- 
rent situation  holds  promise  of  broadening 
these  foundations  for  a  commensurate  de- 
gree of  political  development.  A  stable, 
broadly  based  government  in  the  Republic  of 
Korea  will  deter  any  temptation  to  adven- 
turism on  the  part  of  adversaries  and  will  re- 
assure the  international  community,  without 
whose  support  modern  Korea  cannot 
prosper. 

Thus,  the  challenges  are  clear,  as  are  the 
opportunities  The  active  and  dynamic  parti- 
cipation and  cooperation  of  business  organi- 
zations from  both  countries  are  essential.— 
William  H.  Gleysteen,  Jr. 


Behind  the  Korean  dancer's  effortless 
are  countless  hours  of  practice.  For  her, 
nothing  short  of  perfection  will  do  —  it's 
the  Korean  way.  In  the  banking  and 
financial  sphere,  Korea  Exchange  Barvi 
displays  the  very  same  qualities  and  ambi- 
tions, as  we  emulate  the  dancer  in  oui 
quick  responses  and  determination  tc 
please  our  public. 

We've  already  proved  ourselves  as  c 
vital  component  in  Korea's  impressive 
economic  performance,  and  we  stanc 
ready  to  serve  you  through  our  integratec 
global  network  of  offices. 

Wherever  you  are,  Korea  Exchange 
Bank  is  close  at  hand,  with  information 
and  prompt  tailor-made  services  designee 
for  your  needs.  Our  comprehensive  range 
of  skills  and  services  are  all  you  woulc 
expect  from  a  major  international  bank 
but,  in  addition,  we  supply  that  specia 
touch  of  Korean  magic. 
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Head  Office:  10  Kwanchul  Dong,  Chongro  Ku.  Seou 
Korea  TELEX  NO  K24244.  K24245,  K27237.  K27254 
CP.O.  Box  2924  Seoul  Cable  Address  KOEXBANK  SEOU 
Tel:  720041.  740051  745161.  738761 
Branches    New  York.  Los  Angeles,  Chicago,  London, 
Paris,  Frankfurt,  Amsterdam.  Tokyo,  Osaka.  Hong  Kong. 
Kowloon,  Singapore.  Bahrain. 

Representative  Offices    Houston.  Seattle.  Toronto. 
Mexico  City.  Panama.  Caracas.  Sao  Paulo,  Buenos  Aires. 
Zurich,  Brussels.  Milan,  Vienna.  Stockholm.  Fukuoka. 
Bangkok.  Jakarta.  Teheran.Nairobi,  Sydney 
Subsidiaries:  California  Korea  Bank,  Los  Angeles  •  Kore 
Associated  Finance  Ltd.,  Hong  Kong  •  Korea  Europe 
Associated  Finance  Company  S  A  ,  Brussels  •  Cairo  Far 
East  Bank.  S  A  E 


Only  on  Korean  will  you  experience  warm  natural  hospitality. 


avc  you  ever  been  a  guest  at  a  Korean  banquet  ? 


X'hen  you're  a  guest  in  a  Korean  home,  you  can 
:xpect  the  best  it  has  to  offer.  Every  meal  is  not  only 
ixquisitely  presented  but  deliciously  prepared. 

And  the  same  is  true  on  every  Korean  Air  Lines 
light.  You'll  be  served  by  gentle  hostesses  wearing 
chima-chogori"  —  the  traditional  dress  of  ladies  in 
vaiting  to  early  Korean  kings. 


Korean  offers  you  a  natural  hospitality  no  other  airline 
can  match.  That's  one  more  reason  why  Korean  is  fast 
becoming  Asia's  leading  international  airline. 

Come  fly  Korean.  Come  spend  a  few  pleasant 
hours  as  our  guest. 


^T,  KOREAN  AIR  LINES 

\*2JS     We  treat  you  as  an  honored  guest. 


il  Amsterdam  Anihorage  Bahrain  Bangkok  Colombo  Dhahran  Fukuoka  Hong  Kong  Honolulu  Jeddah  Kumamolo  Kuwait  Los  Angeles  Manila  Nagoya  Nngata  New  York  Osaka  Paris  Seoul  Taipei  Tokyo  Zurich 


Prospects  for  South  Korea 

by  Herman  Kahn 


Although  the  real  Impact  of  the 
assassination  of  South  Korea  President 
Park  Chung  -hee  will  not  be  known  for 
some  time,  it  is  clear  that  his  death 
leaves  a  genuine  power  vacuum  that 
will  be  difficult  to  fill;  there  was  no  clear 
line  of  succession  established  before 
Park  died.  Despite  the  political  uncer- 
tainty that  seems  likely  to  exist  in  South 
Korea  for  at  least  several  months,  there 
is  every  indication  that  the  new  govern- 
ment and  the  people  of  South  Korea  will 
maintain  the  same  general  policies  in 
support  of  economic  growth  that  proved 
so  successful  under  Park.  There  will 
probably  be  a  continuation  of  slower 
growth  this  year.  But  this  seems  likely  to 
be  caused  more  by  the  worldwide 
recession  and  the  impact  of  inflation 
than  by  any  political  instability  following 
Park's  assassination  —  though  the 
uncertainty  about  what  is  happening 
and  a  likely  lack  of  firm  leadership  will 
also  have  some  effect's. 

During  the  18  years  of  President 
Park's  rule,  South  Korea  emerged  as 
perhaps  the  greatest  success  story  in 
the  developing  world.  It  transformed 
itself  from  one  of  the  world's  poorest 
countries  to  a  "middle  income  coun- 
try"* with  one  of  the  highest  growth 
rates  in  the  world.  In  part  because  of  the 
homogeneity  of  Korean  society,  in  part 
because  of  conscious  policies  followed 
by  the  Park  government,  there  has  been 
a  remarkably  egalitarian  distribution  of 


income  in  South  Korea.  All  levels  of 
Korean  society  have  shared  in  the  coun- 
try's growing  affluence.  For  example,  a 
1975  World  Bank  study  found  the 
Korean  income  distribution  curve  to 
compare  favorably  with  other  devel- 
oping nations,  and  even  with  some  of 
the  most  egalitarian  countries  in  the 
West.  Of  course,  all  Koreans  do  not 
share  equally  in  their  country's  success 
— the  top  20  percent  of  Korean  families 
receive  about  45  percent  of  the  income 
But  when  per  capita  income  doubles  in 
the  next  decade  or  so,  it  is  likely  to  dou- 
ble for  all  income  groups. 

Prior  to  World  War  1 1 ,  Korea  was  a  col- 
ony of  Japan.  The  end  of  the  war  had  a 
traumatic  effect  on  Korean  society,  and 
particularly  on  the  economy.  The  popu- 
lation swelled  enormously  as  a  result  of 
the  repatriation  of  Korean  workers  who 
had  been  shipped  throughout  the 
Japanese  empire,  and  subsequently  a 
huge  influx  of  refugees  from  the  Com- 
munist North.  Moreover,  most  of  those 
in  managerial  and  technical  positions 
had  been  Japanese,  and  they  naturally 
returned  to  Japan.  In  addition,  the  divi- 
sion of  the  country  (the  first  in  1200 
years)  was  a  blow  to  national  con- 
fidence and  pride. 

South  Korea  was  just  beginning  to  get 
back  on  its  feet  when  the  North  Koreans 
invaded  in  1950  The  subsequent  war,  in 
which  Seoul  changed  hands  four  times, 
was  a  further  devastating  blow  to  the 


South  Korean  economy  and  social 
structure,  destroying  its  infrastructure 
and  leaving  almost  a  million  South 
Korean  civilians  dead  (out  of  a  total 
population  of  20  million).  Even  after  the 
war  ended  in  1953,  with  the  establish- 
ment of  a  truce  line  roughly  along  the 
prewar  boundary  of  the  38th  Parallel, 
South  Korea's  recovery  was  hampered 
by  a  heavy  defense  burden  needed  to 
meet  the  continuing  threat  from  the 
North.  This  threat  exists  even  today, 
though,  as  we  note  in  greater  detail 
below,  it  also  serves  as  a  challenge. 
South  Korea's  recovery  was  strong 
enough  by  the  standards  of  the  day,  but 
the  corruption  and  lack  of  guidance  that 
plagued  the  government  of  President 
Syngman  Rhee  hampered  South 
Korean  efforts  to  "takeoff."  Only  after  a 
military  coup  in  1961,  in  which  Park 
came  to  power  as  head  of  a  group  of  of- 
ficers dissatisfied  with  the  slow  pace  of 
economic  growth,  did  the  economy  tru- 
ly begin  its  spectacular  growth,  most  ex- 
perts believe  as  a  direct  result  of  the 
changed  policies  of  the  new  govern- 
ment. Many  of  these  new  policies  were 
made  over  the  objections  of  American 
advisers. 

South  Korea's  success  since  then 


*Defined  as  nations  with  current  per 
capita  incomes  of  between  $500  and 
$4,000  (in  1979).  About  two  billion  peo- 
ple now  live  in  these  countries. 


Samsung  provides  fertile  soil 
for  the  development  of 
technologically  advanced  industry. 


Some  maintain  that  the  great  tech- 
nological advances  of  the  20th  century 
have  reduced  the  dimensions  of  space 
and  time.  It's  a  small  world,  they  say. 

At  Samsung,  we  offer  the  best  of 
both  worlds:  technological  capability 
and  room  for  development. 

As  the  oldest  and  one  of  the  largest 
business  groups  in  Korea,  we've  had 
the  time  to  mature.  More  than  40  years 
of  continuous  expansion  have  provided 
us  with  the  knowledge  and  experience 
necessary  to  work  side  by  side  with 
some  of  the  best  names  in  Western  and 
Japanese  industry. 

Our  ventures  have  taken  us  into 
everything  from  dolls  to  industrial 
plants.  Samsung  is  currently  active  in 
the  fields  of  precision  industries , 
electronic  equipment  and  appliances, 
heavy  industry,  constructions, 
petrochemical  products  and  process. 


shipbuilding,  and  many  others. 

Modern  management  methods,  the 
general  economic  climate  of  Korea, 
and  our  superior  technological  know- 
how  for  the  fertile  soil  in  which  new 
ideas  and  new  enterprise  take  root. 

Contact  Samsung  —  The  Grass  Is 
Greener! 

©SAMSUNG 
GROUP 

Riipi«— cited  by  Swiwng  Co.. Ltd: 

C  P  O  Box  1144  Seoul.  Korea 

Telex  STARS  K236S7'K28S6S/K23302 

Cable  Address:  STARS  SEOUL 

NEW  YORK  Tel  (2121  986-6736  Tlx  234656A  NYST  UR 
LOS  ANGELES  lei  (213)  936-8111  Tlx  696141  LASTAR  LSA 
CHICAGO  Tel  (312)  6630140/1  Tlx;  256183  SAMSUNG  CGO 
HOUSTON  Tel  (7131  960-1910  Tlx:  79-0107  SAMSUNG  HOU 
MONTREAL  Tel  (514)  389-5916/7  Tlx  (05)  825654  STARS  MTL 


Largest 

Commercial  Bank 
Still  Growing 


The  economic  miracle  of  Korea  has  become 
the  envy  of  the  world;  but  it  does  not  just 
happen,  it  is  the  result  of  hard  work  and 
honest  cultivation  of  business. 

To  find    what   experience   and  individual 


nu'.uturw 

attention  can  do  for  your  company,  contact 
our  head  office  in  Korea  or  any  one  of  our 
overseas  offices. 

We  deal  with  all  international  and  domestic 
banking  businesses,  including  trust  business. 
We  look  forward  to  serving  you. 


BANK  OF  SEOUL  AND  TRUST  COMPANY 

Head  Office:  10-1.  2  Ka.  Namdaemun-Ro,  Chung  Ku.  Seoul,  Korea  C  P  O  Box  276.  Seoul  Tei  771  60  Cable  Address  SEOUL 
TRUST  Telex  K23311.  K23312,  K23313.  K23314,  K23315 

Overseas  Network 

Los  Angeles  Agency:  70/ Wilshire  Boulevard,  Suite  1950.  Los  Angeles,  Calif  90017USA  Tel  213-680  9487/8  Telex  67  3518 
New  York  Agency:  280  Park  Avenue.  WEST  BLDG  24th/ Floor,  New  York,  N  Y.  10017  USA  Tel.  212-687  6160  Telex 
238288  BOSNY  UR 

Hong  Kong  Branch:  Room  1502  1503,  New  World  Tower  16-18  Queen's  Road,  Central  Hong  Kong  Tel  5-266754/5  Telex 
63514  BOSHK 

Tokyo  Representative  Office:  Denki  Building,  Room  611,  7  1,  Yuraku  cho  1  chome.  Chiyoda  Ku,  Tokyo  Japan  Tel 
03-213  0901/2  Telex  J23985 

London  Representative  Office:  65-66  Queen  Street.  London  EC4R  1EB.  United  Kingdom  Tel  01  248-6651 12  Telex  8951507 
Frankfurt  Representative  Office:  Bleich  Snasse  60-62.  Frankfurt/ Main,  West  Germany  Tel  0611  284771 12  Telex  414134  BSTCD 
Singapore  Representative  Office:  4105,  OCBC  Centre.  Chulia  Street.  Singapore  0104  Tel  93337/8  Telex  R  S26B44 


The  Bank  that 
knows  Korea  best 


Let  Hanil  Bank  provide  you 
with  all  that  you  need  in  inter- 
national banking.  Your  profit 
will  bloom! 


THE  HANIL  BANK 
LIMITED 


Head  Office:  76,  Sogong-Dong.  Jung-Gu, 
Seoul.  Korea  Cable  HANIL  BANK  SEOUL 
Telex  K23679,  K24539.  K24545.  K24485,  K27218 
HANIL BK  Tel:  22-7564,  777-7820/9 

Overseas  Networks 
Branches:  Tokyo,  Los  Angeles, 

New  York,  London,  Hong  Kong 
Rep.  Offices:  Toronto,  Singapore 


has  been  truly  remarkable.  Since  1962. 
the  country  has  grown  at  an  average  an- 
nual rate  of  around  10  percent  a  year  in 
real  terms,  increasing  its  real  GNP  by  a 
factor  of  aimost  5.  (However,  in  1979  the 
growth  rate  dipped  to  7  percent.)  South 
Korea  has  also  doubled  its  exports 
every  two  years  for  more  than  a  decade 
to  a  level  of  almost  $13  billion  in  1978. 
What  is  even  more  astonishing  —  and 
largely  unnoticed  —  is  that  Korea  con- 
tinued its  remarkable  growth  record 
during  the  1974-75  recession,  despite 
sky-rocketing  resource  prices  and  the 
slack -off  in  world  trade.  South  Korea 
chose  to  accept  the  costs  of  a  higher  in- 
flation rate  to  maintain  the  pace  of  eco- 
nomic growth  and.  by  devaluing  the  won 
by  22  percent,  to  maintain  export 
growth,  even  at  the  risk  of  continued  in- 
flation. The  Koreans  gambled  that  the 
recession  would  not  be  unusually  deep 
or  protracted,  and  they  turned  out  to  be 
right.  They  also  managed  to  maintain 
growth  by  moving  aggressively  into  new 
areas  of  business,  especially  into 
overseas  construction  projects  in  the 
Middle  East. 

Early  this  year,  the  government  an- 
nounced another  currency  devaluation, 
this  time  of  19.8  percent,  in  order  to 
keep  exports  competitive,  again  at  the 
risk  of  continued  inflation.  Whether  this 
gamble  will  prove  as  well-timed  as  the 
previous  devaluation  remains  to  be 
seen,  but  it  does  indicate  a  determina- 
tion to  maintain  market  share  and  ex- 
port growth,  and.  in  general,  high  overall 
growth.  Yet  for  growth  to  proceed, 
South  Korea  must  come  to  terms  with 
inflation,  and  with  the  effects  of  the  cur- 
rent worldwide  recession.  This  reces- 
sion, and  the  cash  -  flow  problems 
associated  with  the  current  tight  money 
policies,  has  led  to  some  small  business 
bankruptcies,  and  more  significantly,  to 
a  rise  in  unemployment,  with  cor  res- 
ponding social  ramifications 

Nevertheless,  it  seems  likely  that  the 
government  will  continue  to  concen- 
trate, through  a  tight  money  policy 
(mitigated  by  the  recent  devaluation), 
on  reducing  inflation  even  at  the  cost  of  j 
increased  unemployment.  Koreans  see 
inflation  as  a  direct  consequence  of 
their  rapid  economic  growth,  and  are  j 
now  willing  to  sacrifice  some  of  it.  at 
least  temporarily,  to  reduce  their  own 
too-high  level  of  domestic  inflation.  They 
are  also  likely  to  aim  for  a  stable  real 
growth  rate  of  a  little  less  than  10  per- 
cent a  year,  rather  than  fluctuating  I 
widely  and  having  to  combat  excessive 
inflationary  pressures. 


The  recession  will  help  to  achieve 
:his,  since  it  will  force  Korean  exporters 
to  respond  to  lessened  worldwide  de- 
mand, and  thus  encourage  a  greater 
shift  to  the  domestic  market.  Indeed,  in 
some  sense  the  recession  may  be  a 
Dlessing  in  disguise,  since  Korea's  pool 
Df  management  talent  has  already  been 
stretched  thin  by  the  rapid  expansion  of 
recent  years.  This  expansion  could  only 
continue'at  previous  rates  with  great  dif- 
ficulty and  some  increased  risks.  By  for- 
cing a  retrenchment,  the  recession 
gives  the  rapidly  expanding  trading 
conglomerates,  as  well  as  the  govern- 
ment, both  an  excuse  and  opportunity 
for  consolidation. 

GOOD  ENERGY  POLICY 

Sharp  increases  in  the  price  of  oil 
should  not  hurt  South  Korea  as  much  as 
other  middle-income  countries  because 
its  high  rates  of  exports  to  GNP  means  it 
can  pass  a  good  deal  of  its  energy  costs 
through  in  higher  prices  to  foreign  con- 
sumers. Moreover,  the  Koreans  are 
dealing  squarely  with  the  world  energy 
problem;  unlike  the  U.S.,  for  example, 
they  are  planning  a  huge  expansion  in 
nuclear  power.  If  these  go  through  they 
should  get  a  substantial  portion  of  their 
power  needs  from  nuclear  energy  by 
the  end  of  the  1980's.  Once  that  hap- 
pens, Korean  industries  would  have  a 
pronounced  advantage  over  competi- 
tors in  other  countries  with  more 
dependence  on  higher -cost,  imported 
fuels.  Indeed,  while  they  have  much  the 
same  emphasis  on  safety  at  these 
reactors  as  the  U.S.  has,  they  do  not 
carry  it  to  destructive  extremes.  As  a 
result,  nuclear  power  is  much  cheaper 
in  South  Korea  than  in  the  U.S. 

Although  the  long-term  prospects  for 
South  Korea  probably  remain  as  strong 
as  ever,  the  political  uncertainties  cre- 
ated by  President  Park's  assassination 
mean  that  short-term  prospects  will  be 
more  uncertain.  Perhaps  the  most  im- 
portant concern  at  the  moment,  in  the 
wake  of  the  December  12  arrest  of  var- 
ious ranking  generals,  is  that  the  new 
military  high  command  will  be  tempted 
to  take  control  of  the  government  from 
the  new  President,  Choi  Kyu-hah.  If  the 
military  were  to  do  this,  there  would 
then  be  a  real  danger  of  greater  rigidity 
in  policy  -  making  and  administration 
than  there  had  been  under  Park.  The 
Korean  military  is  an  extremely  com- 
petent group,  but  quite  naturally  more 
competent  in  strictly  military  terms  than 
in  economic  policy-making  and  other 


technocratic/civilian  functions. 

South  Korea's  economic  success 
during  Park's  tenure  was  tied  closely  to 
his  own  good  judgment,  the  scope  that 
he  gave  to  the  technocrates  in  govern- 
ment ministries,  and  to  the  flexible  free- 
market  decisions  of  businessmen,  and 
operating  without  substantial  continu- 


ing interference  from  government.  If  the 
military  were  to  gain  direct  control  of  the 
government,  and  to  insist  on  making 
detailed  technical  and  economic  deci- 
sions, then  the  flexibility  that  has 
characterized  the  Korean  economy  for 
most  of  the  past  20  years  might  be 
undermined.  This  would  doubtless  have 


HYUNDAI  specializes  in  making  sweeping 
changes  for  the  better 

thru  designing,  engineering,  manufacturing,  installing. 


The  people  in  the  30  some  countries  where 
HYUNDAI  has  been  at  work  over  the  past  de- 
cades have  a  great  deal  to  be  proud  of.  They  are 
conquering  the  age-old  barriers  of  nature,  be 
they  arid  deserts,  untamed  wilderness,  isolated 
seashores  or  remote  rain  forests.  In  their  place, 
these  people  can  now  point  to  production 
plants,  power  stations ,  iron  and  steel  mills, 
and  petrochemical  complexes — to  name  but  a 
few  of  the  sweeping  changes. 
They  are  also  undertaking  heavy  construction, 
harbor  building,  and  offshore  structural  pro- 
jects. Their  seaways  boast  new  vessels,  their 
highways  new  vehicles,  their  railways  new  coa- 
ches. Not  to  mention  an  all-point  proliferation 
of  equipment,  multipurpose  machinery,  and 
heavy  electrical  devices. 

The  people  of  over  30  nations  on  6  continents 
can  indeed  be  proud  to  point  these  out. 

But  HYUNDAI  is  prouder  still  to  have  been  on 
every  site,  making  each  vision  the  reality  it 
today.  Designing,  engineering,  manufac 
turing,  and  installing — worldwide 
work  by 
HYUNDAI, 


sweeping  changes  for  the  better  that  placed  us 
78th  on  the  1979  "Fortune  500"  list  of  top  in- 
dustries outside  the  U.S. 

Each  upward  step  makes  HYUNDAI  an  even 
more  probable  solution  to  ever  more  problem 
situations. 

To  explore  how  we  do  it,  dial  Information  for 
HYUNDAI  or  call  us  direct  at: 

▲HYUNDAI 

The  Trading  House  of  the  Hyundai  Group 

Hyundai  Corporation 

485-1  Sinsa-dong,  Kangnam-ku,  Seoul, 

Korea  CPO  Box:  8943. 

Telex:  HDCORP  K23175/7  Tel:  75-4141/70 

•TOKYO  03  21 1/0851/5.  MANILA  871480, 
JAKARTA.  SINGAPORE,  BANGKOK, 
HONG  KONG,  KUALA  LUMPUR 

•  NEW  YORK  212-695  7810,  LOS  ANGELES. 
HOUSTON,  SEATTLE,  TORONTO, 
MIAMI,  MEXICO,  SANTIAGO. 

•  LONDON  01  741-1531.  DUSSELDORF, 
AMSTERDAM,  LAGOS,  DACCA, 

•  RIYADH  64739,  69694,  QATAR,  ABU 
DHABI,  DAMMAM 


WHEN  YOU  NEED  A 
RELIABLE  TRADING 
PARTNER, 
YOU  NEED  ICG 

'From  Footwear  to  Steel  Products" 

Although  you  may  not  know  it, you're  probably 
wearing  shoes  made  by  ICC.  As  the  largest  and 
oldest  footwear  maker  in  Korea, we  have  supplied 
quality  footwear  the  world  over  and  we  have 
steadily  grown  into  one  of  Korea's  major  manu- 
facturers and  General  Trading 
Companies.  With  this 
experience  and  expertise,  we 
can  provide  you  with 
top-notch    footwear  from 
fashionable  dress  shoes  to  j 
snow  boots  and  every  style  in 
between.  Textiles,  finished 
garments  and  leather  goods 
are  manufactured  within  our 
own   facilities.  Our 
"bicsound"  consumer 
electronics   are  of  the  latest 
design  and  technology. 
Union  Steel  Mfg.  Co.,  Ltd., 
a  subsidiary  of  ICC  Corporation, 
enjoys  a  good  reputation  in 
quality  iron  and  steel  products. 
These  are  but  a  few  of  our  products 
and  services.  We  are  also  one  of 
Korea's  major  importers  of  a  wide 
range  of  products.  So,  for  a  lasting 
trading  partner,  call  any  one  of  our 
branch   offices  located   in   24  major 
cities  throughout  the  world. 
An  ICC  man  is  ready  to  serve  YOU! 


CD 


ICC  CORPORATION 

#145,  Naesoo-dong,  Chongro-ku,  Seoul.  Korea  C.P.O.  Box  747  Seoul 
Cable:  ICCCO  SEOUL  Phone:  771-61 .  771  -81 .  74-53 1 1  /6.  72-01 56-9 
Telex:  ICCCO  K27251,  K26548.  K23702 
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negative  consequences  for  growth, 
though  even  if  it  occurred  it  would  very 
likely  not  last  long.  The  military  would 
probably  see  these  consequences  as 
negative  and,  like  Park  in  his  initial  days 
in  office,  would  probably  move  to  get  out 
of  the  way — or  be  forced  to  by  a  society 
that  is  now  firmly  committed  to  eco- 
nomic growth. 

This,  of  course,  is  the  main  point 
South  Korea  as  a  country  is  so  commit- 
ted to  economic  growth  that  a  leader  or 
group  of  leaders  who  made  growth 
more  difficult  to  achieve  would  not  be 
tolerated  for  very  long.  The  risks  are  just 
too  high.  Every  South  Korean  remains 
very  much  aware  of  the  threat  from  the 
North,  and  that  threat  is  severe  enough 
to  keep  people  on  theirtoes — and  work 
ing  hard.  There  is  a  conscious  feeling 
throughout  the  society  that  any  serious 
faltering  could  substantially  and  signifi- 
cantly hurt  the  future  of  the  country  and 
by  implication,  the  Korean  people 
South  Koreans  believe  strongly  that 
continued  economic  development  is 
the  best  way  to  insure  security  and  in- 
dependence. 

Although  the  new  Korean  leadership 
be  it  military  or  civilian,  seems  unlikely 
to  change  significantly  the  general 
policies  followed  by  President  Park,  the 
exact  organization  of  the  government 
that  continues  these  policies  will  pro 
bably  change.  As  in  other  Confucian 
cultures,  South  Koreans  have  a  concepl 
that  a  governing  party  can  and  shoulo 
remain  in  power,  virtually  indefinitely, 
based  on  a  "mandate  from  heaven 
unless  and  until  it  fails  in  some  extraor- 
dinary way.  There  is  no  concept  that  the 
executive  branch  of  government,  or  the 
governing  party  in  the  legislative 
branch,  should  hand  over  power  to  ar 
opposition  party  or  exchange  legislative 
roles  with  it,  as  in  the  United  States  or  ir 
most  parliamentary  democracies. 

President  Park's  Democratic-Repub- 
lican party  was  so  successful  that  its 
leaders  are  likely  to  remain  the  domi- 
nant leaders  of  the  post -Park  govern- 
ment, although  the  name  of  the  party, 
may  well  be  changed  in  an  effort  to  sug- 
gest that  a  new  era  has  begun.  Park's 
assassination  represents  an  unexJ 
pected,  though  not  particularly  surpris^ 
ing,  outcome  to  a  political  system  tha* 
did  not  permit  conflicts  of  interest  to  bei 
reasonably  argued  out  and  settlec 
without  violence,  and  many  people  ij 
the  ruling  Democratic-Republican  party 
quite  apart  from  the  opposition,  want  tcj 
set  up  a  new  system  that  is  demonstraji 
bly  less  authoritarian  and  hopefully  less. 


The  house  of  Ssangyong  sfi 


secure. 


When  we  built  Ssangyong  we  made  sure  that 
we  stood  on  a  solid  foundation. Cement,  elec- 
tricity, chemical  manufacturing ....  These  are 
the  building  blocks  of  a  modern  industrial 
society.  Through  our  dependability  and  the 
quality  of  our  products,  we  have  contributed  to 
Korea's  progress.  But  we  haven't  stopped  there. 
Now  you  will  find  us  in  more  than  a  dozen 
enterprises.  .  .  .  electronics,  light  and  heavy 
industries,  construction,  engineering,  service 
industries,  universities,  and  broadcasting,  while 
sponsoring  academic  and  cultural  foundations. 
We  export -diesel  engines,  cars,  motorcycles, 
golf  clubs,  crystal  and  glassware,  electronic 
toys,  electronic  calculators .  .  .  and 
much  more.   Customers  from  six 
continents  have  come  to 

rely  on  us.  Try  us. 
You  will 
agree . 


iS|SSANGYONG 
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SILK   CO..  LTD   •  SUNGLEE  MACHINERY  WORKS  LTD    •  SUNGLEE  ELECTRONICS  CO    LTD    •  SSANGYONG  TRANSPORT  CO    LTD    •  ORIENT  PRESS    •  DAEC.U  MUNWHA  BROADCASTING  CO   LTD    •  KOOKMIN  UNIVERSITY 
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CATCH  THE  WIND 
AND  SOAR  WITH 
THE  COMMERCIAL 
BANK  OF  KOREA 

In  some  moods  and  in  certain  settings, 
Korea  is  still  the  lyrical  "Land  of  Morn- 
ing Calm."  But  throughout  the  past 
twenty  years  it  has  also  caught  the  wind 
of  progress  and  taken  off  as  a  country  of 
down-to-dusk  dynamism.  One  that  now 
aims  for  ever  higher  goals  in  the  '80s 
ahead. 

Keeping  the  soaring  benefits  of  this 
take-off  in  sight,  in  reach,  and  well 
under  your  control  is  Korea's  oldest  and 
largest  commercial  bank.  Since  we're 
an  international  financial  institution 
with  a  worldwide  network  tied  right 
into  the  Korean  scene,  we  can  outserve 
them  all  when  it  comes  to  helping  you 
do  business  with  Korea — '  'The  Land  of 
All-day  Dynamism. ' ' 

THE  COMMERCIAL 
BANK  OF  KOREA 
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rigid  politically  than  President  Park's 
system.  But  this  does  not  mean  that  the 
South  Koreans  will  institute  immediate- 
ly full  scale  parliamentary  or  presiden- 
tial democracy.  Indeed  if  some  of  the 
generals  have  their  way  the  system  may 
end  up  by  moving  in  the  other  direction 
—  at  least  initially. 

Many  Americans  see  President 
Park's  assassination,  however  objec- 
tionable and  tragic,  as  a  chance  for 
South  Koreans  to  develop  a  Western  - 
style  democracy.  One  may  well  doubt, 
however,  whether  South  Korea  is  ready 
for  such  a  change.  It  probably  takes  a 
higher  level  of  prosperity,  safety  and  self 
assurance,  aswell  as  further  economic, 
political,  and  social  development,  to 
permit  democracy  to  work  effectively  in 
this  particular  country.  The  authoritar- 
ian system  as  developed  under  Presi- 
dent Park  always  had  elements  of  dem- 
ocracy built  into  it,  and  with  his  death, 
these  elements  will-  probably  increase 
somewhat  —  even  in  the  event  of  a 
military  takeover,  at  ieast  eventually. 
But  it  is  still  far  from  clear  that  a  Western 
style  democracy  would  ever  be  appro- 
priate for  a  neo-Confucian  society  like 
Korea,  where  authority,  hierarchy, 
social  harmony,  paternalism  and  com- 
munality  are  stressed  more  than  in- 
dividualism, arms  length  transactions, 
and  bitter  and  divisive  political  contests. 

RELATIVELY  FREE 

When  measured  against  conditions 
prevailing  in  other  developing  coun- 
tries, and  certainly  when  measured 
against  conditions  in  North  Korea, 
South  Korea  has  permitted  itself  an  ex- 
traordinary degree  of  freedom.  The 
country  supports  seven  national  news- 
papers, two  major  and  several  minor 
political  parties,  and  perhaps  more  pri- 
vate and  civic  organizations  per  capita 
than  any  other  developing  nation.  As 
authoritarian  nations  go,  South  Korea 
has  a  high  degree  of  freedom  of  speech, 
complete  freedom  of  movement  within 
the  country  (except  for  sensitive  military 
areas),  complete  freedom  to  choose 
one's  job,  complete  freedom  of  religion 
and  a  relatively  high,  though  limited, 
freedom  of  speech  and  discussion. 

In  addition,  Korea's  success  at 
economic  growth  is  creating  a  stronger 
social  basis  for  further  democracy  in 
the  future.  There  are  few  other  authori- 
tarian countries  that  would  permit 
private  institutions  to  become  as  poten- 
tially competitive  with  the  government 
as  the  large  South  Korean  general 


trading  companies  have  already  be- 
come. The  crack-down  on  political  dis- 
sent that  occurred  during  the  final  mon- 
ths of  President  Park's  life  was  perhaps 
as  much  a  result  of  his  own  age  and 
relative  isolation,  as  it  was  of  the  repres- 
sive character  of  the  Korean  govern- 
ment. (He  was  in  recent  years,  especial- 
ly after  the  assassination  of  his  wife, 
more  withdrawn,  more  dependent  on 
cronies  and  friends  from  his  youth,  and 
in  general  less  trusting.)  Thus,  it  may 
turn  out  from  a  historical  point  of  view 
that  this  was  a  good  time  for  a  transfer 
of  power,  and  a  fortuitous  time  to 
change  the  consititution  to  permit  the 
direct  elections  for  president  and  the 
abolition  of  the  appointed  members  of 
the  National  Assembly. 

Still,  President  Park's  policies  proved 
extraordinarily  successful.  Even  if  some 
believe  his  hand  was  beginning  to  falter 
at  the  end,  his  confidence  in  the  long- 
term  value  of  economic  growth  as  a 
means  of  building  up  South  Korean 
strength  and  preserving  its  in-depen- 
dence,  his  willingness  to  experiment 
with  innovative  foreign  policies  (in- 
cluding detente  talks  with  North  Korea), 
and  his  (usually  well  merited)  confi- 
dence in  his  own  decisions  all  contri- 
buted to  the  success  that  South  Korea 
enjoyed.  Based  on  this  success,  South 
Korea  will  probably  continue  to  suc- 
ceed, even  if  it  suffers  from  short-term 
problems.  Largely  because  of  the  conti- 
nuing security  threat  from  North  Korea, 
Koreans  are  unlikely  to  pick  up  fashion- 
able anti  growth  ideas  of  the  sort 
prevalent  in  the  West  and  adopted  to  a 
surprising  extent  in  Japan.  Rather, 
South  Korea  is,  and  will  remain,  growth- 
minded  for  a  long  time  to  come.  More- 
over, it  has  the  basic  ability,  both 
economically  and  socially,  to  carry 
through  this  objective.  Thus,  Korea  will 
remain  an  attractive  area  of  investment 
for  foreign  companies,  and  its  success 
should  inspire  similar  efforts  in  other 
developing  nations,  both  in  the  Asia  - 
Pacific  region  and  elsewhere  in  the 
Third  World. 


We  are  most  grateful  to  Ambassador 
William  H.  Gleysteen  Jr.  and  Doctor 
Herman  Kahn  for  each  expressing  their 
own  personal  views  on  this  subject. 


The  Lucky  Group— 
your  bridge  to 
successful  trade 
with  Korea. 


When  you  are  separated  from  your 
business  partner  by  oceans  and 
continents,  and  what's  worse,  by 
languages  and  customs,  that  partner 
had  better  be  a  firm  that  can  help 
bridge  those  gaps  for  you — one  that 
understands  your  needs  and  has  the 
communication  and  distribution 
networks  to  respond  to  them,  as  well 
as  thoroughgoing  managerial 
experience  of  working  with  foreign 
associates.  And  it  must  be  a  partner 
that  has  a  flexible  repertory  of  ways 
of  doing  things. 

In  Korea,  The  Lucky  Group  is 
the  answer  to  these  problems. 
The  Lucky  Group  has  a  33-year 
history  of  working  for  better,  more 
efficient  business  relations  among  its 
member  companies  and  with 
customers  at  home  and  partners 
abroad.  Ten  of  The  Lucky  Group's 
members  are  thriving  joint  ventures 
with  world-renowned  firms. 
Add  to  this  a  knack  for 
imaginative  hard  work  plus 
diversification  where  it  counts,  and 
you  get  phenomenal  success.  It's 
proven  by  our  growth  of  1 ,900%  in 


just  the  past  seven  years — and 
remember  that  the  fruits  of  this 
success  are  shared  by  our  foreign 
partners.  Sales  for  last  year  alone 
came  to  over  US$3.8  billion. 
The  Lucky  Group  is  busy 
bridging  the  gaps  in  such  fields  as 
petrochemicals  and  fine  chemicals, 
electronics  and  telecommunications, 
semiconductors,  construction  and 
engineering,  development  of  energy 
resources,  marketing  and 
distribution,  and  research  into  these 
and  other  areas. 

To  find  out  how  we  can  help  you 
bridge  an  ocean  for  better  trade  with 
Korea,  write  to  the  Bando  Sangsa 
Co.,  Ltd.,  CPO  Box  1899,  Seoul, 
Korea;  phone  77 1  -32  or  23-9844; 
cable  FOURCLOVER  SEOUL;  telex 
BANDO  K27266,  K27470  SEOUL. 


Transforming  dreams  into  reality 

THE  LUCKY  GROUP 


□  Lucky  Ltd  [  1  Gold  Star  Co  .  Ltd  CI  Gold  Star  Cable  □  Gold  Star  Tele-Electric  □  Lucky  Continental  Carbon  r 1  Lucky  Development  □  Gold  Star  Electric  [  I  Hee  Sung  □  Kukje  Securities 
□  Gold  Star  Instrument  &  Electric  □  Gold  Siar  Precision  Industries  I  ]  Lucky  Petrochemical  I  :  Lucky  Polychemical  r  '  Lucky  Engineering  i  1  Gold  Star  Semiconductor  1  ]  Honam  Oil  Refinery 
□  Korea  Mining  &  Smelting  □  Pan  Korea  Insurance  D  The  Gookje  Daily  News  □  Busan  Mun  Hwa  TV  Broadcasting  □  The  Yonam  Foundation  r  Bando  Sangsa 


The  Treasury  Department  smelled  dollars  hid- 
den in  the  accounting  cracks.  And  by  Trea- 
sury's standards,  there  s  only  one  good  thing 
to  do  with  dollars:  Tax  'em. 

Your  money 
or  your  LIFO 


HIDDEN  IN  THE  ENDLESS  COIlj 
ities  of  the  Windfall  Profiq 
Act  passed  by  Congress  in 
is  a  piece  of  legislation  having  noth 
do  with  either  oil  companies  or  wi 
profits.  But  it  certainly  has  a  lot 
with  taxes.  If  it  stays  on  the  booki 
cost  corporate  America  a  pretty  pel 
Here's  the  background:  When  a 
pany  uses  LIFO  (last  in,  first  oil 
counting,  its  inventories  tend  to  h 
derstated  because  they  are  valued  £ 
out-of-date  costs.  Naturally,  then 
resulting  difference — a  reserve  cush 
between  the  inventory  figure  state 
der  LIFO  accounting,  and  the  figur 
were  to  be  calculated  at  more  ci 
costs  (FIFO,  or  first  in,  first  out).  A 
at  the  inventory  footnote  in  the  a 
report  for  any  firm  using  LIFO  r 
reveals  that  difference.  One  of  the 
reasons  firms  use  LIFO  is  that  they 
have  to  pay  taxes  on  that  cushion. 

Predictably,  all  those  untaxed  d 
looked  tempting  to  the  IRS.  So,  und 
new  ruling,  if  a  company  is  liquida 
a  cash  acquisition,  say,  a  tax  woulc 
to  be  paid  on  the  so-called  LIFO  cus 
Naturally,  the  tax  would  be  paid 
corporate  tax  rate — generally  50% . 

But  wait.  Isn't  liquidating  some 
you  do  only  when  you  want  to  str 
assets  of  a  company  and  sell  the 
piecemeal?  Not  by  a  long  shot. 

Quite  often  the  book  value  of  a- 
pany  being  taken  over  is  far  less  th; 
real  value  of  the  company's  assets 
unless  the  acquirer  liquidates  the 
pany  he  has  taken  over,  he  can 
depreciate  his  new  possession  has 
its  old  book  value;  in  the  major 
takeovers,  the  firm  taken  over  is 
dated  and  then  revalued  upward. 

If  this  legislation  had  been  in  effei 
year,  here's  how  it  would  have  w 
with  the  giant  takeover  of  Cutler- 
mer  by  Eaton  for  $382  million. 

Cutler-Hammer's  total  book  vah 
stockholders'  equity)  was  $222  m; 
So,  Eaton  liquidated  it  and  revah 
somewhat  closer  to  the  purchase 
That  gave  Eaton  about  $100  milli 
additional  assets,  most  of  which  a 
preciable.  Great.  But  CH  calculated 
of  its  inventories  under  LIFO — at 
$28  million  less  than  they  would 
been  had  the  firm  used  FIFO.  Und' 
new  law,  this  difference  woul 
taxed — at  Eaton's  48%  tax  rat' 
about  $14  million. 

Said  Eaton  Controller  Ronald  L 
"Certainly  that  would  have  been  a 
portant  thing  to  consider  becai: 
would  be  cash  out  of  your  pocket, 
have  to  adjust  the  offer  by  the 
reserve  that  you'd  have  to  pay  taxe: 
If  Eaton's  case  doesn't  grab  you,  It 
the  tax  bill  Exxon  might  have  been 
with  when  they  took  over  Reliance 
trie:  It  comes  to  $40  million.  ■ 
So,  the  net  effect  of  the  new  legisj 
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This  250-ton  jetliner  needs 
runways  that  are  tough  and  durable 


's  International  Mill  Service  is 
recycling  steel  slag  to  build  them. 


More  than  800,000  tons  of  steel  slag  provide 
a  solid  foundation  for  the  new  main  runway  at 
Pittsburgh  International  Airport.  The  slag  was 
recycled  into  a  durable  construction  aggregate 
by  International  Mill  Service,  a  company  that  has 
been  serving  the  world's  steelmakers  for  more 
than  40  years. 

This  runway  project  is  a  good  example  of 
how  IMS  is  meeting  steel  mills'  slag-disposal 
needs  while  finding  practical  and  environmen- 
tally acceptable  uses  for  the  steel  in- 
dustry's by-products.  Other  uses  range 
from  highway  construction  and  rail- 
road ballast  to  home  insulation, 
masonry  materials  and  body-building 
equipment. 


Today,  IMS  is  performing  a  broad  range  of 
material-handling  services  at  about  70  steel  mills 
in  16  countries  and  ranks  as  the  leading  marketer 
of  steel  slag  aggregate. 

IMS  is  a  growing  subsidiary  of  IU  Interna- 
tional, a  diversified  company  with  interests  in 
transportation,  utilities,  distribution  services, 
agribusiness  and  industrial  operations  that  add 
up  to  $2.6  billion  in  annual  revenues. 

For  more  information  about  our  steel  mill 
services,  write  Jack  Bayer,  President, 
International  Mill  Service,  1500  Walnut 
Street,  Philadelphia,  PA  19102. 
To  learn  more  about  IU  International, 
write  IU  Corporate  Affairs  at  the  same 
address. 


International 


It  takes  more  than  exercise 
to  keep  a  man  healthy. 


It  takes  competent 
medical  care.  And  the 
support  ot  America's 
highly  sophisticated 
health  care 
industry. 

Including 
0-l's  Kimble 
Division. 
Kimble 
means 
precision  in 
labware  for 
hospitals, 
schools, 
clinics, 
research 
labs.  Wher- 
ever scientists 
need  to  be  exact, 
we  have  exactly 
what  they  need. 

We  Pass  The  Test 

Kimble  also  means 
reliability  in  health  care 
packaging  essential  to  so 
many  medical  procedures. 
Items  such  as  vials,  ampules 
and  syringes  used  in  blood 
analysis  and  inoculations. 

Saving  Lives 
Is  Our  Business 

Health  care  is  a  growth 
area  for  O-l  in  other  product 
lines,  too 

Child  resistant  closures, 
which  we  helped  to  develop, 
have  been  credited  with  a 
51  percent  drop  in  childhood 


fatalities  related  to  accidental 
poisonings. 

Our  Clic-Loc"  closures 
help  keep  kids  out  of  con- 
tainers for  vitamins  with  iron, 
household 
chemicals 
and  oral 
prescriptions. 

Chances 
are  your  next 
prescription 
will  come  in 
an  O-l 
package. 


High  quality  drug  and 
prescription  containers 
and  child  resistant 
closures  are  all  part  of 
the  O-l  package. 

We  produce 
prescription 
containers  for 
the  pharmacy 
as  well  as  glass 
and  plastic 
containers 
for  the 
pharma- 
ceutical 
industry. 


A  Healthier  World 

O-l  also  leads  in  health 
care  packaging  in  Europe, 
Latin  America  and  the 
Far  East. 

For  example,  we 
organized  a  new  Indonesian 
company  in  1977  to  supply 
that  area  of  the  globe. 

It's  staffed  by  Indonesians 
who  were  trained  by  Kimble 
in  the  United  States  and  our 
Buender  Glas  affiliate  in 
Germany. 

Kimble  labware  products  are  vital 
to  tests  used  in  diagnostic  exams. 


International  cooperation 
ike  this,  we  believe,  can  only 
make  the  world  a  lot  healthier 
place  to  live. 


A  world  of  better  health. 
We  re  working  on  it  on  four 
continents. 


We  have  what  it  takes. 


Ol 

OWENS-ILLINOIS 


Toledo.  Ohio  43666 


GE  Solar  Technology 
It's  sniffing  out  oil  from  over 
500 miles  away 


When  geologists  wanted  to 
find  oil  in  Wyoming,  they 
looked  to  the  sky 

Five  hundred  miles 
into  space. 

Five  hundred  miles 
away  a  satellite  circles  the 
earth.  This  satellite  called 
LANDSAT  was  built  for  NASA 
by  General  Electric. 

It's  totally  powered  by 
the  sun.  It  was  designed  by 
GE  to  make  the  most  efficient 
use  of  the  sun's  energy. 

LANDSAT  covers  the 
entire  country  sending  back 
incredibly  sharp,  detailed 
pictures  of  the  earth.  Among 
many  things,  these  pictures 
are  being  used  to  measure 
crop  sizes,  flood  damage, 
population  density. 

In  Wyoming,  trained 
geologists  used  these 
pictures  to  predict  the  most 
likely  places  to  drill  for  oil. 


The  result?  They  struck  oil 
on  eleven  out  of  eleven  tries. 

This  is  just  one  of  the 
ways  GE  is  using  solar 
technology  to  put  the  sun's 
energy  to  work  on  earth. 
Solar  technology 
from  east  to  west. 
A  Poughkeepsie  family  is 
using  the  sun  to  keep  warm 
with  an  experi- 
mental heating 
system  de- 
signed with 
the  help  of 
GE  solar 
technology. 
This  system  uses 
solar  panels  to  provide  most 
of  the  heat.  But  on  cloudy 
days,  efficient  GE  heat 
pumps  switch  on  automati- 
cally to  fill  the  gap. 

The  system  is  so 
efficient,  this  family  spent 
40%  to  75%  less  for  energy 


than  they  would  have  with 
ordinary  heating  systems. 

On  the  other  side  of  the 
country,  the  YWCA 
in  Spokane  is 
keeping  its 
swimming 
pool  open 
year  round, 
thanks  to  solar 
heat.  They  installed 
GE  vacuum  tube  solar  collec- 
tors on  the  roof.  This  gives 
them  a  steady  flow  of  warm 
water  at  a  fraction  of  the 
operating  cost  of 
conventional  systems. 

From  the  oil  fields  of 
Wyoming  to  the  YWCA  pool 
in  Spokane,  GE  solar 
technology  is  working  for 
people.  It's  only  one  of  the 
many  technologies  that  are 
helping  GE  make  progress. 

Progress 

tor 
People 


be  to  make  it  more  expensive  to  take 
companies  that  use  LIFO.  Since 
will  drive  down  the  price  offered, 
nately  it's  the  shareholders  who  will 
the  tax.  Naturally. 

id  Sidney  Wasser,  controller  of  $273 
ion  Ampco-Pittsburgh  Corp.,  a  met- 
products  manufacturer  which  last 
acquired  Pittsburgh  Forgings  Co., 
e  whole  idea  of  using  LIFO  was  as  a 
f  for  business  to  keep  pace  with  in- 
on  and  not  recognize  profits  which 
'eally  inventory  profits  based  on  an 
tion  rate.  It's  really  an  unfair  provi- 
to  tax  that  kind  of  profit." 
ren  more  upsetting  is  that  the  rule 
tax  accrued  LIFO  cushions.  That  is, 
:ompany  went  to  LIFO  20  years  ago 
is  liquidated  now,  the  tax  would  be 
ied  to  the  entire  cushion  accumulat- 
ver  20  years — not  just  the  amount 
ued  after  the  bill  goes  into  effect. 
:,  in  effect,  is  ex  post  facto  legisla- 
— new  law  affecting  past  events, 
erally,  that  kind  of  thing  isn't  smiled 
y  the  courts. 

aw  did  this  piece  of  deviltry  get  into 
V indfall  Profits  Act,  of  all  places,  and 

get  passed?  Well,  Capitol  Hill  scut- 
rtt  has  it  that  the  Treasury  Depart- 
t  was  able  to  persuade  Congress  to 

the  thing  on,  knowing  fully  that  too 
y  reputations  were  riding  on  the 
dfall  Profits  Act  to  waste  much  time 
bbling  about  this  seemingly  insig- 
ant  provision. 

id  besides,  how  many  congressmen 
y  could  define  UFO,  much  less  deal 
.  a  bill  dependent  on  that  under- 
ding?  Said  one  accountant  who  re- 
ted  anonymity:  "Up  until  Wilbur 
s  jumped  into  the  water,  no  tax  bill 
2d  through  Congress  that  didn't 
e  out  of  the  Ways  &  Means  Commit- 
where  they  understood  such  things. 
:'s  not  the  case  anymore." 
rtunately,  a  fair  number  of  accoun- 
5  and  controllers  noticed  the  provi- 

and  raised  a  ruckus.  Typical  was 
cis  M.  Gaffney,  national  tax  director 
lain  Hurdman  &  Cranstoun.  "We 
don't  think  it  was  right  to  pass  it 
out  any  opportunity  to  comment." 
on  M.  Nad,  the  tax  partner  at  Price 
;rhouse,  adds,  "I  think  it's  a  very 
rtunate  addition  to  the  tax  code  that 
Freasury  obtained  through  the  back 
.  We're  very  much  opposed  to  it." 

the  face  of  such  dissent,  Congress 
nade  a  significant  concession  to  the 
>nents  of  the  rule:  It  will  not  go  into 
t  until  after  Dec.  31,  1981.  Presum- 
that  will  provide  time  for  arguments 

raised  and  discussed, 
id  though  the  provision  may  sur- 

there's  a  good  chance  that  the  most 
ent  aspect  of  it — the  fact  that  it  ap- 

to  a  company's  LIFO  cushion  as 
>sed  prior  to  the  bill — may  be  cut. 
Ithat's  as  it  should  be. 


Numbers  Game 


You  betcha! 

The  first  line  of  a  new  text,  An  Introduc- 
tion to  Financial  Accounting  by  Charles  J. 
Woelfel:  "You  probably  approach  the 
study  of  accounting  with  enthusiasm 
and  awe." 


At  long 
last  light? 

If  the  staff  of  the  Securities  &  Ex- 
change Commission  has  its  way,  the 
"Dear  Shareholder"  letters  in  corporate 
annual  reports  will  all  have  a  good  deal 
more  substance  next  year.  "We  are  mak- 
ing changes  now  in  financial  reporting 
that  are  the  most  dramatic  of  any  in  the 
last  40  years,"  says  Michael  Connell,  a 
staff  member  with  the  SEC. 

Connell's  superlative  refers  to  a  set  of 
corporate  reporting  changes  of  which  the 
most  important  is  a  drastic  change  in  the 
scope  and  format  of  companies'  annual 
reports  and  10-Ks.  The  gist  of  the  change 
is  to  make  the  annual  report  a  central — 
and  complete — document  for  all  but  the 
most  technically  oriented  reader.  The 
days  of  having  to  ferret  out  information 
about  capital  needs  from  a  10-K,  for  ex- 
ample, may  finally  be  over. 

The  proposed  changes  will  add  infor- 
mation and  provide  more  historical  per- 
spective. But  the  most  important  addi- 
tion to  the  annual  will  be  a  far  more 
detailed  letter  from  management.  Says 
Connell,  "The  new  management  letter 
will  discuss  changes  in  a  company's  fi- 
nancial condition  in  their  entirety  and 
will  specifically  require  registrants  to  fo- 
cus upon  liquidity  and  capital  resources 
in  addition  to  income." 

Whatever  used  to  appear  in  both  the 
annual  and  the  10-K  will  only  be  shown 
in  the  annual.  The  10-K  will  be  a  lot 
skinnier  than  it  is  now,  containing  only 
supplementary  information  of  concern 
to  a  minority  of  readers,  like  details 
about  properties  owned. 

The  new  management  letter  should 
help  readers  detect  problems  with  com- 
panies much  more  easily  than  in  the 
past.  Take  Chrysler.  Under  the  new  sys- 
tem, management  must  discuss  liquidity 
and  cash  flow  in  depth.  In  theory, 
Chrysler  had  plenty  of  assets,  not  least  a 
lot  of  unsold  cars.  In  fact,  it  was — and 
is — no  easy  matter  to  sell  those  cars  to 
pay  its  debts.  Now  Chrysler  manage- 
ment would  clearly  have  to  admit  that  it 
might  have  trouble  selling  its  leftover 
cars  to  pay  its  debt. 

A  number  of  companies  aren't  thrilled 
about  the  idea  of  having  to  file  their 
annual  report  with  the  SEC.  Said  John  C. 
Jacobsen,  controller  of  Shell  Oil  Co.,  "I'm 
very  concerned  that  this  will  turn  the 


annual  report  into  something  that  will 
look  like  the  10-K  does  now.  If  people 
have  to  file  their  annuals  with  the  SEC, 
the  management  letter  will  tend  to  be- 
come more  defensive  and  use  more  legal- 
istic jargon." 

A  statement  aiming  only  at  accuracy 
and  adequacy  doesn't  necessarily  result 
in  its  being  written  in  legalese.  But  Ja- 
cobsen may  have  a  point  nevertheless: 
It's  no  easy  matter  to  keep  lawyers  out  of 
anything  these  days. 

Some  accountants  also  are  upset  by  the 
new  proposals.  Says  Jim  Vaughn,  man- 
ager with  Big  Eight  firm  Deloitte  Has- 
kins  &  Sells:  "We  are  concerned  that  it 
would  be  too  highly  structured.  We  need 
flexibility  in  making  disclosure." 

Of  course,  if  flexibility  means  freedom 
not  to  disclose,  then  the  SEC  is  to  be 
applauded  for  cutting  down  on  flexibility. 
But  if  it  means  interfering  in  the  meth- 
ods used  to  disclose  .  .  .  well,  the  SEC 
insists  it  has  no  intention  of  doing  any- 
thing like  that. 

Another  specific  requirement  which 
has  received  much  attention  is  a  pro- 
posed rule  that  would  make  a  firm's  di- 
rectors sign  the  annual  and  10-K.  This 
would  allow  companies  to  turn  out  pro- 
spectuses more  quickly  and  cheaply,  be- 
cause all  the  information  needed  could 
already  be  found  in  the  annual  report. 
Only  the  information  about  the  particu- 
lar securities  offering,  say,  would  have  to 
be  added. 

But  corporate  directors  are  fearful  that 
putting  their  signature  on  documents 
would  increase  their  liability.  Connell: 
"That's  just  not  the  case.  They  already 
have  the  responsibility  for  the  informa- 
tion whether  or  not  they've  signed  it." 

Concluding,  Connell  jokes,  "Even  if 
it's  a  total  failure,  at  least  we'll  save  pa- 
per." But  the  fact  is  that  this  proposal 
has  significance  far  beyond  the  good  or 
evil  it  will  do  to  corporate  reporting.  This 
move  can  be  clearly  seen  as  the  most 
sweeping  assertion  of  the  SEC's  author- 
ity over  corporate  reporting  since  the 
mid-Thirties,  when  the  first  reporting 
rules  were  established. 

The  management  letter  will  become 
the  single  most  important  piece  of  re- 
porting done  by  any  company.  And  that 
management  letter  isn't  audited  by  the 
accountants.  No,  the  only  control  over 
its  adequacy  and  accuracy  will  be  in  the 
SEC.  That's  power. 


Through  a  rearview 
mirror,  starkly 

Why  did  durable  goods  inventories 
rise  much  more  quickly  in  1979  than  in 
1974,  when  the  country  was  racked  by  a 
severe  recession?  And  why  are  all  manu- 
facturing inventories  now  about  3% 
higher  in  relation  to  sales  than  they  were 
at  the  end  of  1973 — the  precipice  before 
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The  Art  of  Industry: 

A  Dividend  of  Corporate  Presitge 

Corporate  art  collections  are  a  specialty  of  Berry-Hill  Galleries,  which  maintains  a 
large  inventory  of  American  and  European  works  of  art  pertinent  to  commerce  and 
industry.  For  further  information  on  the  art  of  your  industry, 

contact  Frederick  D  Hill  at        B^y.JJjH  (^fenGS,  IDC. 

743  Fifth  Avenue,  New-York,  N.Y.        -(212)  371-6777 


George  Henry  Hall  (18251913)  The  Turners  Shop    Oil  on  canvas.  35  x  47H  inches.    Signed  and  daied  Geo  Henrv  Hall  /S«0. 


NATURALLY 
FORTIFIED 

Nebraska  is  a  beautiful  way  to 
better  bottom  line.  We  have 
many  transplanted  plant 
managers  from  the  East 
Coast,  West  Coast  and 
Sunbelt  who  are  captivated 
by  Nebraska's  natural  re- 
sources and  scenic  attrac- 
tions. This  land  for  all  sea- 
sons has  the  variety  to  spice 
up  life.  And,  our  outgoing,  out- 
of-doors  lifestyle  contributes  to 
healthy  worker  outlook.  So,  if 
quality  of  life  makes  good 
management  sense  to  you, 
come  to  Nebraska  and 
profit  from  an  invigorating 
business  climate  that  is 
naturally  fortified. 

Call  or  write  Chuck  Elliott,  C 
Economic  Development, 
RO.  Box  94762,  767  State  Capitol,  TFflF** 

Lincoln,  Nebraska  68509,  Phone  (402)  471-31 11. 

Nebraska.  .  .It  Works! 


Numbers  Game 

the  beginning  of  the  last  recession? 

One  important  contributor  to  tl 
frightening  signs  is  the  LIFO  (last  in, 
out)  illusion.  Illusion?  Aren't  you  i 
posed  to  use  LIFO — which  matches 
est,  therefore,  presumably,  highe 
costs  against  current  revenues,  the! 
avoiding  exaggeration  of  earnings  n 
inflationary  period? 

Well,  yes.  But  according  to  David 
lemann,  a  partner  at  Arthur  Anderse 
Co.,  a  number  of  companies  are  b 
misled  by  this  prudent  accounting  t 
nique.  After  all,  on  the  balance  slj 
inventories  under  LIFO  are  valued  at 
est  costs.  Given  high  inflation,  w 
keeps  pushing  those  costs  up,  thost 
ventories  soon  get  to  look  far  chc 
than  they  really  are.  It's  like  dri 
while  looking  in  a  rearview  mirror, 
cars  in  back  of  you  look  small,  b 
traffic  slows  down  a  bit — crash! 

Let's  take  a  company — call  it  A 
matic  Widget — and  see  what's  hap 
ing:  In  1973  Widget  was  valuing  it 
ventories  at  FIFO  (first  in,  first  on 
had,  say,  $10  million  in  inventories 
$20  million  in  sales.  A  l-to-2  ratio.  I; 
1974-75  recession,  Widget  was  hurt 
ly.  Too  many  widgets  on  hand  anc 
enough  customers.  And  all  the  exf 
of  financing  and  insuring  those  w» 
sitting  in  the  warehouse.  "Never  agj 
swore  Widget's  president,  "will  w 
inventories  get  out  of  hand." 

In  1976  Widget  started  using  LIF 
counteract  the  effects  of  inflatiot 
1979  it  showed  inventories  of  $15 
lion  and  sales  of  $45  million.  A  1 
ratio.  Much  better  than  1974.  Every 
relaxes. 

But  if  the  inventories  were  valu 
current  market — not  understated 
cause  of  LIFO — they  would  come  : 
say,  $24  million.  That's  even  won 
relation  to  sales  than  in  1974.  Watcl 
Widget.  The  higher  inventory-td 
ratio,  of  course,  is  bad  news  becan 
means  that  it  will  take  longer  to 
those  goods  in  the  best  of  times — ai 
a  recession  they'll  be  sitting  around 
longer.  The  resulting  carrying  costs 
terest  payments,  for  instance — ca 
horrendous. 

How  can  manufacturers  be  le 
themselves  in  for  such  problems?  F 
mann  explains  that  too  many  top  e 
tives  have  been  lulled  into  thinkin; 
inventory  control  could  be  reducet 
science — and  left  to  others  to 
about.  "But,"  he  says,  "they've  depi 
too  much  on  computer  technique; 
tend  to  be  managed  more  by  m 
management  personnel.  Not  ei 
companies  have  their  top  manage 
spending  sufficient  time  in  the  a; 
sales  and  production  planning, 
that's  dangerous."— Richard  Greene 
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The  Estate  of  William  F.  Harrah 

has  sold  its  70%  ownership  interest  in 

Harrah9  s 

which  has  been  acquired  through  merger  hy 

Holiday  Inns,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
the  Estate  of  William  F.  Harrah 
and  assisted  in  the  negotiations  in  this  transaction. 


9} 


DEAN  WITTER  REYNOLDS  INC. 


March  4, 1980 


Seven  years  ago  little  Metex  Corp.  gambled  everything  on  a  sin^ 
automotive  product  and  hit  the  jackpot.  But  can  it  happen  again? 


"Lightning 
strikes  repeatedly!" 


The  Up-And-Comers 


Albert  H.  Cohen  of  Metex 

"All  I  had  was  two  handshakes  and  two  telegrams. 


THERE  WAS  A  ROLL  of  toilet  pap. 
the  boardroom  table  when 
eight  directors  of  little  Ed 
N.J. -based  Metex  Corp.  met  for  the  * 
1973  annual  meeting.  That  was  all.  C 
were  the  usual  notepads,  pencils,  c 
and  Danish. 

The  directors  were  mystified,  W 
President  Al  Cohen  recalls.  "So  1 1 
them  why  the  toilet  paper  was  the 
said,  'Because  when  I  tell  you  what) 
company  is  going  to  do  next  year,, 
might  need  it!'  " 

Then  Cohen  walked  over  to  the  b 
board  and  quickly  charted  the  compi 
projected  sales  volume.  From  1973 'si 
million  level  the  line  shot  abrupth 
ward  at  about  a  70-degree  angle,  hi: 
the  $13  million  mark,  and  the  $15 
lion  mark  two  years  out.  Cohen  cou 
that  optimistic  because  the  new  e 
sion  control  laws  were  about  to 
Detroit  to  put  catalytic  converter 
their  cars  and,  as  luck  would  have  it 
only  thing  that  would  prevent  Ford 
Chrysler's  converters  from  being  bl 
right  out  of  the  tailpipe  was  Metex  1 
ted-wire  rnesh,  specially  crimped  t« 
as  a  sort  of  spring. 

Never  had  Metex  dreamed  of  havii 
big  a  market.  Born  in  the  Twenties 
producer  of  knitted-copper  scouring 
for  the  kitchen,  the  company  had 
acquired  by  General  Cable  in  1957. 
years  later  a  neglected  little  j$20C 
sales)  part  of  the  industrial-products 
sion— mainly  insulation  for  electrc 
equipment — was  sold  off  to  a  mam 
turer's  rep  named  Jules  Bressler.  Bre 
hoped  that  the  division's  product  r 
ager,  an  analytical  chemist  named  A. 
hen,  could  open  up  big  new  markets 
Cohen  says  he  was  so  raw  at  the 
that  he  didn't  even  think  to  ask  fc 
equity  stake  in  the  company  along 
the   chief  executive's  title — toda> 
owns  just  7%  of  Metex  common.  A) 
en  years  later,  when  he  put  toilet  p. 
on  the  boardroom  table,  Cohen 
hadn't  set  the  world  afire.  After  sei 
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All-Sloel  makes  Complete  linos 61 
components  for  today's  office  But  . 
voii  make  thu  choices  about  how  and  when 
to  introduce  them  into  your  office  plan 

You  see.  our  8000  Series  compo? 
nehtsaiecc  >mp, it  ible  not  only  with  each 
Other,  but  also  with  youi  existing  con- 
temporary office  furniture  So  you  're 
not  limited  to  an  all-oi  -nothintj  choice 
■     You  can  retain  as  much  of  your 
traditional-office  plan  as  you  wish. 
Simply  inti()du;e  All-Steel  8(XX)80ries 
components  a  -few.  at  a  time:  . 


Choosing 
Ail-Steel  furniture 
is  only  the  first 
of  many  choices. 


( :hi  x  >:'.«•>  f i  om  a  va'i 
styles    a  variety  of  p.- 
components  .  a  v 
color,,  lex  I  ui(.';;.  Wiring 
cations  capabilities  Ch  :  7  wha 

you  need  to  serve. yout  regimem*  r'iiii 
Discover  all  the  chon  i  ■:,  lliai^ai'i 
l)e  yours  when  you  Choi  >Se  All  Str^J;' 
Call  Wayne  Wilkin;,  al  :iU\/8!>9  ?(5tX>; 
or  write  for  our  new  80QG Series 
Systems  Furniture  brochure,  '- 
All-Steel  Inc..  Aurora.  IL  605Q7 


/ILL- STEEL 

ONI  01  "in  U|  C0MPAN.ll  ■• 


Why  the 

oil  &  gas  industry 
is  turning  to 
Ingersoll-Rand. 


Bateman  Lake  is  the  kind  of  place  that  demands 
machines  built  better  than  they  have  to  be. 


The  search  for  oil  and 
gas  is  moving  to  more 
remote  locations.  This 
means  an  increasing 
need  for  machinery  that 
can  run  day  and  night  in 
the  most  severe 
environments. 

For  example,  the 
Ingersoll-Rand  com- 
pressor at  Bateman 
Lake  is  visited  by  more 
alligators  than  people. 

Sitting  in  the  middle 
of  a  bayou  in  Louisiana, 
our  rotary  engine- 
driven  compressor  ran 
for  more  than  two  years 
before  any  major  main- 
tenance was  required. 
Its  assignment:  to  com- 
press natural  gas  for 
pipeline  transportation. 

It's  not  an  easy  place 
to  operate.  In  summer, 
it's  like  a  steam  bath. 
Winter  brings  fog  and 


rain.  Floods  and  insects 
arrive  in  the 
spring. 

It's  also  not 
an  easy  place  to 
visit.  Roads  in 
this  area  some- 
times sink  into 
the  swamp.  So 
a  boat  trip  is 
about  the  best 
you  can  do. 

As  a  result, 
we  have  to 
make  sure  our  ma- 
chinery can  pretty 
much  take  care  of  itself. 

Ingersoll-Rand  man- 
ufactures a  wide  variety 
of  machinery  to  meet 
the  world's  expanding 
energy  needs. 

Our  compressors  are 
forcing  oil  up  from  the 
North  Sea.  Our  pumps 
are  moving  sea  water  to 
repressurize  oil  fields  in 


the  Middle  East.  Our 
drills  are  finding  more 
natural  gas  in  the 
eastern  United  States. 

Ingersoll-Rand  is  a 
$2.5  billion  worldwide 
company  producing 
compressors,  pumps, 
engines,  bearings, 
hand  tools  and  other 
equipment  for  growth 
markets. 

Our  manufacturing 
philosophy  is  the  same 
for  a  simple  or  a  com- 
plex machine  destined 
for  a  steamy  bayou  or  a 
frozen  construction 
site.  We  build  our 
products  to  weather  the 
worst  of  conditions. 


Rand  developed  the  world's  first 
industrial  rotary  engine. 

This  commitment  to 
engineering  means  that 
our  people  are  more 
demanding  of  our 
machines.  It  also 
means  our  customers 
have  a  lot  more  peace  of 
mind. 


□  INGERSOLL-RAND 


For  a  copy  of  our  new  annual  report,  write  to  Ingersoll-Rand  Company,  Dept.  108,  Woodcliff  Lake,  NJ  07675. 


From  capturing  thoughts 
to  containing  products... 

Union  Camp  is  part  of  your  life! 


- 


Putting  thoughts  on  paper  has  its  own  special 
way  of  crystallizing  ideas  and  sentiments . . . 
and  preserving  them  as  well.  At  Union  Camp 
we  produce  a  variety  of  papers  that  can  carry 
heavy  thoughts,  light  verse,  or  pretty  pictures. 
Not  only  for  stationery  but  other  fine  white 
grades  for  brochures,  booklets,  business 
forms,  computer  print-outs,  posters  and 
more  — all  created  to  make  communi- 
cating easier  and  more  effective. 


Union  (amp 


We  help  manufacturers  make  shipping 
their  products  easier  and  more  effective,  too. 
With  strong,  economical  corrugated  con- 
tainers. Union  Camp  is  a  major  manufacturer 
of  boxes  for  everything  from  appliances  to 
auto  accessories,  produce  to  poultry,  foot- 
wear to  furniture. 

At  Union  Camp  helping  to  transfer 
thoughts  and  move  merchandise  are 
just  two  of  the  ways  we're  growing! 


IS    Union  Camp  Corporation.  1600  Valley  Road,  Wayne,  New  Jersey  07470 


Growing  in  more  ways  than  one. 

PAPER  •  PACKAGING  •  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 
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trous  acquisitions  that  had  loaded 
ittle  company  with  a  substantial 
mt  of  debt,  growth  and  profitability 
only  mediocre.  The  future  seemed 
Id  only  an  endless  succession  of  tiny 
alty  markets. 

t  then  one  of  those  specialty  jobs — a 
51,000  order  from  Engelhard  Indus- 
— suddenly  opened  a  door  to  the  big 

Engelhard  had  devised  a  converter 
ictory  forklift  truck  engines  using 
x  mesh  to  hold  it  in  place.  With 
al  auto-emission  standards  in  the 
Ford  Motor  tried  out  Engelhard's 
aption  on  a  Pinto  and  proceeded  to 

it  out  of  the  tailpipe  in  less  than 

miles.  "A  Ford  engineer  came  to 
is  at  this  point,"  Cohen  recalls, 
ur  crap  don't  work  in  our  car,'  he 
'What  crap?'  we  ask.  'The  stuff  you 
mgelhard,'  he  says.  'Well,  we  didn't 

to  them  for  cars,'  we  reply,  'give  us 
ik.'  So  then,  if  you'll  pardon  a  Mafia 

we  went  to  the  mattress.  We  fur- 
d  an  apartment  in  Detroit  and  lived 

until  we  had  the  problems  solved. 
>ler's  turned  out  to  be  first.  We  got 
problem  solved  in  November  and 
>  problem  solved  in  February." 
Vlarch,  just  before  the  annual  meet- 
Z^ohen  found  himself  face  to  face 
a  potential  $30  million  order.  Poten- 
That  would  mean  investing  an 
nt  equal  to  roughly  twice  the  net 
1  of  his  company  with  virtually  no 
ntees  from  Detroit.  But  Cohen 
ed  it.  He  might  never  get  another 
:e  at  the  big  time.  "We  had  to  start 
ing  our  plant  in  March  1973  if  we 
going  to  have  product  in  time  for 
sxt  model  year  because  it  was  going 
;e  us  about  a  year  to  get  into  produc- 
'  he  explains.  "All  I  had  was  two 
ihakes  and  two  telegrams  from  Ford 
-hrysler  saying,  'We  indemnify  you 
00,000  for  30  days.'  We  didn't  have 
tract  for  another  four  months  from 
and  not  for  another  seven  months 
Chrysler." 

start  building  a  plant  and  buying 
ment  without  even  a  firm  order, 
I  less  a  long-term  production  con- 
looked  foolhardy  to  the  Metex 
.  It  was  by  no  means  certain  just 
long  converter  technology  would 
efore  being  replaced  by  some  other 
ology.  Ford,  Chrysler  and  General 
rs  were  all  loudly  proclaiming  how 
i  they  despised  converters.  And 
(Vas  to  say  whether  Congress  might 
jst  abandon  the  idea  of  trying  to 
ate  cleaner  auto  exhaust  fumes? 
orried?"  Cohen  asks  rhetorically.  "I 
cared  to  death!" 

:urally,  he  tried  to  be  as  prudent  as 
an  be  while  clinging  for  dear  life  to 
ick  of  a  Bengal  tiger.  "We  took  very 
ssive  writeoff  positions,"  he  says. 


"We  wrote  off  the  plant  and  equipment 
for  that  business  in  three  years.  We 
looked  at  it  as  a  severable  plant.  If  the 
business  went  away,  the  whole  plant 
would  just  lop  right  off.  The  people  there 
were  all  on  the  cuff — we  had  no  long- 
term  commitment  to  them.  We'd  canni- 
balize the  equipment.  Nothing  else  in  the 
business  would  change.  And  we  poured 
all  the  money  we  could  spare  into  devel- 
oping our  traditional,  nonautomotive 
businesses.  I  wanted  the  rest  of  the  busi- 
ness to  have  shown  a  15%-a-year  growth 
when  this  automotive  windfall  ended." 

Several  months  later  Cohen  landed 
three-year  production  contracts  as  a  sole- 
source  supplier  to  Ford  and  Chrysler.  A 
year  after  that  he  had  his  new  plant  run- 
ning full  tilt.  The  aftermath  of  the  Arab 
oil  boycott  brought  him  back  to  earth  for 
a  while;  he  shut  down  in  February  1975 
and  stayed  shut  almost  two  months 
when  auto  sales  slumped.  But  by  1976  Al 
Cohen  was  in  heaven.  Sales  had  tripled. 
Earnings  had  soared  from  $370,000  to  $2 


"We  should  have  helped  our 
customers  get  second  sources 
by  licensing  our  competitors, 
instead  of  stonewalling.  We 
forced  them  to  come  in  at  a 
much  lower  price,  which  made 
our  customers  feel  we  were 
overcharging  them.  But  we 
weren't  because  we  were  talc- 
ing such  enormous  risks." 

million,  despite  writeoffs  for  the  now 
fully  depreciated  new  plant.  Return  on 
equity  had  jumped  to  a  stunning  41%. 

But  Wall  Street  wasn't  impressed.  De- 
spite the  fact  that  Cohen  had  switched 
Metex  common  from  the  over-the- 
counter  market  to  the  American  Stock 
Exchange  in  1976,  its  price/earnings  mul- 
tiple never  topped  a  modest  6  times  earn- 
ings. Why?  There  was  that  big  question 
mark  in  the  company's  future:  What 
would  happen  when  those  production 
contracts  ended?  Everyone  knows  De- 
troit hates  to  buy  from  just  one  supplier 
no  matter  what  the  part  may  be. 

The  warning  in  Wall  Street's  crystal 
ball  proved  prophetic:  By  1978  Metex 
earnings  had  been  chopped  in  half  as 
price-cutting  competition  (the  Glitsch 
subsidiary  of  Foster  Wheeler  and  Rhode 
Island's  little  ACS  Industries)  entered  the 
market. 

Oh,  Cohen  saw  it  coming  and  fought 
back  as  best  he  could.  In  1977  he  inte- 
grated backward  to  lower  his  costs, 
buying  used  German  wire-drawing  ma- 
chines to  make  some  but  not  all  of  his 
wire.  "That  kept  us  profitable  in  the 
business,"  he  says.  "I  think  we  have 
about  $400,000  invested  in  these  ma- 
chines and  we're  saving  about  $300,000 
to  maybe  $700,000  a  year."  He  was 


shrewd  enough  not  to  try  to  draw  all  his 
own  wire,  however.  What  if  he  were 
forced  out  of  the  catalytic-converter 
business  completely?  "If  I'm  integrated 
fully,  and  then  I  don't  need  the  facility — 
now  all  of  a  sudden  I've  got  a  hungry 
mouth  to  feed.  What  am  I  going  to  do — 
compete  with  my  suppliers  in  my  other 
product  lines?"  he  asks. 

But  Cohen  regrets  he  didn't  fight  back 
in  ways  he  didn't  think  of  at  the  time — 
ways  that  involved  not  fighting  at  all. 
"What  we  learned,"  he  says,  "is  that 
when  you  have  an  unusual  position  of 
being  the  sole  source  in  a  mass-produced 
industry,  you  have  to  manage  the  change 
to  multiple  sources  to  your  best  benefit. 
We  should  have  helped  our  customers  get 
second  sources  by  licensing  our  competi- 
tion instead  of  stonewalling  them.  What 
we  did  was  force  our  competitors  to 
come  in  at  a  very  much  lower  price  than 
us,  which  made  our  customers  feel  we 
were  overcharging  them.  We  really 
weren't,  because  we  were  taking  such 
enormous  risks  at  the  outset." 

Today  about  half  of  Metex'  business  is 
still  automotive.  Part  of  the  reason  is 
that  one  new  product  developed  with 
converter  profits  turned  out  to  be  a  gas- 
ket that  prevents  leakage  of  exhaust  gas- 
es at  the  juncture  of  manifold  and  ex- 
haust pipes  on  front-wheel-drive  cars. 
Cohen  concedes  that  this  heavy  depen- 
dence on  Detroit  makes  Metex  vulner- 
able at  the  moment,  but  he  still  predicts 
a  slight  improvement  over  last  year, 
when  earnings  inched  back  to  $1.3  mil- 
lion for  a  respectable  but  hardly  spectacu- 
lar 15%  return  on  equity. 

In  fact  he  would  have  had  no  trouble 
predicting  a  significant  gain  for  1980  if 
he  hadn't  outsmarted  himself  with  a  so- 
phisticated cash  management  scheme  of 
his  own  devising.  "Two  years  ago  I  de- 
veloped a  program  of  buying  high-grade 
utility  preferred  stocks  and  hedging  the 
interest-rate  price  movement  by  selling 
U.S.  T-bond  futures,"  Cohen  says,  with 
just  a  hint  of  pride  in  his  voice.  "Through 
Dec.  1,  1979  I  managed  to  offset  about 
$350,000  of  preferred  stock  losses  with 
about  $340,000  of  hedge  gains."  But 
since  Dec.  1  that  hedge  has  stopped 
working  because  preferred  stock  prices 
have  virtually  collapsed.  "We're  going  to 
have  a  whopping  loss  on  that  program  in 
the  first  quarter,"  he  says.  "I  was  just  too 
stubborn  to  admit  the  program  wasn't 
working  any  longer." 

How  could  Cohen  possibly  predict  an- 
other year  of  recovering  earnings  at  Me- 
tex when  the  news  from  Detroit  seems 
to  get  worse  with  every  passing  day? 
"Because  air-pollution  standards  are 
changing  again  for  the  1981  model  year," 
Cohen  replies.  "There's  a  whole  new 
catalyst  technology  coming  for  a  three- 
way  catalyst,  so  you're  using  more  cata- 
lyst elements  per  car.  Our  first  half  will 
be  horrible,  but  in  the  second  half  we  get 
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hig  increments  of  business  from  more 
catalyst  usage  and  more  Thermaseals 
[the  new  Metcx  gasket].  If  Chrysler  is 
still  alive,  the  K-car  comes  in  and  that's 
400,000  or  500,000  Thermaseals.  GM  is 
going  to  build  more  X-cars  and  other 
front-wheel-drive  cars  where  our  Ther- 
maseal  is  used.  The  same  for  Ford.  Pinto 
and  Bobcat  are  going  to  be  replaced  with 
front-wheel  models.  I've  got  another  $1 
million  automotive  product  our  competi- 
tors don't  even  know  exists,  so  I  won't 
talk  about  it.  But  I've  got  the  orders  for  it. 
Our  electronics  business  is  still  growing. 
Our  chemical  process  business  might 
double  this  year.  So  knock  on  wood; 
we're  in  pretty  damn  good  shape.  You 
see,  we've  managed  in  what  looks  like  a 
rather  mundane  business  to  generate 
gross  profit  margins  in  excess  of  40% 
through  our  entire  product  line.  So 
you've  got  a  steep  rate  of  profit  growth 
once  you  pass  break-even." 

Of  course,  in  Metex'  industry  it  takes 
relatively  heavy  capital  spending  as  well 
as  innovative  engineering  and  product 
development  to  achieve  and  maintain 
those  kinds  of  margins,  and  that's  an- 
other factor  depressing  Metex  earnings 
lately.  Capital  spending  in  recent  years 
has  been  unusually  high.  From  $470,000 
in  1977,  Metex'  capital  spending  jumped 
to  $1  million  last  year.  There  will  be 
another  $1.5  million  in  spending  this 


year  and  next.  But  the  payoff  can  readily 
be  seen  in  the  highly  automated  machin- 
ery the  company  designs  and  builds. 

Al  Cohen's  involvement  in  this  aspect 
of  his  company  goes  beyond  the  usual 
pride  a  chief  executive  takes  in  his  pro- 
duction line.  He  cannot  resist  touching 
his  machines  to  demonstrate  personally 
how  clever  they  are.  "Watch  how  it 
shuts  itself  off  automatically  if  a  wire 
breaks,"  he  says,  tugging  at  a  knitted 
ribbon  of  mesh  churning  out  of  a  furious- 
ly clicking  device.  With  instant  obedi- 
ence the  machine  emits  one  last,  reluc- 
tant click  and  falls  silent.  "See,  the  ma- 
chine thinks  the  wire  is  broken  because  I 
pulled  it  out  of  line. 

"We've  been  fighting  with  this  stuff 
for  two  years  and  we're  still  only  doing 
half  a  million  dollars  a  year,"  he  says, 
picking  up  an  air  tool  muffler.  "The  trick 
is  to  get  noise  reduction  greater  than 
pressure-drop  loss.  Knitted  metal  with 
plastic  produces  a  good  tradeoff." 

Passing  a  bank  of  electronic  testing 
equipment,  Cohen  explains  that  Metex 
is  always  trying  to  turn  specialty  prod- 
ucts into  standard  product  lines  to  ex- 
pand the  market  and  lower  production 
costs.  It's  also  a  way  of  carrying  on  the 
constant,  frenetic  struggle  to  stay  ahead 
of  the  smaller  but  alert  competition, 
which  survives  mainly  by  rushing  out 
less  expensive  copies  of  Metex  innova- 
tions. How  long  does  Metex  usually  man- 
age to  have  a  product  innovation  all  to 
itself?  "Anywhere  from  six  months  to 


several  years,"  Cohen  replies.  But  to 
hen  the  universe  is  immense.  "A 
90%  of  our  product  line  were  devt 
ments  we  came  up  with  to  solve  p 
lems  our  customers  brought  to  us, 
we're  still  at  the  point  where  we  ( 
solve  all  of  those,"  he  says  briskly 
is  a  business  where  lightning  strike 
peatedly!  We  never  know  what  ordei 
a  thousand  a  year  is  going  to  turn 
another  catalyst  business. 

"Here's  something  that  may  be 
biggest  product  we've  ever  come  aero 
he  goes  on,  seemingly  swayed  by  his 
enthusiasm.  "You  ready  for  this?  Th) 
a  pile-driver  pad.  You  put  it  between 
hammer  and  the  pile.  The  pad  last] 
times  longer  than  the  best  pad  avail 
and  drives  one-and-a-third  feet  for  e) 
foot  you'd  drive  with  a  conventional 
We  call  it  Force  10.  See,  we  don't  » 
put  the  Metex  name  on  it  because 
want  to  keep  our  competitors  asleej 
as  long  as  possible." 

Al  Cohen,  who  grew  up  on  welfare 
without  a  father  in  Brooklyn's  g 
tough  Bedford-Stuyvesant  neighborh 
has  other  interests  at  47.  A  coupl 
times  a  week  he  writes  a  column 
classical  music  for  the  Woodbridge, 
News  Tribune,  for  example.  But  thei 
no  question  about  where  he  hopes  t) 
for  the  next  20  years  of  his  life — rigl 
that  chief  executive's  chair  at  M< 
looking  for  another  gold  mine  like 
product  that  scared  his  directors  bac 
1973.— Geoffrey  Smith 


Cohen  in  his  office  in  Edison,  N.J. 
"Worried?  I  was  scared  to  death 


why  Inc.  is  the  magazine 
for  growing  companies. 

Inc.  tackles  the  problems  of  running  a  small  to  mid-sized  business. 
Each  issue  is  packed  with  ideas  and  information  that  can  help  you  run  your  business  smarter. 


rs  and  Breakthroughs 

ke  decisions  rapidly  when  you  base  them  on 
:tual  knowledge  Our  editors- including 
e  nation's  keenest  business  journalists  — 
and  report  events  that  affect  your  business 

Ideas  You  Can  Use 

s,  insights  Dealing  with  people,  taking  on  the 
on.  making  the  tax  laws  work  for  you  instead 
nst  you.  Cutting  costs,  increasing  profits, 
more  work  out  of  your  work  day.  (Some  readers 
i  this  feature  alone  is  worth  the  price  of 
the  subscription ) 

Developing 
anagement  Strategy 

Id  a  management  team  The  high  cost  of  hiring 
eap  How  (and  when)  to  let  go  Getting  the 
outsiders  This  regular  column  brings  you  the 
j  of  bright,  up-to-date  thinking  on  small 
nanagement  you  just  won't  find  anywhere  else 


Success  Stories 

The  real  stories  behind  the  "P&L's."  Meet  some  of  the 
savviest  entrepreneurs  in  America.  Hear  about  their 
experiences  You'll  learn  a  lot  about  your  own  business. 
What  you're  doing  right  What  you  may  be  doing 
wrong.  What  you  might  consider  doing  next. 

Lessons... from  those 
who've  been  there 


A  CEO  who  couldn't  let  go  A  company  founder  who  found 

that  you  get  what  you  pay  for  when  you  hire.  How 
the  urge  to  merge  paid  off  for  one  company.  How  another 
fought  off  a  hostile  takeover.  And  how  a  third 
survived  bankruptcy 


Problem  Solving 


Money,  Taxes  and 
Financial  Management 


Inc.  shows  you  what  to  do  when  things  get  tough.  When 

a  giant  invades  your  territory  with  lower  prices. 
When  you  have  to  go  back  to  your  backers  for  more  cash. 
When  a  key  man  leaves  for  the  competition.  When  a 
key  customer  won't— or  can't  — pay  on  time. 
Whatever  problems  you  face.  inc.  will  help  you  zero-in  on 
a  solid  course  of  action. 


Financing  your  growth,  finding  fresh  capital,  buying  vs.  leasing,  protecting 
your  income  How  to  work  with  (and  evaluate)  your  accounting  firm  What  your 
accountant  won't  tell  you  And  "everyday"  decisions  you  shouldn't  make 
without  your  accountant's  advice 
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wno  to  pay  first 

when  money  is  tight 


...and  how  to  insure  you're  first  to  get  paid. 
Those  are  the  kind  of  hard-nosed  problems 
you  face  when  you  run  a  growing  company. 
Inc.  Magazine  can  help.  Each  issue  is 
packed  with  "how-to"  ideas  and  "hands-on 
advice  you  just  won't  find  anywhere 
else.  Advice  like 

□  How  to  attract  the  best  people  -  without 
outbidding  the  competition. 

□  What  you  should  ask  yourself  before  you  take 
on  a  partner. 

□  How  not  to  ask  a  banker  for  a  loan.  And  how 
to  ask  again. 

□  "Why  I  fired  my  first  three  lawyers-and  how  I 
found  a  great  one." 

□  Ingenious  (but  legal)  tax  strategies  your 
accountant  should  have  told  you  about. 

□  Six  ways  to  raise  money  you've  probably 
overlooked. 

□  Ten  sure-fire  tips  on  evaluating  job  applicants. 

□  The  high  cost  of  hiring  too  cheap. 
Executive  pay:  What's  the  take  at  the  top? 
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Inc.  stands  head  and  shoulders  above  any  other  A 
w    business  publication  that  crosses  our  desks.  J 
Jules  Leni,  President 
Comprehensive  Video  Supply  Corp. 

...an  invaluable  source  of  information.  You  are  9j 
filling  an  important  gap.  y 
Joseph  P.  Kurtz,  Jr.,  President 
PRojects 

It's  helpful  to  know  what's  working  for  others  in  y! 
similar  situations.  Specifically,  how  they're 
dealing  with  inflation,  expanding  sales,  increasing  profits 
Martin  Brusse,  President 
Rocky  Mountain  Orthodontics 

/Z  When  a  new  issue  arrives,  I  read  it  from  cover  to  9j 
W  cover.  Then  I  tear  it  apart.  I'll  send  an  article  ^ 

to  my  attorney,  another  to  my  advertising  agency, 
another  to  our  sales  manager,  and  another  will  go  into 
my  own  personal  management  file.  It's  a  useful  tool. 
Bob  Canarick,  V.P  Finance 
The  Elizabeth  Agency  Group. 
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Mergers:  What  the  groom  should  always  kno|c°f 
about  the  bride  before  the  wedding. 

□  Surviving  bankruptcy:  "We  told  the  judge  we 
could  save  our  company." 

□  All  the  things  you  probably  never  thought  of 
leasing.  But  probably  should  consider  now. 

How  to  hedge  against  soaring  interest  rates 


NO  POSTAGE 
NECESSARY 
IF  MAILED 
IN  THE 
UNITED  STATES 


I 


BUSINESS  REPLY  CARD 

FIRST  CLASS  PERMIT  NO.  2  WHITINSVILLE.  MASSACHUSETTS 


POSTAGE  WILL  BE  PAID  BY  ADP^ESSEE: 


Inc. 


Subscription  Service  Dept. 
P.O.  Box  800 
Whitinsville,  MA  01588 


NO-RISK  TRU 
SUBSCRIPT!! 
OFFER 


Try  Inc,  for  yourself -at  cwrisk 
save  50%  off  the  single  copy  rate 
Simply  enter  your  name  and  addre 
on  the  reverse  side  of  this  card  ar 
mail  today.  If  you  don't  agree  that 
lives  up  to  its  promise,  you  may  c 
your  subscription  at  any  time.  We 
promptly  refund  the  full  price  of  y( 
subscription 


Jnc 


fuel  for  action, 
not  just  food  for  thou 


its 


■I 


so 


stive  c 

■ItOt 


tit  it 


w  a  shrewd  Texas  insurance  magnate 
'rplayed  his  hand  and  ended  up  getting 
>ced  by  some  Tennessee  bond  hucksters. 

Bob  Moody 
and  the  HOGS 


By  Howard  Rudnitsky 
with  Ttedd  A.  Cohen 

m     HILE  TOTAL  COMPANY  RESULTS 

f  may  not  equal  the  records  set  in 
1978,  company  management 
pates  satisfactory  overall  results  for 
:ar."  Ho  hum!  Who  would  bother  to 
much  farther?  The  dull  drone  of 
leliberately  vague  language  is  all  too 
iar  to  investors.  It  tells  them  little, 
beware!  The  sentence  above  is 
d  verbatim  from  a  midyear  report 
d  last  August,  and  it  should  have 
i  red  flag  for  stockholders  of  Austin, 
)ased  National  Western  Life  Insur- 
Zo.  Fast-growing  National  Western 
leading  for  a  disaster  that  was  to 
le  its  stock  from  as  high  as  9%  last 

0  a  recent  3V2. 

ay  not  equal.  ..."  It  was  an  under- 
nent,  to  put  it  charitably, 
ional  Western  will  probably  suffer  a 
down  of  stockholders'  equity  from 
lillion  to  a  little  over  $15  million  in 
ban  a  year  and  it  is  negotiating  to 
ire  life  policies  to  produce  addition- 
plus  for  policyholders.  It  could  all 
:o  stockholder  suits,  an  investiga- 
y  regulatory  authorities  and  a  belat- 
iclean  opinion  by  Peat,  Marwick, 
lell  &.  Co.,  National's  auditors, 
me  sense,  National  Western  was  a 

1  of  the  collapsing  bond  market.  But 
in  one  sense.  Far  worse,  it  was  a 
i  of  daringly  speculative  moves 
with  the  approval  of  the  company's 
r  boss,  Robert  L.  Moody,  who  quiet- 
signed  as  National  Western  chief 
tive  officer  in  March.  Moody  has 
:d  to  talk  to  Forbes.  A  wealthy,  45- 
)ld  entrepreneur,  Moody  is  a  mover 
baker  in  Texas.  In  the  early  Sixties 
it  together  National  Western  with 
(rented  life  interest  in  $14  million 
uilt  it  up  through  a  score  of  acquisi- 
into  a  $350  million  (assets)  life  in- 
ce  company.  Moody  now  owns 
of  its  class  A  common  stock  and 
of  its  class  B  stock,  which  elects 


two-thirds  of  the  board  of  directors. 

Moody  was  proud  of  National  West- 
ern's record — and  as  everybody  knows, 
pride  often  goeth  before  a  fall.  Not  satis- 
fied with  simple  insurance  company  re- 
turns, National  Western's  management 
had  a  strategy  whereby  ordinary  invest- 
ment returns  could  be  leveraged  into  su- 
per-returns. The  company  would  arbi- 
trage against  the  interest  rate  curve,  bor- 


National  Western  Life  bead  Robert  Moody 
The  high  price  of  daring  speculation. 

rowing  short  and  investing  long.  But 
Moody  and  his  colleagues  failed  to  antici- 
pate that  short-term  interest  rates  would 
rise  above  long-term  rates. 

The  original  idea  was  simplicity  itself. 
If  long-term  government  bonds  yielded 
8.5%  and  could  be  used  as  collateral  for 
short-term  loans  at,  say,  7.5%,  a  com- 
pany could  leverage  its  returns.  It  would 
work  like  this:  You  would  buy,  say,  $1 
million  in  government  bonds  yielding 
8.5%,  and  borrow  $900,000  against 
them,  reducing  your  net  investment  to 
$100,000.  Your  total  interest  yield  would 


be  $85,000  a  year  but  your  interest  costs 
would  be  only  $67,500.  Thus  on  a  net 
investment  of  $100,000  you  would  be 
earning  $17,500.  Figure  it  out:  17'.5%  on 
your  money  without  investing  in  any- 
thing more  speculative  than  government 
bonds.  On  top  of  this,  if  interest  rates 
declined — which  Moody  and  associates 
apparently  expected — there  would  be  a 
nicely  leveraged  capital  gain  as  well.  Nice 
work  if  you  can  get  it. 

Out  of  total  assets  of  $424  million, 
National  Western  carried  $  1 50  million  in 
GNMA  and  other  government  bonds 
thus  leveraged.  Unfortunately,  short- 
term  interest  rates  began  rising  faster 
than  long-term.  Instead  of  making  a  prof- 
it, National  Western  started  showing  a 
loss.  In  the  parlance  of  the  bond  trade,  its 
"carry"  had  turned  negative.  Starting  in 
the  second  half  of  1979,  as  short-term 
interest  rates  began  first  to  creep  upward 
and  then  take  wing,  the  cost  of  carrying 
the  margined  bonds  became  increasingly 
greater  than  the  income  that  holding 
them  generated.  The  negative  carry,  by 
early  1980,  was  running  well  over  a  $2 
million  annual  rate. 

But  the  negative  carry  wasn't  the 
whole  story.  Moody  had  compounded  his 
risk  by  buying  his  bonds  with  one  re- 
gional brokerage  firm  instead  of  spread- 
ing purchases  among  a  number  of  firms, 
as  he  had  done  previously. 

Why?  Probably  Moody  thought  that  by 
becoming  an  important  customer  of 
Houston  broker  Hibbard  &  O'Connor 
Government  Securities  (a  subsidiary  of 
Hibbard,  O'Connor  &  Weeks),  he  would 
get  preferential  deals.  What  Moody  did 
not  know  was  that  the  firm  was  losing 
millions  of  dollars.  Moody  was  persuaded 
to  put  National  Western  funds  into  the 
aptly  acronymed  HOGS.  Between  No- 
vember 1978  and  May  1979  Moody  ap- 
parently invested  $4.2  million  in  HOGS 
on  behalf  of  both  National  Western  and 
the  4-M  Co.,  a  family  trust  he  managed. 
At  first  he  invested  only  $1  million  but 
soon  was  throwing  good  money  after 
bad.  The  lure?  An  annualized  interest 
rate  of  26%  when  the  prime  lending  rate 
ranged  from  10.5%  to  11.75%.  Perhaps 
Moody  felt  he  was  taking  advantage  of 
one  of  HOGS'  borrower's  temporary  dif- 
ficulty to  earn  a  high  return;  in  fact, 
HOGS  was  taking  him  to  the  cleaners, 
the  SEC  alleges. 

What  was  HOGS  doing  with  the  mon- 
ey? Essentially  the  same  as  National 
Western  and  Moody:  betting  on  an  up- 
turn in  the  bond  market.  But  as  the  bond 
market  continued  to  run  against  it, 
HOGS  apparently  used  already-margined 
securities  belonging  to  National  Western 
and  4-M  as  its  own  capital. 

Last  Memorial  Day  weekend,  the  SEC 
says,  HOGS'  bosses  met  with  Moody  to 
break  the  bad  news.  They  had  been  de- 
frauding him,  one  of  their  best  custom- 
ers. Their  message  boiled  down  to  this: 
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Moody  and  his  company  were  no  longer 
HOGS'  creditors;  they  were  now  HOGS' 
partners.  If  HOGS  failed,  the  Moody  out- 
fits would  have  to  pay  the  brokerage 
firm's  debts  in  order  to  redeem  their  own 
securities.  Cornered,  Moody  agreed  to 
lend  HOGS  a  fresh  $5.1  million. 

Alas,  the  bond  market  kept  descending. 
By  late  last  summer,  the  game  was  up.  To 
keep  HOGS  afloat,  Moody  agreed  in  Sep- 
tember to  convert  National  Western's 
loans,  totaling  some  $8  million,  into 
HOGS  equity.  Moody  then  wrote  that 
investment  down  to  $2.2  million.  The 
SEC  is  suing  HOGS  and  its  former  man- 
agers for  fraud  and  the  government  agen- 
cy is  counting  heavily  on  winning  to  help 
push  Congress  into  regulating  the  U.S. 
government  securities  industry. 

In  retrospect  it  is  hard  to  understand 
why  Moody  put  himself  in  bed  with 
HOGS.  He  should  have  known  that 
HOGS'  parent,  Houston-based  Hibbard, 
O'Connor  &  Weeks,  had  a  somewhat 
shady  past.  Started  in  Memphis,  Tenn. 
in  1967,  it  moved  to  Houston  just  as  the 
Tennessee  Municipal  Securities  Board 
was  set  up  to  crack  down  on  fraudulent 
municipal  bond  dealers.  In  Houston  it 
continued  high-pressure  sales  tactics, 
concentrating  on  selling  municipal 
bonds  to  small-town  banks  and  institu- 
tions— customers  who,  as  one  investiga- 
tor put  it,  "are  not  likely  to  complain  if 
they  get  screwed."  In  1976,  after  discus- 


What's  one  insurance  company  more  or  less? 


Now  that  Robert  L.  Moody  has  relinquished  his  job  as  CEO  of  Natio 
Western,  don't  worry  that  he  will  be  reduced  to  a  life  of  coupon-clipp 
indolence.  His  family  background  virtually  guarantees  that  he  won't. 

Quite  a  background  it  is.  The  Moodys,  who  came  to  Texas  from  Virginia  j 
before  the  Civil  War,  when  nearby  Houston  was  a  piddling  cow  town,  are  on« 
three  families  that  have  dominated  Galveston,  Tex.  for  over  a  century.  (1 
other  two  are  the  Sealys  and  the  Kempners.)  One  of  many  accretions  to 
Moody  fortune  over  decades  was  control  of  huge  ($2.5  billion  assets,  $3 
million  equity)  American  National  Insurance  Co.  of  Galveston,  founded  in  1$ 
by  Robert  Moody's  now  deceased  grandfather  William. 

American  National  is  controlled  mainly  through  little  ($85  million  asse  % 
Moody  National  Bank  of  Galveston,  which,  as  trustee  for  various  trusts  set 
by  William  Moody  and  his  wife,  votes  nearly  1 2  million  of  American  Nation. 
31  million  shares.  The  only  other  large  holder  is  the  Moody  Foundation,  w 
7.7  million  shares.  The  bank  trusts  plus  the  foundation  thus  have  64%  contr 

And  Robert  Moody?  Back  in  late  1978  he  persuaded  the  foundation — w 
approval  by  a  Texas  court — to  sell  him  the  foundation's  51%  block  of  Moc 
National  Bank  shares  for  $4.6  million.  A  year  before,  he  had  urged  his  au 
Mary  Moody  Northen,  then  86,  to  name  his  brother  Shearn  Moody  as  one  Jaa 
three  foundation  trustees  when  a  spot  opened.  So  through  the  bank  Rob 
Moody  now  controls  the  largest  American  National  block,  while  with 
brother  Shearn  he  controls  the  foundation  with  the  second  largest  block. 

True,  a  condition  was  attached  to  the  foundation's  sale  of  the  Moc 
National  Bank  stock  to  Robert  Moody:  The  foundation  retained  the  right 
vote  the  shares  until  mid- 1984.  But  does  that  matter,  when  Robert  Moody  a 
effectively  controls  the  foundation?  As  American  National's  proxy  statem'  re- 
issued last  month  indicates,  "Robert  Moody  now  exercises  effective  contro 
such  bank."  And,  it  might  have  added,  effective  control  of  American  Natiorfcj  \ 
So  nothing  is  lost  but  pride  now  that  he  is  not  National  Western  CEO.— hr 


w 


Energy  -  Water  -  Food  -  Chemicals 


Fuel  for  transportation 


Air  conditioning  for  comfort  and  high  produ 


j  with  the  Texas  State  Securities 
i,  the  SEC  moved  in  and  ordered  an 
nistrative  proceeding  against  the 
it  firm  and  several  employees, 
ng  the  allegations  were:  fraudulent 
mier  transactions,  conducting  inter- 
business  without  registering  and 
tion  of  reporting  requirements.  The 
jrage  firm  was  allowed  to  settle,  but 
ier  Philip  S.  Hibbard  was  barred  for  a 
from  associating  with  any  regis- 
broker  or  dealer.  Hibbard  sold  out 
75  and  now  sells  burglar  alarm  sys- 
in  Houston.  John  M.L.  Osborne, 
ard,  O'Connor  &  Weeks'  former 
dent  and  CEO,  now  being  sued  by  the 
was  suspended  for  60  days  but  was 
back  in  business.  Osborne  is,  accord- 
)  Houston  competitors,  an  expert  on 
lard  sell.  One  dealer  claims  that 
S'  sales  manager  would  tack  $100 
on  a  board  as  a  reward  to  the  first 
man  jthe  best  made  over  $400,000  a 
to  unload  a  particular  series  of  bonds. 
77,  Osborne's  first  year  as  president, 
icome  jumped  75%,  to  $1.4  million, 
e  newer  methods  of  bond  trading, 
delayed  delivery  contracts  and  for- 
delivery  of  GNMA  securities, 
:d  an  excellent  sales  tool  for  HOGS' 
salesmen.  Many  took  the  bait — in- 
ng  Moody's  National  Western  and 
Vlarion  (Ore.)  County  investment 
now  suing  HOGS  for  negligence  in 
)  million  suit. 


The  loss  of  most  of  the  investment  in 
HOGS  was  bad  enough,  but  meanwhile 
the  negative  carry  was  growing  and  pa- 
per losses  on  National  Western's  bond 
portfolios  were  mounting.  Two  months 
ago,  National  Western's  board  said, 
"Enough."  It  insisted  Moody  sell  bonds 
and  book  some  of  the  paper  losses.  He 
unloaded  $64  million  worth  at  a  loss  of 
$15  million.  All  told,  National  Western's 
equity  capital  could  dwindle  from  $53 


National  Western's  board 
said,  "Enough."  It  insisted 
Moody  sell  bonds.  .  .  .  He  un- 
loaded $64  million  worth  at  a 
loss  of  $15  million. 


million  to  an  estimated  $15  million. 

With  the  situation  out  in  the  open, 
National  Western's  hitherto  compliant 
board  finally  took  the  bit  in  its  teeth.  In 
March,  Moody  relinquished  his 
$200,000-a-year  job  as  chief  executive 
but  remained  as  chairman. 

But  weep  not  for  Robert  L.  Moody.  He 
still  has  a  $180,000-a-year  pension  when 
he  retires  and  a  profit  on  his  National 
Western  stock,  which  he  acquired  for 
well  below  today's  price  when  he  started 
the  company.  Moody  has  other  interests, 
including  control  of  an  oil-rig  services 
firm.  He  owns  some  413,000  shares  of 


another  large  Texas  life  insurance  com- 
pany, Galveston's  American  National 
Life.  The  Moody  family  (see  box)  also 
controls  the  Moody  Foundation  (nearly 
$200  million  in  assets). 

The  real  victims,  then,  are  National 
Western's  outside  shareholders,  especial- 
ly those  who  have  purchased  the  stock  in 
recent  years.  Where  were  National's 
auditors,  Peat,  Marwick,  Mitchell? 
Shouldn't  they  have  insisted  upon  more 
disclosure  in  the  1978  annual  report?  The 
auditors  invoke  auditor-client  privilege, 
from  which  National  refused  to  release 
them.  What  about  the  Colorado  insur- 
ance division?  (National  is  domiciled  in 
Colorado.)  The  division's  J.  Richard 
Barnes  replies:  "They  didn't  do  anything 
wrong.  Those  government  bonds  were 
good  assets."  He  adds,  of  the  whole  lever- 
aged bond  caper:  "A  little  unusual,  but 
perfectly  legal." 

Defending  his  position  further,  Barnes 
asks,  rhetorically:  "What  were  we  sup- 
posed to  do?  Tell  them  what  to  do? 
There's  too  much  regulation  in  this 
country  already." 

Maybe  so,  but  such  situations  only  fuel 
the  demand  for  more  government  regula- 
tion and  supervision  of  business.  And 
they  raise  a  tough  question:  How  was 
Moody  permitted  to  create  the  illusion  of 
having  a  great  growth  company  without 
informing  shareholders  of  the  huge  risks 
he  was  taking  to  make  it  so?  ■ 


Dmfort  -  and  Marley 


Marley  doesn't  produce  or  manufac- 
ture any  of  these  vital  products  and 

services  but  Marley  is  involved. 

In  the  intricate  operations  that  result 
in  electricity,  drinking  water,  gasoline, 
chemicals  of  all  kinds  and  the  very 
food  on  your  table. 
Eight  operating  subsidiaries  provide 
cooling  towers,  ground  water  supply, 
surface  condensers,  pumps,  high 
pressure/temperature  shell  and  tube 
heat  exchangers,  deaerators,  potable 
water  treatment  equipment,  feedwater 
heaters  —  for  electric  generation,  in- 
dustry, air  conditioning,  agriculture 
and  municipal  use. 
All  designed,  built  and  serviced  with 
the  customer  in  mind. 
For  our  corporate  brochure  and  more 
information  write  to 
Corporate  Communications, 

The  Marley  Company 
5800  Foxridge  Drive/P.O.  Box  2912 
Mission  Kansas  66201  (Kansas  City,  Mo.) 


Chemicals 


MARLEY 


People  Meeting  The  Challenge 

C-380 


THE  FORBES  500'S 


i  year,  for  a  change,  everything  was  up  for  the  top  500  U.S. 
npanies,  even  the  stock  market.  But  the  gains,  all  of  them,  were 
isiderably  less  than  meets  the  eye. 


has  been  at  least  several  years  since  the  major  U.S. 
>mpanies — the  top  500  in  sales,  profits,  assets  and  stock 
larket  value — seemed  to  be  marching  to  the  same  drum- 
)ut  last  year  that  was  the  case,  to  judge  from  the  percent- 
creases  recorded  for  each  of  the  four  categories  as  com- 
with  those  of  the  preceding  year.  The  figures: 


Sales 

Profits 

Assets 

Market  Value 


1979 
+  18.8% 
+22.6 
+  13.8 
+  15.9 


1978 
+  13.0% 
+  15.4 
+  13.1 
+  3.0 


:ice  the  symmetry:  The  percentage  increases  for  three  of 
ur  are  fairly  close,  the  only  one  clearly  out  of  step  being 
.  For  those  who  said  the  stock  market  was  dead,  these 
s  arc  an  embarrassing  contradiction:  Unlike  in  1978, 
stock  values  increased  hardly  at  all,  they  rose  nearly  16% 
:ar. 

3  reason  why  the  beautifully  symmetric  improvement  of 
:onomy,  as  suggested  by  these  figures,  is  less  beautiful 
t  might  be  is  inflation  itself,  a  kind  of  great  leveler  that 
ss  the  value  of  all  dollar  figures  indiscriminately.  With 


the  average  rate  of  inflation  last  year  running  at  an  alarming 
1 1.3% — calculated  by  taking  the  rate  actually  in  effect  for  each 
month  of  the  year  and  then  averaging  the  periods — the  real 
value  of  a  dollar  of  profit  in  1979  was  not  as  great  as  it  had  been 
in  1978,  and  neither  was  a  dollar  of  sales  nor  a  dollar  of  stock 
market  value.  Factoring  out  inflation,  then,  stock  prices  rose 
only  about  4.6%  and  the  earnings  gains  over  the  previous  year 
shrink  considerably. 

One  of  the  most  important  drawbacks  of  inflation  is  that  it 
continually  tends  to  deceive  us  in  our  interpretation  of  eco- 
nomic statistics.  There  is  a  tendency  inevitably  to  look  at 
General  Motors'  sales  gain  of  nearly  5%  measured  in  dollars  as 
a  modest  gain — not  as  the  absolute  loss  that  it  was  when 
adjusted  for  1 1.3%  inflation;  and  Sears,  Roebuck's  0.7%  "gain" 
was,  in  fact,  a  disaster. 

The  Forbes  500s  and  all  such  compilations  are  snapshots 
that  freeze  the  economy  in  some  past  moment.  They  do  not 
mirror  the  present — much  less  predict  the  recessionary  future 
into  which  we  seem  to  be  heading.  Since  the  year  ended  to 
which  these  statistics  apply,  the  stock  market  has  already 
given  up  a  major  part  of  its  gains,  and  when  the  1980  tally  is 
complete  12  months  from  now  nearly  all  of  the  numbers  will 
be  down — with  the  possible  exception  of  the  inflation  rate. 
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THE  FORBES  SALES  500 


The  top  500  U.S.  public  companies  taken  as  a  group  made  credita* 
gains  in  real  sales  last  year  despite  the  pervasive  presence  of  inflath 
But  there  were  orphans  aplenty  at  the  feast. 


Last  year  was  the  year  when  inflation  became  clearly 
more  important  than  salesmanship  in  determining  the 
sales  of  the  top  500  U.S.  companies.  As  a  group,  they 
reported  sales  of  $1.9  trillion,  representing  an  impressive  gain 
of  18.8%  over  the  $1.6  trillion  total  for  the  preceding  year.  But 
more  than  half  of  that  gain  resulted  from  last  year's  average 
11.3%  inflation;  adjust  for  that  and  the  real  gain  in  sales  was 
7.5%.  The  year  before,  a  dollar  gain  of  13%  adjusted  for  an 
average  7.7%  inflation  yielded  a  real  increase  of  a  bit  over  5% . 

Even  fewer  companies — 13  vs.  24 — suffered  sales  declines 
last  year,  the  largest  being  Food  Fair,  with  a  64%  dip  as  a 
consequence  of  its  partial  liquidation.  (The  biggest  decline  by  a 
manufacturing  company  was  shown  not  by  Chrysler  but  by 
Northrop,  whose  sales  were  down  13.5%  from  halving  its  F-5 
production.)  The  smallest  company  on  this  year's  sales  list  was 
Zale,  with  sales  of  $904  million.  Almost  surely,  it  will  take  $1 
billion  in  sales  next  year  just  to  make  the  list. 

In  sales  as  in  earnings,  1979  was  the  year  of  the  oil  company, 
with  Exxon  replacing  General  Motors  as  number  one  and  oil 
companies  making  up  half  of  the  top  ten  companies.  Those  top 
five  oil  companies  racked  up  sales  gains  averaging  31%  last 
year,  compared  with  a  gain  of  only  5%  for  the  top  five  nonoil 
companies,  but  that's  no  surprise. 
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Rank 
1979  1978 


% 

Change 
Sales  Over 
Company  ($000,000)  1978 


1  2  Exxon  79,107  31.1 

2  1  General  Motors  66,311  4.9 

3  4  American  Tel  &  Tel  45,408  10.8 

4  5  Mobil  44,721  28.7 

5  3  Ford  Motor  43,514  1.7 


To  be  sure,  oil  companies  were  by  no  means  the  only  s 
revenue  performers  last  year.  Minerals  and  trading  comp 
like  Engelhard  Minerals  (up  78%)  did  very  well.  So  di 
banks  like  Citicorp  (up  44.3%)  and  BankAmerica  (up  3f 
counting  operating  income  as  equivalent  to  sales.  Bu 
cannot  study  the  list  without  being  impressed  by  the  nd 
of  major  U.S.  companies  or  even  entire  industries  that 
nowhere  near  keeping  up  with  inflation.  An  obvious  case 
auto  industry,  where  Ford  could  muster  a  sales  gain  ol 
1.7%,  and  even  mighty  GM  is  up  under  5% — in  an  1 
inflationary  economy.  Among  the  big  retailers,  only 
worth  (up  11.2%)  made  a  really  creditable  showing.  < 
redoubtable  Sears  had  a  puny  0.7%  sales  gain. 
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THE  FORBES  SALES  500 


%  %  % 

Change  Change  Change 

ink  Sales      Over  Rank  Sales      Over  Rank  Sales  Over 

1978  Company       ($000,000|    1978  1979  1978  Company       ($000,000)    1978  1979  1978  Company       ($000,000)  1978 


6 

Texaco 

38,350 

34.1 

61 

60 

Monsanto 

6,193 

23.4 

116 

150 

Mfrs  Hanover 

3,847 

46.6 

8 

Standard  Oil  Calif 

29,948 

28.9 

62 

53 

Rockwell  Intl 

6,176 

9.0 

117 

90 

UAL 

3,832 

-1.5 

12 

Gulf  Oil 

23,910 

32.3 

63 

61 

Philip  Morris 

6,144 

23.7 

118 

120 

Loews 

3,831 

18.3 

7 

Sears  Roebuck 

23,660 

0.7 

64 

71 

Chase  Manhattan 

6,079 

36.3 

119 

383 

American  Stores 

3,786 

247.4 

9 

IBM 

22,863 

8.5 

65 

67 

Lucky  Stores 

5,816 

24.8 

120 

114 

American  Brands 

3,772 

14.5 

10 

General  Electric 

22,461 

14.3 

66 

55 

Federated  Dept  Stores 

5,806 

7.4 

121 

106 

Jewel  Companies 

3,764 

7.1 

11 

Intl  Tel  &  Tel 

21,996 

13.4 

67 

56 

General  Foods 

5,472 

1.8 

122 

1  1 1 

Champion  Intl 

3,751 

7.9 

13 

Standard  Oil  Ind 

18,610 

24.4 

68 

65 

Minn  Mining  &  Mfg 

5,440 

16.7 

123 

117 

General  Mills 

3,745 

15.5 

22 

Engelhard  Minerals 

18,080 

78.0 

69 

69 

Household  Finance 

5,311 

16.9 

124 

149 

IC  Industries 

3,735 

39.8 

16 

Atlantic  Richfield 

16,234 

32.0 

70 

78 

Gulf  &  Western  Inds 

5,288 

22.6 

125 

119 

Raytheon 

3,728 

15.1 

18 

Shell  Oil 

14,431 

30.4 

71 

63 

Firestone 

5,284 

8.3 

126 

122 

CPC  International 

3,699 

14.8 

15 

Safeway  Stores 

13,718 

9.3 

72 

84 

McDonnell  Douglas 

5,279 

27.8 

127 

118 

CBS 

3,670 

13.2 

19 

United  States  Steel 

12,929 

17.0 

73 

79 

W  R  Grace 

5,267 

22.2 

128 

116 

Inland  Steel 

3,635 

11.9 

17 

K  mart 

12,859 

8.9 

74 

73 

Georgia-Pacific 

5,207 

18.3 

129 

168 

J  P  Morgan 

3,634 

48.5 

23 

Conoco 

12,648 

33.8 

75 

80 

PepsiCo 

5,091 

18.4 

130 

123 

Teledyne 

3,585 

11.3 

21 

E  I  du  Pont 

12,572 

18.8 

76 

68 

Connecticut  General 

5,090 

9.6 

131 

151 

Schlumberger 

3,550 

35.5 

14 

Chrysler 

12,002 

-11.9 

77 

94 

City  Investing 

5,041 

32.9 

132 

139 

Fluor 

3,543 

23.6 

24 

Aetna  Life  &  Cas 

11,447 

21.1 

78 

74 

Armco 

5,035 

15.6 

133 

125 

Owens-Illinois 

3,529 

12.7 

20 

J  C  Penney 

11,274 

4.0 

79 

76 

Coca-Cola 

4,961 

14.4 

134 

131 

Super  Valu  Stores 

3,475 

14.6 

25 

Tenneco 

11,209 

27.9 

80 

82 

Deere 

4,933 

18.7 

135 

148 

United  Brands 

3,470 

27.4 

30 

Citicorp 

10,904 

44.3 

81 

72 

Winn-Dixie  Stores 

4,931 

10.9 

136 

129 

Dresser  Industries 

3,457 

13.2 

33 

Sun  Company 

10,666 

43.6 

82 

107 

Getty  Oil 

4,831 

37.4 

137 

127 

American  Home  Prod 

3,401 

11.1 

26 

General  Tel  &  Elec 

9,958 

14.1 

83 

87 

Alcoa 

4,786 

18.1 

138 

121 

Textron 

3,393 

5.0 

46 

Occidental  Petroleum 

9,555 

52.8 

84 

104 

Consolidated  Foods 

4,720 

33.5 

139 

135 

Dayton-Hudson 

3,385 

14.3 

37 

Phillips  Petroleum 

9,503 

35.8 

85 

75 

Greyhound 

4,700 

8.0 

140 

194 

Continental  Illinois 

3,376 

53.4 

38 

Bank  America 

9,450 

35.7 

86 

85 

American  Express 

4,667 

14.2 

141 

142 

Eaton 

3,360 

20.4 

27 

Procter  &  Gamble 

9,329 

15.2 

87 

86 

Ralston  Purina 

4,601 

13.4 

142 

132 

Consolidated  Edison 

3,333 

10.7 

39 

Dow  Chemical 

9,255 

34.4 

88 

95 

TRW 

4,560 

20.4 

143 

130 

Foremost-McKesson 

3,313 

8.6 

28 

Union  Carbide 

9,177 

16.6 

89 

81 

IN  A 

4,551 

7.7 

144 

136 

FMC 

3,307 

13.6 

45 

United  Technologies 

9,053 

44.5 

90 

83 

International  Paper 

4,533 

9.2 

145 

140 

Reynolds  Metals 

3,305 

16.8 

29 

Kroger 

9,029 

15.3 

91 

88 

American  Can 

4,515 

13.4 

146 

172 

Chemical  New  York 

3,292 

36.7 

40 

Intl  Harvester 

8,392 

25.9 

92 

77 

Colgate-Palmolive 

4,494 

4.2 

147 

128 

Continental  Corp 

3,253 

6.3 

31 

Goodyear 

8,239 

10.0 

93 

93 

Weyerhaeuser 

4,423 

16.4 

148 

147 

American  Airlines 

3,253 

18.9 

54 

Boeing 

8,131 

48.8 

94 

112 

Pacific  Gas  &  Elec 

4,372 

27.3 

149 

161 

Burlington  Northern 

3,250 

28.4 

36 

Eastman  Kodak 

8,028 

14.5 

95 

89 

Continental  Group 

4,370 

10.8 

150 

145 

Control  Data 

3,250 

18.7 

57 

LTV 

7,997 

52.0 

96 

98 

Trans  World 

4,334 

17.3 

151 

160 

Texas  Instruments 

3,224 

26.4 

58 

Standard  Oil  Ohio 

7,916 

52.3 

97 

115 

Allied  Chemical 

4,332 

32.6 

152 

138 

Warner-Lambert 

3,217 

11.8 

34 

Travelers 

7,889 

7.8 

98 

92 

Borden 

4,313 

13.4 

153 

157 

Pullman 

3,197 

23.8 

42 

Halliburton 

7,766 

16.9 

99 

102 

Signal  Companies 

4,293 

19.1 

154 

144 

American  Cyanamid 

3,187 

16.1 

35 

Caterpillar  Tractor 

7,613 

5.5 

100 

91 

Coastal  Corp 

4,287 

11.8 

155 

153 

Celanese 

3,146 

20.6 

49 

Union  Oil  California 

7,568 

27.1 

101 

217 

Charter 

4,250 

113.2 

156 

338 

J  Ray  McDermott 

3,145 

143.1 

44 

Beatrice  Foods 

7,468 

18.3 

102 

96 

National  Steel 

4,234 

12.9 

157 

215 

Utd  Energy  Resources 

3,134 

56.4 

43 

RCA 

7,455 

12.9 

103 

133 

Iowa  Beef  Processors 

4,216 

42.1 

158 

137 

Southern  Company 

3,128 

7.6 

41 

Westinghouse  Elec 

7,332 

10.0 

104 

113 

Fedl  Natl  Mortgage 

4,212 

26.8 

159 

155 

American  Motors 

3,117 

20.6 

47 

Bethlehem  Steel 

7,137 

15.4 

105 

108 

lohnson  &  Johnson 

4,212 

20.4 

160 

141 

PPG  Industries 

3,092 

10.7 

62 

R  J  Reynolds  Inds 

7,133 

44.1 

106 

103 

Honeywell 

4,210 

18.7 

161 

212 

El  Paso 

3,089 

52.1 

50 

Xerox 

7,027 

19.1 

107 

100 

Sperry 

4,179 

14.5 

162 

152 

NCR 

3,003 

15.0 

48 

F  W  Wool  worth 

6,785 

11.2 

108 

99 

Litton  Industries 

4,088 

11.9 

163 

154 

B  F  Goodrich 

2,988 

15.2 

64 

Amerada  Hess 

6,770 

44.0 

109 

124 

General  Dynamics 

4,060 

26.7 

164 

156 

May  Dept  Stores 

2,977 

15.3 

51 

Esmark 

6,743 

15.7 

no 

109 

Lockheed 

4,058 

16.4 

165 

213 

Texas  Eastern 

2,944 

45.2 

32 

Great  Atl  &  Pac  Tea 

6,684 

-10.5 

111 

105 

Transamerica 

4,045 

14.7 

166 

165 

Kaiser  Alum  &  Chem 

2,927 

18.7 

70 

Marathon  Oil 

6,68 1 

48.1 

112 

134 

Union  Pacific 

3,989 

34.6 

167 

159 

Boise  Cascade 

2,917 

13.3 

59 

Ashland  Oil 

6,474 

25.3 

113 

1 10 

Republic  Steel 

3,987 

14.6 

168 

175 

Eastern  Air  Lines 

2,882 

21.1 

52 

Kraft 

6,433 

13.5 

114 

101 

Bendix 

3,856 

5.7 

169 

252 

AMAX 

2,865 

63.6 

66 

Cities  Service 

6,277 

34.7 

115 

126 

Southland 

3,856 

25.3 

170 

163 

Columbia  Gas  Sys 

2,852 

16.1 
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Change 

Change 



c 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

1979  1978 

Company  ($000,000) 

1978 

1 979 

1  97K 

Company  [$000,000] 

1978 

1979 

1978 

Company  ( 

5000,000] 

171 

158 

Carnation 

2,826 

9.7 

226 

269 

Diamond  Shamrock 

2,357 

40.5 

281 

280 

Chessie  System 

1  860 

172 

173 

American  Elec  Power 

2,814 

17.8 

997 

zz/ 

ZZo 

Hercules 

2,345 

20.5 

282 

326 

Houston  Industries 

1,854 

173 

166 

Crown  Zellerbach 

2,804 

14.2 

99R 
-  — 

ZZW 

American  Intl  Group 

2,328 

17.5 

283 

300 

Williams  Companies 

1,850 

174 

170 

Burroughs 

2,785 

15.0 

990 

Oil 
ZOO 

Beneficial  Corp 

2,314 

20.7 

284 

9A^ 

Kellogg 

1,847 

175 

187 

Anheuser-Busch  Cos 

2,776 

22.8 

230 

20 1 

Rapid- American 

2,312 

.6.6 

285 

273 

| P  Stevens 

1,833 

176 

188 

Dana 

2,761 

22.6 

231 

239 

Archer  Danls  Midland 

2,298 

23.7 

286 

285 

k  /inn  i '  r *s 
r  r 

1  828 

177 

179 

Combustion  Engnrng 

2,758 

18.3 

232 

1 96 

Genl  Tire  &  Rubber 

2,295 

4.3 

287 

278 

Middle  South  Utils 

1,823 

178 

167 

Bristol-Myers 

2,753 

12.3 

233 

235 

Walter  Kidde 

2,284 

21.6 

288 

231 

NL  Industries 

1,810 

179 

176 

Pfizer 

2,746 

16.3 

234 

979 

Z '  Z 

Johns-Manville 

2,283 

38.0 

289 

310 

Digital  Equipment 

1,804 

180 

225 

Bankers  Trust  N  Y 

2,727 

41.8 

235 

•)Qg 

Whirlpool 

2,261 

8.6 

290 

287 

Houston  Natural  Gas 

1,798 

181 

169 

Commonwlth  Edison 

2,721 

1 1.4 

236 

218 

Campbell  Soup 

2,249 

13.4 

291 

303 

Dillon  Companies 

1  792 

182 

182 

Borg- Warner 

2,717 

16.8 

237 

238 

Owens-Corning  Fbrgls 

2,245 

20.7 

292 

31 1 

I     1 1  1  1  1  '<  1  Tl'lt'i'illTl 

1  792 

183 

192 

Motorola 

2,714 

22.3 

238 

242 

Ogden 

2,241 

22.2 

293 

281 

Associated  Dry  Goods 

1,783 

184 

174 

Norton  Simon 

2,705 

13.7 

239 

206 

Allied  Stores 

2,240 

6.3 

294 

290 

St  Paul  Companies 

1,783 

185 

216 

Western  Bancorp 

2,690 

34.5 

240 

267 

ENSERCH 

2,238 

32.9 

295 

286 

Olin 

1,778 

186 

209 

Kerr-McGee 

2,683 

29.5 

241 

227 

Kimberly-Clark 

2,218 

16. 1 

296 

296 

Na  t  ion  si  Distillers 

1,773 

187 

171 

Burlington  Inds 

2,676 

10.5 

242 

9  AC\ 

Eli  Lilly 

2,206 

19. 1 

297 

294 

(~* i ]  m  m inc  P n  t'i  n  p 

V    U  1111111113    1.  1  1 1^  1  1  1  v. 

1  771 

188 

186 

Albertson's 

2,674 

17.8 

243 

259 

Pacific  Lighting 

2,200 

27.4 

298 

282 

Texas  Utilities 

1,756 

189 

229 

First  Chicago 

2,646 

38.9 

244 

230 

Seaboard  Coast  Line 

2,174 

14  2 

299 

297 

SCM 

1,754 

190 

185 

Southern  Pacific 

2,626 

15.3 

245 

262 

Pillsbury 

2,166 

27.0 

300 

292 

Crum  &  Forster 

1,745 

191 

162 

IU  International 

2,619 

3.9 

246 

246 

Colt  Industries 

2,141 

18.4 

301 

298 

Clark  Equipment 

1,738 

192 

200 

Emerson  Electric 

2,614 

20. 1 

247 

224 

U  S  Fidelity  &  Gty 

2,136 

10  2 

302 

360 

ASARCO 

1  724 

193 

178 

Standard  Brands 

2,613 

10.8 

248 

268 

Levi  Strauss 

2,103 

25.0 

303 

320 

Consol  Freight  ways 

1,720 

194 

164 

Singer 

2,598 

5.2 

249 

228 

Wickes 

2,095 

9.7 

304 

308 

Revlon 

1,718 

195 

177 

Northwest  Industries 

2,580 

9.3 

250 

25 1 

Martin  Marietta 

2,061 

17.2 

305 

304 

Va  Electric  &  Power 

1,703 

196 

146 

Uniroyal 

2,575 

-5.9 

251 

243 

R  H  Macy 

2,058 

12.2 

306 

283 

Detroit  Edison 

1,699 

197 

183 

Mead 

2,570 

10.7 

252 

276 

Fuqua  Industries 

2,057 

25  2 

307 

299 

A  mf  ac 

1  689 

198 

181 

So  Calif  Edison 

2,564 

10.1 

253 

222 

Gamble-Skogmo 

2,053 

5.0 

308 

351 

Texas  Gas  Transmn 

1,687 

199 

207 

Santa  Fe  Industries 

2,556 

21.8 

254 

293 

Merrill  Lynch 

2,052 

34.2 

309 

309 

Abbott  Laboratories 

1,683 

200 

180 

Ingersoll-Rand 

2,542 

9.0 

255 

T  Q  Q 

Zoo 

Pennzoil 

2,052 

32.1 

310 

313 

Ethyl 

1,657 

201 

190 

Fleming  Companies 

2,508 

12.3 

256 

284 

Consol  Natural  Gas 

2,046 

29.0 

311 

301 

Foster  Wheeler 

1,654 

202 

221 

Amer  Natl  Resources 

2,506 

27.6 

257 

255 

Amer  Hospital  Supply 

2,039 

17  1 

312 

336 

Warnpr  f^nmmnn 

"  ill  III  1    V  W 1 1 1  1 1 1  Li  1  1 

1  648 

203 

264 

Time  Inc 

2,504 

47.5 

258 

247 

Amer  Broadcasting 

2,029 

14.9 

313 

328 

Pittston 

1,648 

204 

226 

InterNorth 

2,499 

30.2 

259 

236 

Gould 

2,029 

8.5 

314 

314 

Times  Mirror 

1,639 

205 

184 

St  Regis  Paper 

2,498 

8.6 

260 

241 

Interco 

2,024 

9.3 

315 

373 

First  Natl  Boston 

1,637 

206 

193  Pan  Am  World  Airways 

2,485 

12.7 

261 

254 

Melville 

2,023 

15  8 

316 

321 

Muloiip  ft  H vHc 

.  *  *  ii  i  <  >  1 1  l  cv  iiyui 

1  616 

207 

202 

H  I  Heinz 

2,471 

14.9 

262 

1CW 

OVJZ 

Wells  Fargo 

2,018 

35  6 

317 

33 1 

f^actlp  Jto  f  nnliP 

1  593 

208 

189 

Fruehauf 

2,451 

9.2 

9A1 

1 7  t 

Li  1 

White  Consolidated 

2,010 

21.4 

318 

344 

Rohm  &  Haas 

1,590 

209 

195 

Central  Soya 

2,448 

11.2 

264 

1 17 

Consumers  Power 

2,003 

7.3 

319 

362 

American  Petrofina 

1,587 

210 

198 

Lincoln  National 

2,445 

11.5 

9A5 

1  ^1 

Zoo 

ARA  Services 

2,002 

14.5 

320 

244 

Northrop 

1,582  \ 

211 

234 

Peoples  Energy 

2,442 

29.9 

266 

261 

Gillette 

1,985 

16  0 

321 

305 

Phila  Electric 

1,579 

212 

250 

Security  Pacific 

2,438 

38.5 

267 

1&1 
zoo 

Missouri  Pacific 

1,982 

16  4 

322 

367 

f~"rof*kpr  Mafinnul 

V.  1  \J\.  f\C  I    i  lallUllul 

1  578 

213 

232 

Kennecott  Copper 

2,434 

29.0 

9  Aft 
zoo 

Z<+0 

Allis-Chalmers 

1,973 

lis 

j  _  j 

327 

Emhart 

1,573 

214 

205 

American  Standard 

2,432 

15.2 

269 

315 

Panhandle  Eastern 

1,968 

39.5 

324 

350 

Crane 

1,573 

215 

211 

Delta  Air  Lines 

2,428 

18.4 

270 

266 

Ouaker  Oats 

1,966 

16.7 

325 

357 

Murphy  Oil 

1,569 

216 

191 

Pub  Svc  Elec  &  Gas 

2,417 

8.9 

271 

274 

Florida  Power  &  Lt 

1,934 

17.4 

326 

340 

NICOR 

1,562 

217 

199 

North  Amer  Philips 

2,409 

10.3 

272 

Zoo 

Avco 

1,932 

1 1.8 

3-27 

337  Allegheny  Lu'dlum  Inds 

1,550 

218 

204 

Carter  Hawiey  Hale 

2,408 

13.8 

273 

270 

Jim  Walter 

1,932 

15.5 

328 

319 

Zayre 

1,550 

219 

245 

Dart  Industries 

2,403 

32.0 

274 

1A.1 
oOo 

Tosco 

1,922 

64.9 

329 

317 

Chromalloy  American 

1,536 

220 

219 

Merck 

2,385 

20.3 

971; 

Z/  D 

ZV1 

Alco  Standard 

1,917 

24.4 

405 

Transco  Companies 

1,528 

221 

214 

Avon  Products 

2,378 

18.0 

276 

275 

McDonald's 

1,912 

16  3 

331 

332 

Stauffer  Chemical 

1,526 

222 

210 

Supermarkets  General 

2,373 

15. 1 

277 

260 

Scott  Paper 

1,908 

1U.O 

332 

316 

United  States  Gypsum 

1  525 

223 

341 

Tesoro  Petroleum 

2,370 

85.8 

278 

256 

Amer  Genl  Insurance 

1,886 

8.4 

333 

339 

Niagara  Mohawk  Pwr 

1,517 

224 

197 

Nabisco 

2,362 

7.5 

279 

289 

PACCAR 

1,883 

21.3 

334 

330 

Upjohn 

1,514 

225 

257 

Hewlett-Packard 

2,361 

36.6 

280 

249 

Stop  &  Shop 

1,879 

6.6 

335 

346 

Marriott 

1,510 

216 
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Extra  Thrust  for  Challenging 


THE  FORBES  SALES  500 


%  % 

Change                                                               Change  Ch 

Rank                                        Sales      Over            Rank                                        Sales      Over  Rank  Sales  C 

1979  1978             Company       ($000,000]    1978  1979  1978             Company       ($000,000)    1978  1979  1978             Company       ($000,000)  1. 


336 

335 

Sterling  Drug 

1,501 

14.2 

337 

318 

Duke  Power 

1,493 

6.9 

338 

333 

General  Fublic  Utils 

1,490 

12.3 

339 

451 

Anderson,  Clayton 

1,490 

13.7 

340 

361 

CV  tills  r  ilmUl  I N 

1  482 

26.6 

341 

306 

Grumman 

1,476 

1.4 

342 

324 

Intl  Minerals  &  Chem 

1,475 

8.1 

343 

342 

Southern  Railway 

1,467 

16.4 

344 

375 

Ryder  System 

1,455 

29.4 

345 

458 

T\t  ni*»r  ( 'nn c tni i"tt  fin 

1  U  1  III  !  V^UIISllUHIUIl 

1  454 

69. 1 

346 

295 

Squibb 

1,453 

-A.l 

347 

380 

Norfolk  &  Western  Ry 

1,449 

32.1 

348 

390 

So  Natural  Resources 

1,446 

37.3 

349 

334 

AMF 

1,438 

9.3 

350 

352 

A  F  Stalpv  Mfp 

1  435 

18.2 

351 

385 

Schering-Plough 

1,434 

32.5 

352 

345 

Corning  Glass  Works 

1,422 

13.6 

353 

347 

George  A  Hormel 

1,414 

13.6 

354 

397 

Marine  Midland  Bks 

1,412 

40.1 

355 

329 

Cpntral  &  Smith  West 

v  I  in  itii         JUUill  "tai 

1,409 

5.2 

356 

343 

Crown  Cork  &  Seal 

1,402 

11.3 

357 

325 

Oscar  Mayer 

1,397 

3.5 

358 

492 

Cooper  Industries 

1,395 

78.4 

359 

356 

Union  Camp 

1,389 

16.5 

360 

449 

MofTi*inn-K  nun  u>n 

KIU1I  191711    l\llllU3t  11 

1  366 

55.9 

361 

322 

Polaroid 

1,361 

-1.1 

362 

354 

MCA 

1,354 

14.3 

363 

376 

SmithKline 

1,351 

21.5 

364 

408 

National  Can 

1,347 

21.7 

365 

410 

Rraniff  Intl 

Uldlllll  lllll 

1  346 

38.5 

366 

355 

Walgreen 

1,345 

12.7 

367 

394 

General  Signal 

1,343 

30.4 

368 

348 

Armstrong  Cork 

1,341 

7.8 

369 

368 

Genuine  Parts 

1,337 

16.4 

370 

307 

Ficnpr  FrtrtHc 

1  336 

-8.0 

371 

366 

McGraw-Edison 

1,331 

15.3 

372 

364 

Lear  Siegler 

1,327 

14.9 

373 

372 

lack  Eckerd 

1,325 

17.1 

374 

359 

Sunbeam 

1,323 

12.3 

375 

Valpm  Fnprov 
v  tii tin  i  .n  Liiiy 

1  321 

23.0 

376 

488 

Northwest  Airlines 

1,311 

65.9 

377 

443 

Irving  Bank 

1,304 

45.9 

378 

358 

Heublein 

1,303 

9.5 

379 

392 

Louisiana-Pacific 

1,302 

24.9 

380 

413 

I  -  \\  irt  ^it  nrpc 
"«fl~i»l«$Il  Jll/IO 

1  994 

34  7 

381 

377 

Diamond  Intl 

1,283 

15.8 

382 

379 

Timken 

1,282 

15.9 

383 

398 

Phelps  Dodge 

1,281 

27.1 

384 

323 

U  S  Industries 

1,274 

-7.1 

385 

349 

Reliance  Group 

1,266 

2.1 

386 

374 

Brunswick 

1,257 

11.6 

387 

420 

Kemper 

1,247 

31.5 

388 

386 

Giant  Food 

1,243 

15.0 

389 

365 

Wheeling-Pitts  Steel 

1,242 

7.6 

390 

393 

Air  Prods  &  Chems 

1,230 

18.4 

■    Not  on  500  list  in  1978 


391 

370 

Westvaco 

1,224 

7.5 

392 

389 

Tandy 

1,215* 

14.7 

393 

425 

Commonwealth  Oil 

1,214 

30.4 

394 

387 

Safeco 

1,213 

12.5 

395 

388 

GAF 

1,213 

14.1 

396 

395 

H  F  Ahmanson 

1,211 

18.2 

397 

381 

White  Motor 

1,211 

10.5 

398 

378 

Libbey-O  wens-Ford 

1,208 

9.1 

399 

416 

Black  &  Decker 

1,205 

25.5 

400 

371 

S  ri  prwi  n.Wi  11  i  am  *; 

"III  1  Will"  »»  i  III  Jill  i 

1  196 

5.7 

401 

419 

No  Indiana  Pub  Svc 

1,196 

25.9 

402 

384 

Chubb 

1,196 

10.0 

403 

399 

Baxter  Travenol  Labs 

1,191 

18.6 

404 

409 

Chesebrough-Pond's 

1,177 

21.0 

405 

431 

Baker  International 

1  169 

27.2 

406 

■ 

Hershey  Foods 

1,161 

51.2 

407 

414 

Gt  Northern  Nekoosa 

1,158 

20.5 

408 

404 

Clark  Oil  &  Refining 

1,157 

18.5 

409 

430 

Dillingham 

1,155 

25.6 

410 

481 

St  Iflp  Mim  rtk 

1  148 

43.8 

411 

478 

Mellon  National 

1,148 

42.4 

412 

450 

Northwest  Bancorp 

1,145 

30.9 

413 

40! 

Brown  Group 

1,145 

16.4 

414 

423 

Petrolane 

1,144 

21.6 

415 

Commercial  Metals 

1,142 

63.5 

416 

463 

GK  Technologies 

1,141 

34.5 

417 

433 

Continental  Tel 

1,135 

24.2 

418 

415 

Norton 

1,133 

18.0 

419 

■ 

Cabot 

1,122 

57.4 

420 

472 

Nlnrthu/pct  Fnprpv 

1,120 

36.5 

421 

353 

Holiday  Inns 

1,113 

-7.5 

422 

■ 

First  Natl  Supermkts 

1,112 

190.7 

423 

429 

Interlake 

1,105 

19.9 

424 

422 

Waldbaum 

1,103 

17.2 

425 

400 

Roadway  Express 

1,094 

1 1.0 

426 

421 

Richardson-Merrell 

1,091 

15.4 

427 

■ 

Penn  Central 

1,087 

63.0 

428 

■ 

Superior  Oil 

1,085 

48.5 

429 

428 

Pennwalt 

1,079 

17.1 

430 

434 

HflmmpfTnill  P  jrwi 

114I1IUIC1IIU1I  1  llUtl 

1  077 

18.0 

431 

402 

Zenith  Radio 

1,075 

9.7 

432 

465 

Northeast  Utilities 

1,074 

27.7 

433 

446 

Whittaker 

1,074 

21.5 

434 

■ 

First  Intl  Bshs 

1,071 

45.4 

435 

427 

1  068 

15.8 

436 

■ 

Gannett 

1,065 

54.4 

437 

426 

Fred  Meyer 

1,060 

14.4 

438 

407 

Wetterau 

1,059 

8.8 

439 

418 

Amstar 

1,056 

10.5 

440 

Crn wn      pn  tra  1  Pptrnl 

\—  1  VJ  rr  1 1  v   t  lill  ill   I  CUUI 

1  055 

60.4 

441 

484 

First  Bank  System 

1,054 

32.4 

442 

403 

No  States  Power 

1,048 

7.0 

443 

432 

National  Tea 

1,046 

13.8 

444 

439 

Long  Island  Lighting 

1,045 

16.3 

445 

452 

Blue  Bell 

1,029 

18.0 

446 

441 

Di  Giorgio 

1,029 

1 

447 

476 

Avnet 

1,028 

2 

448 

■ 

Pitney  Bowes 

1,025 

4 

449 

440 

Allegheny  Power 

1,025 

1 

450 

■ 

Johnson  Controls 

1,024 

7 

451 

406 

Baltimore  Gas  &  Elec 

1,014 

452 

480 

AMP 

1,013 

2 

453 

444 

West  Point-Pepperell 

1,013 

1 

454 

455 

Akzona 

1,012 

1 

455 

459 

Rexnord 

1,010 

1 

456 

445 

Campbell  Taggart 

1,007 

1 

457 

469 

Sysco 

1,002 

458 

143 

Food  Fair 

1,000 

-6 

459 

457 

Ohio  Edison 

995 

1 

460 

391 

Genesco 

993 

461 

464 

Dravo 

992 

1 

462 

■ 

First  Pennsylvania 

991 

3 

463 

473 

ACF  Industries 

983 

464 

453 

Harris  Corp 

982 

1 

465 

447 

Knight-Ridder  News 

980 

1 

466 

466 

Universal  Leaf 

978 

1 

467 

■ 

Kaiser  Steel 

975 

3 

468 

■ 

Fed-Mart 

975 

4 

469 

■ 

Natomas 

967 

12 

470 

■ 

Witco  Chemical 

967 

2 

471 

■ 

Ex-Cell-O 

962 

3 

472 

495 

R  R  Donnelley  &  Sons 

958 

2 

473 

■ 

Dun  &  Bradstreet 

952 

2 

474 

■ 

Republic  of  Texas 

951 

5 

475 

■ 

Wheelabrator-Frye 

947 

5 

476 

448 

Washington  National 

947 

477 

437 

Union  Electric 

947 

478 

461 

Liggett  Group 

946 

1 

479 

474 

Harsco 

945 

1 

480 

456 

Provident  Life  &  Acc 

945 

481 

■ 

Scovill 

942 

2 

482 

■ 

Cessna  Aircraft 

939 

483 

471 

Leaseway  Transportn 

937 

1 

484 

■ 

U  S  Home 

935 

485 

467 

Western  Air  Lines 

932 

i 

486 

470 

Intl  Multifoods 

931 

1 

487 

497 

Continental  Airlines 

928 

11 

488 

486 

Revco  D  S 

928 

1 

489 

■ 

Humana 

927 

4 

490 

■ 

Public  Service  Colo 

927 

2 

491 

438 

Carolina  Pwr  &  Lt 

926 

492 

498 

Trans  Union 

923 

1 

493 

■ 

Tiger  International 

920 

3 

494 

454 

Flickinger 

920 

495 

442 

Certain-teed 

916 

496 

496 

Cyclops 

915 

I 

497 

424 

American  Financial 

913 

498 

491 

Borman's 

905 

499 

485 

Lowe's  Companies 

905 

500 

487 

Zale 

904 

1 

218 


FORBES,  MAY  1 


IME  OF  THESE  COMPANIES  HAS  LARGER 
ASSETS  THAN  ANY  OF  THE  OTHERS. 

WHICH  OHE? 


McDonald's 


Johnson  &  Johnson 


Kroger 


All  are  Forbes  500  companies. 
_  But  only  one  has  2.6  billion  dollars  in  assets.  And  grew  to 
t  size  in  19  short  years. 

The  mystery  company?  Continental  Telephone  Corporation. 

And  if  that  comes  as  a  surprise  to  you,  you  should  learn 
re  about  us. 

Like  the  fact  that  we've  quietly  become  the  third  largest 
i-Bell  telephone  company  in  America.  Serving  more  than  2,000 
imunities  in  the  United  States,  Canada  and  the  Caribbean  with 
r  3  million  telephones.  That  we've  increased  our  net  income 
)%  in  the  last  decade.  And  paid  increased  dividends  each  year 


since  our  first  declaration  in  1964. 

That  1978  revenues  and  sales  rose  17%  over  1977.  Net  in- 
come increased  21%.  And  earnings  per  common  share  climbed  17%. 

But  that's  not  all. 

Figures  for  the  first  six  months  of  1979  are  looking  even 
better.  With  net  income  up  20%  to  $56.3  million.  Revenues  and 
sales  up  18%  to  $544  million.  Earnings  per  share  up  14%  to  $1.09. 

If  you're  ready  for  more  facts  and  figures,  write  to  us  ?t 
56  Perimeter  Center  East,  Atlanta,  G A  30346. 

Continental  Telephone  Corporation. 

Don't  be  surprised  if  you're  hearing  a  lot  more  about  us. 


E  Continental  Telephone  Corporation 


Maybe  we  can't  get  there  from  here. 


Getting  there  used 
to  be  half  the  fun. 

Nowadays, 
the  fun  part  is 
about  zero. 
There's  not  even 
any  assurance 
we're  going 
in  the  right  direction, 
since  the  directions 
keep  changing. 
And  an  excess 
of  bureaucratic 
caution  sometimes 
makes  it  impossible 
to  move  at  all. 

While  some  controls 
may  help  prevent  a 
number  of  problems, 
they  also  prevent 
a  great  deal 
of  growth, innovation, 
willingness 
to  take  risks, 
motivation  to  invest, 
to  try,  to  venture, 
to  discover. 
The  paradox  is 
that  an  excess 
of  regulation  tends 
to  thwart  the  very 


free  market  energy 

that  needs 

to  be  facilitated. 

Especially  today,  in 

an  increasingly ~ 

competitive 

international 

economic 

environment. 

A  few  green  lights 

might  enable  us  al I  — 

from  companies 

like  Pullman 

to  people  like  you - 

to  apply  more  freely 

some  of  that  uniquely 

adaptive,  creative, 

common-sensible 

know-how, 

otherwise  known 

as  American  ingenuity, 

to  the  concerns 

that  face  us  all, 

all  over  the  world. 

We've  used  ours, 

for  instance, 

to  build  refineries 

in  the  desert, 

find  energy 

in  pulverized  coal, 

capture  it  in  the  form 

of  once-wasted  gas, 

and  save  it  with 

piggyback  trailers 

and  rail  cars. 

Now  let's  change 
a  few  signals. 

We've  been  seeing 
red  long  enough. 


Pullman 
Incorporated 

Engineers 
and  builders  for 
a  planet 
on  the  move. 


"Whose  idea  was  it 
to  pick  St.  Louis 
for  a  meeting!" 


■It 


Mm  \ 


StLoub 

TheNeetin^  lace 


Lambert-St.  Louis  Internationa!  Airport 

If  the  energy  crunch,  has  your  next  meeting  stalled,  come  to  the 
crossroads:  St.  Louis. 

Our  location  makes  us  less  than  two  hours  away  from  most  big  cities. 
Just  hop  a  non-stop  from  any  one  of  55  cities  coast  to  coast. 

On  the  ground,  there  are  major  hotel  and  meeting  facilities  within  20 
minutes  of  the  airport.  Along  with  3,000  rooms  right  in  the  airport  area! 

And  the  prices  may  surprise  you.  St.  Louis,  for  instance,  is  28%  less 
per  diem  than  Chicago/ 

So  get  into  high  gear  and  take  the  energy-efficient  route:  St.  Louis. 
For  more  details  call  or  write:  JohnG.  Walsh,  7900  Forsyth,  St.  Louis,  MO  63105; 
(314)  889-2813. 
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THE  FORBES  PROFITS  500 


?  good  news:  Total  profits  of  the  top  500  U.S.  companies  rose 
rply  in  1979.  The  bad  news?  It  went  mainly  to  a  favored  few. 


he  total  earnings  of  the  companies  in  the  Forbes 
Profits  500  reached  $110.2  billion  in  1979,  up  22.6% 
from  1978's  $89.9  billion.  Even  allowing  for  1 1.3%  aver- 
lflation,  that's  a  real  gain  of  over  11%,  vs.  1978's  7.7%. 

is  disturbing — though  not  surprising — is  that  things 
5  the  board  were  not  nearly  so  good  as  the  totals  suggest, 
sw  industries — oil,  mining,  defense — did  spectacularly  in 
and  their  gains  masked  so-so  results  or  outright  declines 
here.  Forty-three  companies  from  1978's  Profits  500 
:  make  it  this  time  [vs.  37  dropouts  in  1978),  and  another 
this  year's  list  suffered  declines.  Steel  had  such  a  rough 
:hat  industry  leader  U.S.  Steel  was  knocked  off  the  list, 
;h  Bethlehem,  having  taken  its  writedown  medicine  a  bit 
r  than  Big  Steel,  was  up  22.5%.  Automotive  companies 
:tably  suffered  earnings  drops:  Goodyear  was  down 
d,  Ford  26.4%,  General  Motors  17.5%.  Utilities  were  off 
e  second  straight  year,  while  fuel  price  hikes  kicked  TWA 
raniff  right  off  the  list. 

p  big  gainers  were,  of  course,  the  oil  and  gas  companies, 
l  made  up  almost  half  of  the  36  outfits  that  doubled 
lgs  last  year;  and  their  gains  were  made  on  solid  profit 
Profiteering  from  the  energy  crisis?  Last  year's  introduc- 
o  the  Profits  500  noted  the  substandard  profit  gains  of  the 
mpanies  in  1978.  Too  bad  the  knee-jerk  knockers  of  the 
try  have  such  short  memories. 


Rank 
1979  1978 

Net 
Profits 

Company  ($000,000) 

% 

(,  h.in^' 
Over 
1978 

Cash 
Flow 
($000,000) 

Cash 
Flow 
Rank 
1979 

1 

American  Tel  &  Tel 

5,674.2 

7.6 

13,903 

1 

2 

4 

Exxon 

4,295.2 

55.5 

7,698 

2 

3 

3 

IBM 

3,011.3 

-3.2 

6,113 

3 

4 

2 

General  Motors 

2,892.7 

-17.5 

5,759 

4 

5 

7 

Mobil 

2,007.2 

78.3 

3,628 

5 

6 

8 

Standard  Oil  Calif 

1,784.7 

614 

2,771 

1 1 

7 

12 

Texaco 

1,759.1 

106.4 

3,212 

7 

8 

9 

Standard  Oil  Ind 

1,506.6 

40.0 

2,842 

10 

9 

6 

General  Electric 

1,408.8 

14.6 

2,007 

18 

10 

15 

Gulf  Oil 

1,322.0 

67.1 

2,762 

12 

11 

31 

Standard  Oil  Ohio 

1,186.1 

163.5 

2,179 

15 

12 

5 

Ford  Motor 

1,169.3 

-26.4 

3,290 

6 

13 

14 

Atlantic  Richfield 

1,165.9 

45.0 

2,511 

14 

14 

13 

Shell  Oil 

1,125.6 

38.3 

2,064 

16 

15 

11 

Eastman  Kodak 

1,000.8 

10.9 

1,397 

27 

16 

16 

E  I  du  Pont 

938.9 

19.3 

1,870 

19 

17 

17 

Phillips  Petroleum 

891.1 

25.4 

1,592 

21 

18 

30 

Conoco 

815.4 

80.7 

1,521 

23 

19 

10 

Sears  Roebuck 

785.2 

-13.3 

1,393 

28 

20 

20 

Dow  Chemical 

783.9 

36.3 

1,496 

24 
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THE  FORBES  PROFITS  500 


Rank 
1979  1978 

Company 

Net 
Profits 

($()( )(),()()()) 

% 

Change 
Over 
1978 

Cash 
Flow 

($000,000) 

Cash 
Flow- 
Rank 
1979 

Rank 
1979  1978 

Company 

Net 
Profits 
($000,0001 

% 
Change 
Over 
1978 

.1 

Cash  jl 
Flow  fil 

|$000,000|  i 

21 

4 1 

Sun  Company 

699.9 

91.5 

1,398 

26 

81 

61 

Connecticut  General 

270.1 

1.4 

1,428 

22 

25 

Schlumberger 

658.4 

31.2 

866 

39 

82 

78 

PepsiCo 

264.9 

17.3 

446 

23 

22 

Minn  Mining  &  Mfg 

lO.'t 

910 

38 

83 

1 1 1 

nocKweu  inn 

it*  i  l 

47  X 

H  I  .o 

ton 

24 

19 

General  Tel  &  Elet 

645.1 

2.9 

2,038 

17 

84 

80 

Beatrice  Foods 

261.0 

17.8 

409  | 

25 

44 

Getty  Oil 

604.4 

84.4 

1,235  . 

29 

85 

71 

American  Elec  Power 

260.6 

10.3 

575  1 

20 

26 

BankAmerica 

600.2 

20.5 

988 

34 

86 

459 

ASARCO 

259. 1 

423.7 

218  I 

27 

24 

Procter  &  Gamble 

577.3 

12.8 

800 

43 

87 

76 

Avon  Products 

250.7 

10.0 

284  | 

28 

28 

Tenneco 

1  106 

32 

88 

91 

Champion  Intl 

1A7  1 

1 1  ^ 

1 

29 

29 

Xerox 

563.1 

21.1 

1,555 

22 

89 

83 

1NA 

244.6 

15.7 

725  1 

30 

■ 

Occidental  Petroleum 

561.6 

8,282.8 

1,089 

33 

90 

60 

]  C  Penney 

244.0 

-11.6 

372  1 

31 

23 

Aetna  Life  &  Cas 

559.5 

8.1 

3,162 

8 

91 

108 

Honeywell 

240.0 

32.2 

502  1 

32 

37 

Union  Carbide 

556.2 

41.1 

1,124 

31 

92 

187 

Pennzoil 

238.5 

86.1 

508  1 

33 

32 

R  (  Reynolds  Inds 

550.9 

24.7 

977 

35 

93 

88 

Transamerica 

238.5 

16.7 

598  1 

34 

27 

Citicorp 

541.4 

15.2 

818 

42 

94 

87 

Pfizer 

237.9 

15.3 

323  1 

35 

69 

Ashland  Oil 

526.3 

115.0 

654 

57 

95 

47 

NCR 

234.6 

-26.2 

348  U 

36 

72 

International  Paper 

525.3 

124.3 

578 

64 

37 

33 

Weyerhaeuser 

512.2 

24.1 

845 

40 

38 

34 

Philip  Morris 

507.9 

243 

720 

51 

39 

150 

Amerada  Hess 

507. 1 

256. 1 

842 

41 

40 

45 

Boeing 

505.4 

56.5 

637 

58 

41 

48 

Alcoa 

504.6 

61.4 

732 

46 

42 

38 

Union  Oil  California 

500.6 

31.0 

1,154 

30 

43 

21 

Caterpillar  Tractor 

491.6 

-13.2 

722 

50 

44 

35 

Pacific  Gas  &  Elec 

458.2 

14. 1 

576 

65 

45 

39 

Coca-Cola 

420.1 

12.1 

575 

66 

46 

42 

American  Home  Prod 

396.0 

13.7 

476 

83 

47 

40 

Travelers 

387.6 

4.1 

1,812 

20 

48 

64 

Union  Pacific 

382.5 

44.8 

698 

52 

49 

18 

Intl  Tel  &  Tel 

382.4 

-41.6 

2,974 

9 

50 

52 

Merck 

381.8 

24.1 

477 

82 

51 

36 

Halliburton 

377.4 

-5.0 

562 

68 

52 

102 

Intl  Harvester 

369.6 

98.0 

555 

71 

53 

■ 

Charter 

367.7 

1,479.0 

409 

109 

54 

127 

AMAX 

365.3 

128.3 

471 

84 

55 

43 

K  mart 

358.0 

4.2 

523 

73 

56 

57 

lohnson  &  lohnson 

352.1 

17.7 

511 

76 

57 

152 

Engelhard  Minerals 

349.7 

145.9 

395 

112 

58 

214 

Cities  Service 

347.5 

194.5 

795 

44 

59 

82 

American  Brands 

3473 

64.2 

331 

144 

60 

68 

Teledyne 

346.5 

38.9 

271 

189 

61 

67 

So  Calif  Edison 

346.2 

37.6 

459 

89 

62 

51 

American  Express 

345.3 

12.1 

2,591 

13 

63 

49 

Westinghouse  Elec 

331.1 

6.4 

460 

88 

64 

54 

Monsanto 

331.0 

9.4 

667 

55 

65 

59 

Eli  Lilly 

329.5 

18.8 

389 

113 

66 

56 

Georgia-Pacific 

327.0 

8.3 

610 

60 

67 

73 

United  Technologies 

325.6 

39.1 

618 

59 

68 

50 

Consolidated  Edison 

323.9 

4.6 

594 

63 

69 

140 

Kimberly-Clark 

314.4 

111.3 

358 

124 

70 

63 

Deere 

310.6 

17.3 

414 

108 

71 

66 

Burroughs 

305.5 

20.6 

559 

69 

72 

99 

Chase  Manhattan 

303.0 

55.3 

529 

72 

73 

46 

Commonwlth  Edison 

296.7 

-7.6 

522 

74 

74 

98 

Marathon  Oil 

295.3 

49.8 

654 

56 

75 

65 

J  P  Morgan 

288.1 

12.0 

370 

120 

76 

53 

Continental  Corp 

287.2 

-5.3 

485 

80 

77 

■ 

Mesa  Petroleum 

285.6 

583.9 

465 

86 

78 

58 

RCA 

283.8 

1.9 

767 

45 

79 

79 

Bethlehem  Steel 

275.7 

22.5 

681 

53 

80 

74 

Duke  Power 

274.8 

19.1 

429 

99 

Not  on 

500  list  in  1978.  D-P 

Deficit  to  profit. 

96 

120 

SmithKline 

233.8 

42.5 

257 

97 

75 

Pub  Svc  Elec  &  Gas 

233.3 

2.0 

422 

98 

145 

Kaiser  Alum  &  Chem 

232.2 

59.6 

251 

99 

1 16 

General  Foods 

232. 1 

37.0 

309 

100 

92 

Bristol-Myers 

231.5 

14.0 

281 

101 

101 

American  Intl  Group 

231.4 

21.4 

284 

102 

81 

U  S  Fidelity  &  Gty 

229.0 

7.7 

966 

103 

89 

Dresser  Industries 

228.0 

11.8 

337 

104 

1 19 

Santa  Fe  Industries 

227.7 

37.8 

416 

105 

109 

Gulf  &  Western  Inds 

227.4 

26.0 

340 

106 

110 

Sperry 

224.1 

26.9 

455 

107 

114 

W  R  Grace 

222.6 

30.6 

430 

108 

100 

Schering-Plough 

222.3 

14.8 

257 

109 

95 

Arm  co 

221.0 

1 1.5 

419 

110 

93 

Southern  Company 

219.1 

8.7 

597 

111 

172 

PPG  Industries 

218.9 

65.7 

377 

112 

107 

Mfrs  Hanover 

211.6 

16.3 

345 

113 

94 

Texas  Utilities 

211.2 

5.2 

453 

114 

266 

Reliance  Group 

208.4 

129.1 

283 

115 

84 

Florida  Power  &  Lt 

204.7 

-3  1 

467 

116 

104 

Consumers  Power 

203.8 

10.1 

218 

117 

124 

Signal  Companies 

203.7 

26.8 

234 

118 

126 

Western  Bancorp 

203.3 

26.9 

360 

1 19 

97 

Federated  Dept  Stores 

203.2 

2.7 

361 

120 

134 

Hewlett-Packard 

203.0 

32.7 

302 

121 

115 

Emerson  Electric 

201.0 

18.5 

268 

122 

276 

Warner  Commun 

200.7 

130.5 

243 

123 

96 

CBS 

200.7 

1.3 

278 

124 

■ 

Superior  Oil 

200.3 

548.7 

518 

125 

123 

McDonnell  Douglas 

199.1 

23.6 

283 

126 

236 

Norfolk  &  Western  Ry 

198.6 

87.5 

293 

127 

137 

Raytheon 

197.2 

31.4 

310 

128 

90 

Va  Electric  &  Power 

196.5 

-3.6 

331 

129 

118 

Continental  Illinois 

195.8 

16.7 

301 

130 

113 

TRW 

194.6 

11.7 

313 

131 

105 

Phila  Electric 

194.5 

5.2 

313 

132 

62 

Dayton-Hudson 

192.1 

-27.5 

243 

133 

147 

Levi  Strauss 

191.5 

32.1 

217 

134 

195 

Continental  Group 

189.2 

52.1 

337 

135 

■ 

Litton  Industries 

188.9 

D-P 

315 

136 

122 

McDonald's 

188.6 

15.9 

311 

137 

106 

Kraft 

188.1 

2.2 

307 

138 

155 

InterNorth 

185.5 

30.9 

405 

139 

■ 

General  Dynamics 

185.2 

D-P 

383 

140 

125 

United  Telecom 

182.9 

14.1 

508 

224 
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Edgcomb  truck  is  loaded  with  metals  processed  to  customers'  exact  specifications. 


Williams  is  strengthening  its 

metals  business  today. . . 

:o  improve  tomorrows  returns. 


Edgcomb  Metals  Company,  a  Williams  subsidiary,  is  the  largest  independent  owner  and 
perator  of  metals  service  centers  in  the  United  States.  Williams  has  dramatically  increased 
le  scope  of  Edgcomb's  operations  during  the  past  five  years.  Revenues  generated  from  19 
lodern  Edgcomb  service  centers  totaled  $591  million  in  1979  compared  to  $127  million 
men  it  had  7  facilities  in  1975.  Edgcomb's  marketing  territory  has  increased  from  12  to  37 
tates  during  this  period.  Its  customer  base  has  been  broadened  substantially  and  it  has 
lcreasingly  realized  economies  of  scale,  better  market  penetration  and  other  benefits  as  a 
ssult  of  its  aggressive  expansion  and  improvements  program. 

Edgcomb  serves  a  growing  market.  The  larger  metals  service  center  companies,  such 
s  Edgcomb,  expect  to  gain  greater  market  share  in  their  industry  during  1980.  Because  of 
s  broad  lines  of  products  and  processing  capabilities,  the  efficiencies  Edgcomb  offers 
letals  users  is  even  more  apparent  during  a  period  of  inflation  and  high  interest  rates. 

Williams  is  more  than  a  metals  company.  It  is  a  leader  in  fertilizer  and  energy  as  well. 
\fe've  also  strengthened  these  businesses  and  achieved  a  more  favorable  overall  corpo- 
ate  balance.  Our  strategy  is  paying  off  in  the  form  of  improved  returns,  as  reflected  by  the 
scent  increase  in  our  annual  dividend  rate. 

To  learn  more  about  Williams  (WMB-NYSE),  our  balanced  diversity  and  our  strong 
arnings  picture  for  the  '80s,  write  Lawrence  R.  Francisco,  manager-investor  relations,  The 
Villiams  Companies,  One  Williams  Center,  Tulsa,  OK  74172.  


Williams  is  worth  watching  in  the  '80s. 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 


How  an  industrial  product 
from  Colt  Industries  will 
help  the  next  generation 
of  Boeing  jets  take  off. 


service  in  1 


nose  and  main  landing  gear  supplied  by  our 
Mfenasco  subsidiary. 

The  Boeing  757  is  one  of  the  whole  new 
Boeing  family  of  fuel-efficient  commercial 
airliners.  Designed  to  compete  in  a  market 
forecast  to  total  1200  of  this  class  of  airliner 
by  the  1990s; the  standard  757  will  carry 
178  passengers  while  using  up  to  40%  less 
er  seat.  , 


ading  pr 

ear  assemones  for  the  Boeing  707,  727, 73 
and  the  new  767,  as  well  as  for  the  Lock 
heed  L-1011,  the  McDonnell  Douglas  DC-10 
and  such  military  aircraft  as  the  A-10  and 
F-16.  And  Menasco  is  another  reason  why 
Colt  Industries  is  a  leading  supplier  to  the 
industrial  sector  of  the  U.S.  economy. 

For  our  latest  f  inancial  reports,  write  Colt 
Industries  Inc.  Dept.  G,  430  Park  Avenue, 
New  York,  N.Y.  10022. 


agnets  and  coil  springs  • 
buretors  •  Chandler  Evans 
pumps.D  Crucible  special! 
seals  •  Stemco  truck  prodi 
Farnam  gasketsDMenasco 

Colt  Industries 


car- 
banks  Morse 


@ 


(re*  cy:  cling) 
wasnlteyen 

in  most  dictionaries. 

fust  13  years  ago,  all  Webster's  had  between  "recussion"  and 
"red"  was  empty  space.  A  terrible  waste. 

Today,  Reynolds  Aluminum  recycling  pays  Americans  over  4  million  dollars  a 
month.  Last  year,  Reynolds  recycled  the  equivalent  of  half  the  cans  they  made, 

some  175  million  pounds  of  aluminum. 

And  recycling  saves  energy. . .  95%  of  the 
energy  it  takes  to  make  aluminum  from  ore. 
That  means  last  year  Reynolds 
Aluminum  recycling  saved  over  a 
billion  kilowatt  hours  of  electricity. 
It  just  took  Reynolds  Aluminum 
to  get  it  started. 

Lightweight,  great  for  flavors  and  quick  to  chill, 
all-aluminum  cans  were  taking  over  the  grocery  shelves. 

So  Reynolds  Aluminum  started  something  big.  They  started  paying 
people  for  recycling,  while  making  recycling  easy. . .  building  nearly  100 
permanent  recycling  centers  and  putting  150  mobile  units  on  the  road  to  collect 
aluminum  in  over  1,000  locations  across  the  country. 

Reynolds  even  invented  the  Stay-On-Tab  which  gives  people  more  to  recycle. 

And  it  all  worked.  Consumer  recycling  has  proven  so  successful  that  now 
Reynolds  is  working  with  waste  disposal  experts  throughout 
the  world  to  find  better,  more  efficient 
ways  to  recover  and  use  aluminum 
over  and  over.  ft  Reyiwl& 

rr-        1.1  ,1  1  '    ^  AitlMlMlM 

loday,  the  country  s  largest  maker 
of  aluminum  cans  pays  millions  to 
get  them  back.  And  Webster's  has 
put  in  a  good  word  for  everyone. 

For  location  of  the  recycling  center 
nearest  you,  call  toil  free  800-228-2525. 
(In  Nebraska,  call  collect  402-572-7888.) 

Conserving  our  resources  and  energy.  Aluminum  can  and  Reynolds  does. 
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1978 
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Net 
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($000,000) 
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1979 

Rank 

1979  1978 

Company 

Net 
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($000,000) 

% 

Change 
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Flow 

($000,000) 
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Flow 
Rank 
1979 

13  0 

Io8 

Pa  Power  &  Light 

IDT  "1 
182.2 

n  3 

11.6 

184 

296 

201 

229 

Celanese 

141.0 

25.9 

354 

126 

103 

Middle  South  Utils 

182.1 

-1.8 

67 

494 

202 

202 

Mead 

141.0 

16.6 

164 

322 

135 

Loews 

182.0 

20.3 

727 

47 

203 

176 

Peoples  Energy 

140.3 

7.5 

345 

135 

161 

Texas  Eastern 

180.6 

31.6 

425 

102 

204 

186 

MCA 

139.0 

8.3 

209 

262 

178 

Missouri  Pacific 

180.2 

38.2 

272 

186 

205 

173 

Houston  Natural  Gas 

138.6 

5.5 

229 

236 

i  on 
loU 

r  w  wool  worm 

i  on  n 

2Q  1 
OfS.  1 

Til 

212 

259 

206 

445 

El  Paso 

138. 1 

172.2 

339 

137 

218 

Southern  Pacific 

179.9 

54.8 

346 

132 

207 

196 

Carnation 

138.0 

1 1.6 

184 

297 

141 

Abbott  Laboratories 

179.0 

20.4 

232 

234 

208 

193 

Safeco 

137.7 

9.7 

219 

247 

■ 

Newmont  Mining 

178.8 

424.1 

239 

220 

209 

259 

Scott  Paper 

137.1 

46.5 

225 

238 

142 

CPC  International 

1 78.7 

21.2 

268 

191 

210 

452 

Texasgulf 

136.9 

173.2 

205 

268 

l 

l  DO 

Digital  Equipment 

1  7Q  A 
1  /  o.4 

3  £  £ 

Zj.j 

3/1  7 

24/ 

~)  i  i 
2  1  1 

211 

174 

• 

Delta  Air  Lines 

136.7 

A  3 

35 1 

1  3  7 

12/ 

175 

Diamond  Shamrock 

178.1 

35.9 

351 

128 

212 

192 

Stauffer  Chemical 

136.0 

7.9 

285 

173 

162 

Martin  Marietta 

178.0 

30.9 

"  .  267 

193 

213 

260 

National  Distillers 

135.8 

45.8 

191 

289 

215 

Reynolds  Metals 

177.1 

50.3 

247 

210 

214 

282 

Ohio  Edison 

134.8 

56.7 

201 

275 

143 

Detroit  Edison 

176.0 

19.9 

322 

148 

215 

227 

Chemical  New  York 

134.7 

20.0 

245 

212 

224 

Burlington  Northern 

1  fo.O 

CI  A 

d6A 

271 

188 

216 

289 

Gannett 

134. 1 

61.3 

188 

291 

165 

Boise  Cascade 

174.9 

28.9 

291 

169 

217 

163 

Borden 

134.0 

-1.3 

257 

200 

158 

Texas  Instruments 

172.9 

23.2 

360 

123 

218 

242 

General  Reinsurance 

133.9 

30.6 

331 

142 

241 

Hercules 

172.5 

67.1 

289 

171 

219 

228 

Crown  Zellerbach 

133.5 

19.1 

255 

204 

136 

Northwest  Industries 

172.2 

14.4 

296 

166 

220 

233 

Owens-Illinois 

133.5 

22.2 

296 

164 

i  on 

i  yu 

Dart  Industries 

17  1  7 
1/1./ 

3  A  7 

24  / 

3  nn 
zUy 

221 

204 

NLT 

133.3 

10.9 

306 

160 

117 

Textron 

169.8 

1.0 

231 

235 

222 

201 

Campbell  Soup 

132.7 

9.3 

202 

271 

247 

Louisiana  Land 

169.0 

68.5 

357 

125 

223 

347 

Seaboard  Coast  Line 

132.6 

96.0 

208 

264 

130 

American  Cyanamid 

168.5 

8.0 

311 

154 

224 

225 

City  Investing 

132.6 

17.9 

557 

70 

148 

Central  &  South  West 

167.0 

16.3 

350 

129 

225 

244 

American  Standard 

132.2 

30.4 

207 

266 

ISy 

Amer  Genl  Insurance 

165.5 

11.1 

73  3 

1  IS 

49 

226 

129 

Inland  Steel 

131.1 

—1 7.2 

283 

1 77 

168 

Dana 

164.2 

22.3 

232 

233 

227 

■ 

Kennecott  Copper 

130.4 

2,500.8 

237 

224 

171 

Security  Pacific 

163.6 

23.1 

429 

100 

228 

219 

Consol  Natural  Gas 

128.3 

10.7 

296 

163 

181 

Bendix 

162.6 

25.5 

218 

251 

131 

Ralston  Purina 

128.1 

-17.2 

241 

2)9 

146 

Kellogg 

162.6 

12.1 

215 

254 

230 

223 

Avco 

128.0 

1 1.5 

338 

138 

1  or 

Houston  Industries 

1     1  0 

3  C  O 

■31/1 
o24 

1  A  6. 

231 

209 

American  Can 

12/.  6 

0.4 

t  en 

3  n7 

2U/ 

85 

Fedl  Natl  Mortgage 

161.7 

-22.6 

159 

333 

232 

226 

National  Steel 

126.5 

12.5 

280 

182 

154 

Long  Island  Lighting 

161.7 

13.9 

147 

353 

233 

198 

Baltimore  Gas  &  Elec 

126.3 

3.1 

271 

187 

133 

Household  Finance 

161.2 

5.2 

436 

94 

239 

Corning  Glass  Works 

124.9 

19.7 

158 

335 

188 

Southern  Railway 

160.6 

26.2 

292 

168 

235 

220 

Norton  Simon 

124.3 

7.3 

172 

315 

2 16 

Kerr-McGee 

l  /in  n 

3  C  A 

2  70 

1  lo 

236 

217 

Squibb 

112  7 

116.  / 

c  c 
J.D 

T  A3 
loo 

611 

132 

Lincoln  National 

159.5 

3.2 

958 

37 

237 

234 

United  States  Gypsum 

123.5 

13.2 

179 

304 

166 

Amer  Broadcasting 

159.3 

17.5 

197 

280 

238 

232 

Wells  Fargo 

123.4 

12.0 

236 

225 

191 

St  Regis  Paper 

158.5 

25.3 

259 

198 

■3  3  n 

86 

Warner-Lambert 

123.3 

-40.7 

252 

205 

156 

Niagara  Mohawk  Pwr 

156.0 

10.5 

225 

237 

240 

397 

Greyhound 

123.0 

1 10.8 

181 

302 

169 

Borg- Warner 

155.6 

16.3 

3  no 
2U2 

2/4 

241 

275 

Public  Service  Ind 

123.0 

40.2 

233 

230 

194 

Motorola 

154.3 

23.3 

265 

194 

242 

235 

Arizona  Public  Serv 

121.6 

13.9 

157 

338 

208 

Eaton 

154.1 

28.7 

26 1 

197 

243 

253 

AMP 

121.3 

24.1 

165 

321 

159 

Columbia  Gas  Sys 

153.3 

10. 1 

44 1 

93 

244 

230 

Republic  Steel 

121.2 

9.1 

244 

213 

149 

Carolina  Pwr  &  Lt 

153.2 

7.4 

348 

131 

245 

205 

Intl  Minerals  &  Chem 

120.8 

0.6 

224 

240 

121 

St  Paul  Companies 

153.0 

—6. 1 

462 

87 

246 

222 

No  States  Power 

120.7 

4.7 

332 

141 

184 

Revlon 

152.7 

18.1 

186 

292 

247 

330 

Chessie  System 

120.5 

70.8 

255 

203 

■ 

LTV 

152.1 

474.3 

307 

159 

248 

278 

PACCAR 

120.1 

38.6 

116 

401 

157 

FMC 

151.6 

7.6 

279 

183 

249 

287 

Control  Data 

1 19.3 

42.2 

275 

185 

197 

Union  Camp 

151.2 

23.2 

238 

221 

250 

327 

Merrill  Lynch 

1 18.7 

66.5 

176 

308 

182 

Upjohn 

149.5 

15.5 

195 

283 

251 

207 

• 

Union  Electric 

118.1 

—1.5 

196 

282 

170 

Ingersoll-Rand 

149.3 

12.2 

220 

245 

252 

183 

Amer  Natl  Resources 

118.0 

-8.8 

433 

97 

189 

Crum  &  Forster 

149.3 

17.7 

478 

81 

253 

216 

H  F  Ahmanson 

117.1 

-0.3 

674 

54 

200 

Panhandle  Eastern 

148.1 

21.8 

372 

119 

254 

325 

Crocker  National 

1 16.9 

62.7 

214 

256 

164 

General  Mills 

147.0 

8.2 

238 

222 

255 

199 

(ohns-Manville 

1 14.6 

-5.8 

235 

227 

1 5 1 

Times  Mirror 

146.5 

2.9 

210 

26 1 

256 

254 

Continental  Tel 

1 14  3 

17.2 

345 

134 

77 

Goodyear 

146.2 

-35.4 

427 

101 

257 

267 

May  Dept  Stores 

1 14.0 

26.7 

198 

279 

231 

Anheuser-Busch  Cos 

144.3 

29.9 

264 

195 

258 

251 

Walt  Disney 

1 13.8 

15.7 

162 

327 

210 

Time  Inc 

143.9 

20.9 

2 13 

258 

259 

295 

Bankers  Trust  N  Y 

1 13.7 

39.1 

173 

312 

144 

Safeway  Stores 

143.3 

-1.9 

328 

145 

260 

112 

Colgate-Palmolive 

113.5 

-35.3 

243 

216 
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It  storts  out  innocently 
enough. 

A  man  tunes  in  a 
football  game  and  tunes  out  his 
wifes  attempts  to  be  heard. 

A  woman  gets  so 
wrapped  up  in  her  problems  she 
barely  listens  as  her  husband 
talks  about  his  own. 

And  before  long,  without 
even  realizing  how  it  came 
about,  a  deadly  silence  starts  to 
grow  between  them. 

The  fact  is,  listening,  like 
marriage,  is  a  partnership;  a 
shared  responsibility  between 
the  person  speaking  and  the 
person  listening.  And  if  the 
listener  doesnt  show  genuine 
interest  and  sensitivity  to  what's 
being  said,  the  speaker  will  stop 
talking.  And  the 
communication  will  fail. 

Which  is  why  we  at 
Sperry  feel  its  so  critical  that  we 

all  become  better  listeners.  In  our  homes.  And  in  our  businesses. 

Weve  recently  set  up  special  listening  programs  that  Sperry  personnel 
worldwide  can  attend.  And  what  were  discovering  is  that  when  people  really  knou 
how  to  listen  (and  believe  us,  theres  alotto  know)  they  can  actually  encourage 


fa 


£  speakers  to  share  more  of  their  thoughts  and  feelings,  bringing  everyone 
oser  together. 

Which  is  of  great  value  to  us  when  we  do  business. 

And  perhaps  even  greater  value  when  we  go  home. 


We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland  farm  equipment,  Sperry  Vickers  fluid  power 
systems,  and  guidance  and  control  equipment  from  Sperry  division  and  Sperry  Flight  Systems. 


THE  FORBES  PROFITS  500 


Cash 

% 

1 

Net 

i  hange 

Cash 

Flow 

Net 

Change 

Cash 

Rank 

Prof  i  ts 

Over 

Rank 

Rank 

Profits 

i  Ivi  r 

1979 

1978 

Company 

($000,000) 

1978 

($000,000) 

1 979 

1979 

1978 

Company 

($000,000) 

1978 

($000,000) 

261 

250 

Cleveland  Elec  Ilium 

1 13.5 

14.7 

162 

325 

321 

293 

Allied  Stores 

90. 1 

9.5 

131 

262 

237 

Pacific  Pwr  &  Lt 

112.5 

6.4 

174 

310 

322 

319 

USLIFE 

89.2 

18  1 

283 

263 

1 77 

Fi.st  Chicago 

112.0 

-14.1 

222 

242 

323 

333 

Dun  &  Bradstreet 

88.8 

26.4 

117 

264 

264 

Baxter  Travenol  Labs 

1119 

22.1 

150 

344 

324 

313 

Fruehauf 

88.7 

15.7 

176 

265 

344 

Cooper  Industries 

111.8 

63.9 

151  - 

343 

325 

312 

Knight-Ridder  News 

88.4 

15.1 

122 

266 

291 

Utd  Energy  Resources 

111.7 

35.6 

214 

257 

326 

324 

G  D  Searle 

87.9 

21.8 

137 

267 

257 

Sterling  Drug 

111.6 

17.9 

173 

314 

327 

167 

American  Airlines 

87.4 

-34.9 

233 

268 

246 

Consolidated  Foods 

1  1  1.4 

10.7 

255 

202 

328 

329 

N  Y  State  Elec  &  Gas 

87.4 

23.8 

1  18 

269 

277 

Colt  Industries 

111.4 

28.0 

160 

331 

329 

307 

NICOR 

87.4 

12.6 

200 

270 

248 

Whirlpool 

110.9 

11.3 

142 

358 

330 

317 

Koppers 

86.5 

13.8 

158 

271 

320 

Natomas 

110.8 

47.1 

244 

214 

331 

442 

Resorts  Intl 

86.5 

69.4 

113 

272 

Phelps  Dodge 

110.8 

267.9 

198 

278 

332 

318 

Standard  Brands 

86.4 

13.9 

150 

273 

258 

Gillette 

1 10.6 

17.0 

179 

303 

333 

306 

Cincinnati  G  &  E 

85.7 

10.3 

124 

274 

249 

H  J  Heinz 

110.4 

11.4 

184 

298 

334 

285 

Kroger 

85.7 

1.3 

173 

275 

262 

Amer  Hospital  Supply 

109.4 

18.7 

150 

349 

335 

281 

NL  Industries 

85.7 

-0.7 

193 

276 

179 

Owens-Corning  Fbrgls 

109.3 

-16.2 

222 

241 

336 

31 1 

Capital  Holding 

84.8 

10.3 

205 

277 

240 

So  Natural  Resources 

107.4 

3.2 

235 

228 

337 

338 

Hughes  Tool 

84.6 

21.4 

133 

278 

261 

Interco 

106.7 

15.3 

133 

374 

338 

322 

Quaker  Oats 

84.5 

14.8 

140 

279 

265 

Northwest  Bancorp 

106.6 

16.4 

158 

337 

339 

304 

Potomac  Elec  Power 

84.4 

7.1 

185 

280 

296 

Louisiana-Pacific 

106.4 

30.3 

215 

255 

340 

374 

First  Natl  Boston 

84.2 

33.9 

148 

281 

255 

IC  Industries 

106.3 

9.5 

284 

176 

341 

335 

Gulf  States  Utils 

84.2 

20.0 

165 

282 

288 

Clark  Equipment 

106.1 

27.4 

140 

361 

342 

341 

Walter  Kidde 

84.1 

22.4 

118 

283 

245 

Gould 

105.9 

4.8 

161 

328 

343 

323 

Pillsbury 

83.5 

15.1 

152 

284 

479 

Murphy  Oil 

103.6 

122.3 

415 

107 

344 

387 

General  Signal 

83.3 

37.1 

106 

285 

270 

Timken 

102.1 

15.2 

168 

318 

345 

331 

Kemper 

83.2 

18.4 

415 

286 

284 

Farmers  Group 

101.7 

20.1 

159 

334 

346 

358 

Tandy 

83.2 

25.8 

104 

287 

269 

First  Bank  System 

101.7 

13.5 

152 

341 

347 

American  Petrofina 

83.2 

157.1 

131 

288 

■ 

Freeport  Minerals 

101.4 

274.2 

134 

371 

348 

321 

Central  Tel  &  Utils 

83.1 

12.5 

235 

289 

273 

Melville 

101.2 

15.0 

150 

345 

349 

345 

Ohio  Casualty 

83.0 

.  21.8 

148 

290 

252 

Beneficial  Corp 

101.1 

2.8 

386 

114 

350 

337 

Chesebrough-Pond's 

82.6 

18.5 

105 

291 

388 

Coastal  Corp 

100.5 

66.3 

269 

190 

351 

336 

B  F  Goodrich 

82.6 

17.8 

191 

292 

243 

Nabisco 

99.8 

-1.8 

146 

355 

352 

326 

Wisconsin  Elec  Pwr 

82.5 

15.3 

182 

293 

310 

Baker  International 

99.4 

28.8 

162 

326 

353 

367 

Texas  Commerce  Bshs 

82.4 

28.0 

115 

294 

348 

Hilton  Hotels 

99.3 

46.9 

121 

391 

354 

342 

Marsh  &  McLennan 

82.2 

20.5 

87 

295 

272 

lefferson-Pilot 

99.1 

12.3 

193 

285 

355 

363 

Allegheny  Power 

81.8 

25.1 

202 



296 

305 

Fluor 

98.7 

25.9 

221 

243 

356 

346 

North  Amer  Philips 

81.7 

20.1 

130 

297 

298 

Lucky  Stores 

98.1 

22.0 

178 

305 

357 

221 

Genl  Tire  &  Rubber 

81.7 

-29.3 

117 

298 

274 

(im  Walter 

98.0 

11.7 

85 

461 

358 

316 

Allis-Chalmers 

81.4 

7.0 

103 

298 

302 

Pacific  Lighting 

98.0 

23.0 

186 

293 

359 

283 

Northeast  Utilities 

80.8 

-5.6 

185 

300 

300 

First  Intl  Bshs 

97.9 

22.2 

134 

372 

360 

398 

National  Gypsum 

80.3 

37.8 

118 

301 

263 

Chubb 

97.7 

6.6 

203 

270 

361 

381 

Norton 

80.2 

29.5 

117 

302 

299 

Combustion  Engnrng 

97.6 

21.6 

181 

300 

362 

Tosco 

79.6 

319.2 

103 

303 

315 

Air  Prods  &  Chems 

97.5 

28.0 

237 

223 

363 

413 

Belco  Petroleum 

79.0 

42.1 

117 

304 

290 

Ethyl 

97.5 

17.9 

171 

317 

364 

389 

Texas  Gas  Transmn 

79.0 

30.8 

175 

305 

303 

Texas  Oil  &  Gas 

97.3 

23.3 

219 

246 

365 

361 

Duquesne  Light 

78.4 

19.2 

137 

306 

294 

Mellon  National 

96.4 

17.4 

134 

370 

366 

359 

Westvaco 

77.9 

18.1 

148 

307 

160 

General  Public  Utils 

95.8 

-31.0 

290 

170 

367 

498 

Intel 

77.8 

75.6 

125 

308 

416 

Rohm  &  Haas 

95.5 

72.7 

181 

301 

368 

Firestone 

77.7 

D-P 

296 

309 

286 

Winn-Dixie  Stores 

94.5 

12.4 

164 

323 

369 

St  Joe  Minerals 

77.6 

77.8 

195 

310 

356 

Black  &  Decker 

94.4 

42.6 

128 

384 

370 

■ 

Clark  Oil  &  Refining 

77.4 

383.2 

101 

311 

438 

ENSERCH 

93.7 

81.5 

205 

267 

371 

American  Financial 

77.4 

132.7 

287 

312 

268 

Gt  Western  Financial 

93.1 

3.8 

102 

429 

372 

404 

Tektronix 

77.2 

35.7 

96 

313 

128 

J  Ray  McDermott 

93.0 

—41.6 

321 

149 

373 

343 

American  Natl  Ins 

76.9 

12.8 

224 

314 

301 

Esmark 

92.4 

15.4 

209 

263 

374 

372 

McGraw-Hill 

76.9 

20.8 

98 

315 

292 

Illinois  Power 

91.3 

10.9 

150 

348 

375 

377 

No  Indiana  Pub  Svc 

76.9 

22.8 

151 

316 

238 

First  Charter  Finl 

90.8 

-13.8 

105 

423 

376 

362 

MGIC  Investment 

76.7 

17.0 

139 

317 

308 

Lubrizol 

90.8 

17.3 

113 

409 

377 

379 

R  H  Macy 

76.4 

22.9 

125 

318 

314 

Combined  Insurance 

90.7 

18.7 

193 

287 

378 

332 

Burlington  Inds 

76.2 

8.4 

221 

319 

354 

Gt  Northern  Nekoosa 

90.3 

35.7 

161 

329 

379 

211 

Pan  Am  World  Airways 

76.1 

^35.9 

248 

320 

271 

Northrop 

90.3 

2.1 

201 

276 

380 

349 

Natl  Detroit 

75.6 

12.1 

86 

■    Not  on 
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FORBES,  MAY  1 


GMC  SPEAKS  TO  YOU  ABOUT  PROFIT: 


YOU  COULD  BE  DOUARS 
AHEAD  WITH  A  DIESEL. 


Right  off  the  bat  we're 
going  to  tell  you:  A  medium- 
duty  GMC  diesel  truck  is  not 
right  for  every  application.  But 
if  it  happens  to  be  right  for 
/ours,  you  may  find  that  it  can 
help  save  your  business  more 
fime  and  money  than  you  ever 
thought  possible. 

•I- 


DIESELS  CAN  PAY  OFF  YOUR 
INITIAL  INVESTMENT. 

Although  the  time  it  takes 
\o  pay  off  the  added  initial 
Dost  of  a  diesel  will  depend 
jpon  your  particular  applica- 
tion, once  you  do,  its  many 
money-saving  features  are  all 
/ours  to  enjoy.  Heavy-duty  diesel 
Donstruction  means  long  life 
^nd  it's  a  fact  that 
ifetime  diesel  costs 
□re  less  than 
those 


of  a  comparable  gasoline 
engine. 


DIESELS  CAN  HELP  CUT 
FUEL  COSTS. 

Not  only  do  diesels  require 
less  fuel  to  develop  the  same 
horsepower  and  torque  as 
comparably  sized  gasoline 
engines,  they  also  idle  on 
substantially  less. 


YOU'LL  LIKE  OUR  THREE 
NEW  DIESEL  OPTIONS. 

GMC  now  offers  the  Detroit 
Diesel  Allison  "Fuel  Pincher"  and 


the  Caterpillar  3208.  And,  you 
can  order  the  Cummins  VT-225 
(not  available  in  California)  for 
delivery  after  June  1,  1980. 


DIESELS  OFFER  HIGH 
RESALE  VALUE. 

Best  of  all,  when  it  comes 
time  to  sell  your  medium-duty 
diesel,  you'll  probably  be  very 
impressed  with  its  high  resale 
value.  Talk  to  your  GMC  dealer 
about  buying  or  leasing  one 
right  away.  Because  if  it  just  so 
happens  that  a  medium-duty 
diesel  from  GMC  is  right  for 
your  application,  putting  one 
on  the  job  now  could  save  you 
a  lot  of  time  and  money— 
*  ^     down  the  road. 
k  \ 


THE  FORBES  PROFITS  500 


% 

Cash 

Net 

Changc- 

Cash 

Flow 

Net 

Changc- 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

1979 

1978 

Company 

($000,000) 

1978 

($000,0001 

1979 

1979 

1978 

Company 

|$000,000| 

1978 

($000,0001 

381 

340 

Imperial  Corp  of  Am 

74:2 

7.9 

81 

468 

441 

429 

Diamond  Intl 

61.7 

14.4 

106 

382 

373 

Provident  Life  &  Aee 

74.0 

16.4 

216 

253 

442 

461 

MGM 

61.6 

24.8 

101 

383 

297 

Florida  Power 

73.5 

-9.8 

171 

316 

443 

472 

Dayton  Power  &  Light 

61.5 

29.4 

79 

384 

351 

New  England  Electric 

73.5 

9.3 

153 

339 

444 

410 

Intl  Flavors  &  Frag 

61.5 

9.4 

74 

385 

392 

Masco 

73.1 

21.4 

94  • 

445 

445 

■ 

Mitchell  Enrgy  &  Dev 

61.5 

81.8 

146 

386 

355 

McGra  w- Edison 

72.7 

9.5 

99 

434 

446 

■ 

Homestake  Mining 

61.4 

97.8 

54 

387 

328 

Utah  Power  &  Light 

72.6 

2.1 

131 

379 

447 

423 

Ideal  Basic  Inds 

60.9 

12.0 

98 

388 

353 

Square  I) 

72.6 

8.9 

90 

450 

448 

431 

Ark  Louisiana  Gas 

60.8 

14.0 

129 

389 

383 

Northwest  Airlines 

72.5 

17.2 

202 

273 

449 

■ 

GK  Technologies 

60.8 

139.7 

54 

390 

401 

Republic  of  Texas 

72.4 

25.7 

99 

435 

450 

■ 

Commonwealth  Oil 

60.5 

D-P 

78 

391 

386 

MAPCO 

72.1 

18.6 

135' 

369 

451 

406 

Liberty  Natl  Life 

60.5 

6.5 

188 

392 

339 

Colonial  Penn  Group 

71.7 

3.3 

173 

313 

452 

464 

Petrolane 

60.2 

23.6 

107 

393 

■ 

Crown  Central  Petrol 

71.7 

284.9 

104 

425 

453 

■ 

Columbus  &  So  Ohio 

60.0 

50.6 

87 

394 

■ 

Allegheny  Ludlum  Inds 

71.5 

114.3 

110 

413 

454 

443 

Fort  Howard  Paper 

59.8 

17.5 

86 

395 

376 

Olin 

71.2 

13.4 

178 

306 

455 

378 

GEICO 

59.5 

-4.6 

79 

396 

425 

Marriott 

71.0 

30.8 

141 

360 

456 

■ 

Tesoro  Petroleum 

59.3 

90.4 

79 

396 

369 

Potlatch 

71.0 

10.7 

120 

393 

457 

446 

lack  Eckerd 

59.3 

17.1 

76 

398 

382 

GATX 

71.0 

14.6 

232 

232 

458 

460 

Boston  Edison 

58.9 

19.1 

136 

399 

309 

So  New  England  Tel 

70.5 

-8.9 

207 

265 

459 

481 

CBI  Industries 

58.7 

26.4 

94 

400 

480 

Cabot 

70.4 

51.2 

129 

382 

460 

422 

Toledo  Edison 

58.6 

7.6 

83 

401 

368 

Crown  Cork  &  Seal 

70.4 

9.4 

114 

407 

461 

■ 

NVF 

58.6 

60.6 

77 

402 

352 

San  Diego  Gas  &  Elec 

70.2 

5.0 

74 

486 

462 

476 

Cameron  lion  Works 

58.4 

23.9 

87 

403 

371 

Carter  Hawley  Hale 

69.7 

9.2 

141 

359 

463 

449 

Trans  Union 

58.2 

15.2 

160 

404 

■ 

Williams  Companies 

69.5 

440.6 

196 

281 

464 

360 

Libbey-O  wens-Ford 

58.1 

-11.7 

98 

405 

393 

Transco  Companies 

69.3 

16.4 

312 

153 

465 

366 

Cummins  Engine 

57.9 

-10.0 

90 

406 

447 

First  City  Bancorp 

68.5 

35.2 

100 

433 

466 

493 

Foremost-McKesson 

57.7 

28.8 

77 

407 

420 

Adolph  Coors 

68.4 

25.0 

126 

385 

467 

350 

Eastern  Air  Lines 

57.6 

-14.3 

242 

408 

418 

Irving  Bank 

68.3 

23.8 

80 

471 

468 

424 

Ogden 

57.5 

5.9 

1 14 

409 

■ 

American  Motors 

68.1 

182.9 

142 

357 

469 

396 

Twentieth  Century-Fox 

57.3 

-1.9 

37 

410 

409 

Heublein 

68.1 

20.5 

98 

436 

470 

441 

Rexnord 

57.3 

11.9 

81 

411 

395 

Willamette  Inds 

67.9 

14.2 

105 

421 

471 

403 

Roadway  Express 

57.2 

0.5 

112 

412 

402 

Southland 

67.5 

18.2 

134 

373 

472 

494 

Dover 

57.1 

27.3 

71 

413 

430 

Blue  Bell 

67.3 

25.6 

71 

489 

473 

437 

AmeriTrust 

57.0 

9.7 

81 

414 

457 

Sundstrand 

67.1 

34.7 

106 

417 

474 

390 

So  Carolina  E  &  G 

57.0 

-5.5 

82 

415 

■ 

H  International 

67.0 

455.7 

167 

319 

475 

432 

Penn  Central 

57.0 

7.5 

146 

416 

■ 

Fuqua  Industries 

66.6 

122.8 

107 

414 

476 

417 

Champion  Spark  Plug 

56.9 

2.8 

76 

417 

385 

Armstrong  Cork 

66.0 

8.0 

115 

403 

477 

408 

Archer  Danls  Midland 

56.4 

-0.3 

93 

418 

428 

Overseas  Shipholding 

65.9 

22.0 

106 

419 

478 

■ 

Amfac 

56.4 

33.0 

128 

419 

380 

Consol  Freightways 

65.9 

6.3 

114 

405 

479 

426 

BucvTus-Erie 

56.2 

3.5 

70 

420 

414 

Houston  Oil  &  Min 

65.7 

18.1 

211 

260 

480 

375 

Holiday  Inns 

55.9 

-11.0 

218 

421 

■ 

Pioneer 

65.6 

93.0 

136 

367 

481 

400 

Public  Service  Colo 

55.8 

-3.3 

120 

422 

456 

Gulf  United 

65.1 

30.7 

160 

330 

482 

■ 

Centl  Louisiana  Engy 

55.6 

106.1 

86 

423 

488 

Lone  Star  Industries 

64.7 

42.7 

95 

444 

483 

■ 

Cincinnati  Milacron 

55.4 

67.1 

71 

424 

399 

Seafirst 

64.4 

11.5 

96 

441 

484 

■ 

Crane 

55.0 

55.6 

133 

425 

440 

Vulcan  Materials 

63.8 

24.4 

111 

411 

485 

■ 

Hospital  Corp  of  Am 

55.0 

30.8 

123 

426 

427 

Capital  Cities  Comm 

63.8 

18.0 

78 

476 

486 

455 

Tecumseh  Products 

54.9 

10.2 

67 

427 

487 

Pitney  Bowes 

63.5 

39.8 

139 

363 

487 

■ 

Public  Service  N  M 

54.8 

46.3 

72 

428 

454 

Amsted  Industries 

63.4 

27.1 

85 

463 

488 

500 

Consolidated  Papers 

54.8 

24.9 

74 

429 

419 

R  R  Donnelley  &.  Sons 

63.3 

15.3 

106 

416 

489 

■ 

Southland  Royalty 

54.8 

28.7 

110 

430 

■ 

Nalco  Chemical 

63.3 

61.5 

83 

464 

490 

435 

Smith  International 

54.6 

4.7 

81 

431 

467 

Lear  Siegler 

63.3 

31.3 

90 

451 

491 

■ 

Hanna  Mining 

54.6 

113.7 

28 

432 

411 

Hyster 

63.1 

12.4 

76 

481 

492 

■ 

Avnet 

54.5 

37.6 

58 

433 

436 

Harris  Corp 

63.1 

20.9 

101 

431 

493 

■ 

Pittston 

54.5 

1 16.0 

150 

434 

357 

Richardson-Merrell 

63.0 

^.9 

87 

455 

494 

■ 

Ex-Cell-O 

54.2 

37.6 

79 

435 

415 

Ryder  System 

63.0 

13.8 

263 

196 

495 

405 

Liggett  Group 

53.9 

-5.2 

85 

436 

421 

White  Consolidated 

62.9 

15.4 

95 

443 

496 

334 

Emhart 

53.7 

-23.5 

88 

437 

407 

Big  Three  Industries 

62.9 

10.8 

116 

402 

497 

465 

Tucson  Electric  Pwr 

53.5 

10.5 

72 

438 

433 

Evans  Products 

62.4 

17.9 

74 

483 

498 

■ 

Hershey  Foods 

53.5 

29.1 

86 

439 

434 

Becton,  Dickinson 

61.9 

17.2 

90 

448 

499 

473 

Delmarva  Power  &  Lt 

53.4 

12.5 

96 

440 

450 

Genuine  Parts 

61.7 

22.8 

71 

492 

500 

478 

ARA  Services 

52.6 

12.4 

102 

■    Not  on 

500  list  in  1978.  D-P 

Deficit  to  prof 

it. 
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MAI  wishes 
all  its  shareholders 
many  happy  returns. 


When  investors  evaluate  a  company's 
performance,  they  look  with  particular  in- 
terest at  two  extremely  revealing  cate- 
gories, "Return  on  Shareholders'  Equity" 
and  "Return  on  Capital." 

We  invite  you  to  compare  MAI's  per- 
formance in  these  categories  with  several 
of  the  largest  companies  in  the  information 
processing  industry. 

Naturally,  we're  proud  of  our  perform- 
ance. 

And  just  as  proud  of  our  performance  in 
other  important  categories.  (For  instance, 


over  the  past  five  years  our  sales  have 
grown  at  an  annually  compounded  rate  of 
28% ,  while  our  profits  have  increased  at  a 
rate  substantially  greater.) 

If  you  would  like  the  complete  picture  of 
the  growth  of  the  MAI  companies  and  the 
extent  of  our  manufacturing,  sales  and 
service  operations  here  in  the  U.S.  and  in 
over  30  countries  internationally,  write  for 
our  Annual  Report  to:  Management 
Assistance  Inc.,  300  East  44th  Street, 
New  York,  NY  1001 7. 


Return  on  Equity  (%) 

Return  on  Capital  (%) 

Burroughs 

15.1 

15.0 

Data  General 

21.3 

17.9 

Digital  Equipment 

18.7 

15.3 

IBM 

21.2 

19.6 

MAI 

24.2 

18.8 

NCR 

16.9 

14.6 

Twelve  months  ended  December  31,1 979 


It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


THE  FORBES  ASSETS  500 


The  smallest  of  these  500  asset-rich  companies  showed  assets  pushil 
$1.5  billion.  Which  tells  its  that  while  U.S.  business  may  be  getti\ 
bigger,  it  isn't  becoming  more  concentrated. 


It  is  appropriate,  we  suppose,  that  in  times  of  rapid 
inflation  bank  assets  should  grow  faster  than  those  of 
other  enterprises;  it  is  money  that  fuels  inflation  and 
money  is  the  raw  material  of  banking.  Look  at  the  Forbes  500 
Assets  list.  Of  the  ten  largest  corporations  in  terms  of  assets, 
all  but  two  are  financial  institutions.  Not  even  the  oil  compa- 
nies can  compete:  Only  one,  Exxon,  makes  the  top  ten. 

Major  financial  companies,  their  assets  swollen  by  the  fran- 
tic business  borrowing  that  created  the  soaring  interest  rates, 
continued  to  dominate  the  assets  list  in  1979,  with  29  of  the 
top  50  companies.  Their  assets  are  responsive  to  inflation  to  a 
degree  not  characteristic  of  manufacturing  plant  and  equip- 
ment, which  are  generally  valued  and  depreciated  on  a  histori- 
cal-cost basis. 

But  the  biggest  assets  gains  in  percentage  terms  were  to  be 
explained  not  by  industry  position  but  by  the  drive  to  tack  on 
assets  through  acquisition.  The  growth  leader  in  this  year's 
assets  ranking  is  Alleghany  Corp.,  whose  merger  with  its 
longtime  affiliate  mutual  fund  manager,  Investors  Diversified 
Services,  lifted  its  assets  860%  and  vaulted  it  from  nowhere  to 
225th  place.  (Its  earnings  rose  only  70.7%,  to  $48.3  million,  not 
enough  to  make  the  Profits  500.)  Oil  and  gas  equipment  maker 
Cooper  Industries  and  conglomerate  McGraw-Edison  also  made 


% 

Change 

Rank 

Assets  Over 

1979  1978 

Company       ($000,000|  1978 

1  1 

American  Tel  &  Tel  1 13,769      10. 1 

2  2 

BankAmerica  108,389  14.2 

3  3 

Citicorp  106,371  22.0 

4  4 

Chase  Manhattan    64,708  5.8 

5  S 

Fedl  Natl  Mortgage    51,300  17.9 

the  list  with  acquisition-spurred  assets  gains  of  over  1 
The  other  side  of  acquisition  is  divestiture,  which  1 
companies  to  lose  assets.  The  top  loser  was  INA,  off  24.7 
shucking  Blyth  Eastman.  Other  shrinkers  tended  to  be 
financial  firms  (First  Pennsylvania,  Fidelcor,  Hartford  N; 
al)  or  automotive  outfits  like  Chrysler,  Firestone  and  Uni 
all  undergoing  surgery  for  removal  of  swollen  assets. 

If  there  is  a  lesson  in  the  assets  list,  it  is  this:  In  sp 
mergers  and  market  concentration,  U.S.  industry  remai 
markably  decentralized.  The  smallest  company  on  the  5( 
had  assets  of  nearly  $1.5  billion.  Think  of  it!  Five  hu 
giant  companies!  Business  power,  far  from  becoming  co 
trated,  is  probably  as  dispersed  as  at  any  time  in  recent  his 
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HATTY  ANNfl™5*1" 


It's  not  a  family  business, 
but  its  still  a  family. 


It's  Bill,  the  company's  best  salesman,  who  taught  you 
ning  or  two.  It's  Mary  Ann,  the  secretary  who  always 
nembers  your  birthday.  Co-workers  who  share  suc- 
;ses  —  and  disappointments.  For  millions  of  America's 
rkers,  it's  the  family  away  from  home  —  eight  hours  a 
i,  year  after  year. 

At  USLIFE  Corporation,  we  believe  the  well-being  of 
se  on-the-job  families  is  important  to  every  business. 
:ause  it  can  improve  productivity  — 
i  profits. 

One  way  we  help  is  by  providing 
>inesses  of  all  kinds  with  low-cost 
insurance  plans  and  other  em- 


IHLIFE 

life  is  a  family  affair 


ployee  benefit  programs.  That  has  helped  USLIFE  become 
one  of  America's  largest  life  insurers  —  and  in  just  13 
years.  And  with  ten  life  insurance  and  ten  other  financial 
services  companies  in  our  organization,  you  might  say 
USLIFE  is  a  family  of  companies.  The  family  that  can 
insure  the  family  in  your  business.  Just  look  for  the 
USLIFE  company  in  your  area. 

And  the  next  time  someone  where  you  work  has  an 
anniversary  or  a  birthday,  why  not  join 
the  celebration.  Remember,  it's  all  in 
the  family. 


USLIFE  CORPORATION 

125  Maiden  Lane.  N  Y  ,  N  Y  10038 


FAMILY  OF  COMPANIES 

Jnited  Slates  Life  Insurance  Company  'USLIFE  Life  Insurance  Company  of  California  'USLIFE  Credit  Life  •  Great  National  Life  •  Old  Line  Life  •  All  American  Life  •  General  United  Life  • 
iln  Liberty  Life 'Sooner  Life  •Security  of  America  Life 'USLIFE  Advisers,  Inc  'USLIFE  Credit  Corporation 'USLIFE  Equity  Sales- USLIFE  Financial  and  Insurance  Services 'USLIFE  Realty 
FE  Real  Estate  Services  •  USLIFE  Savings  and  Loan  Association  'USLIFE  Systems  •  USLIFETitle  Insurance  Company  of  Dallas  •  USLIFE  Title  Insurance  Company  of  New  York 


If  you  drive  in  mid-America, 
you  have  probably  driven 
witn  Esmark 


If  you  have  filled  your  gas  tank  at  any  of  the  Vickers 
service  stations  located  throughout  18  of  the  central 
U.S.  states,  you  indeed  have  "driven  with  Esmark," 
for  Vickers  is  an  Esmark  company. 

Vickers  Energy  Corporation  is  a  fully  integrated 
petroleum  company,  from  exploration  and  develop- 
ment to  refining  and  marketing.  One  of  its  major 
operating  companies  is  TransOcean  Oil,  Inc.,  which 
has  important  reserves  of  oil  and  natural  gas  in  the 
Gulf  of  Mexico,  and  the  south  and  southeast  main- 
land. Vickers  self-service  retail  outlets  are  star  per- 
formers, and  star  performance  is  an  Esmark  objective. 

Food. 

Esmark's  branded,  value-added  food  products  are 
produced  by  Swift  &  Company,  a  name  respected 
by  American  families  for  125  years.  Swift,  among 
other  achievements,  is  the  number  one  producer  of 
branded  breakfast  meats,  including  Sizzlean® 
Breakfast  Strips,  Brown  'N  Serve™  Sausage,  Lazy 
Maple®  bacon,  Firebrand®  Strips,  and  Swift 
Premium®  bacon. 

Personal  products. 

Esmark's  champion  in  this  highly  competitive  mar- 
ket is  International  Playtex,  whose  name  identifies 
more  bras  and  girdles  than  those  of  any  other  U.S. 
manufacturer.  Playtex®  household  rubber  gloves 
and  disposable  infant  feeding  systems  are  also  first 
in  the  U.S.  Playtex  hosiery  sales  have  more  than 
doubled  since  1977. 

Automotive  aftermarket. 

Esmark  serves  this  lively  market  with  not  one,  but 


two  famous  product  lines:  Jensen®  integrated  high- 
fidelity  automotive  speakers,  and  STP®  do-it-your- 
self car-care  products.  Jensen  is  the  largest-selling 
brand  in  its  field,  and  STP's  popular  packaged  prod- 
ucts are  known  and  used  in  more  than  130  countries. 
STP®  Gas  Treatment  finds  ever-increasing  favor 
with  today's  mileage-conscious  motorists. 

Chemicals  and  industrial  products. 

Esmark's  company  in  this  major  market  category  is 
Estech,  whose  popular  Vigoro®  lawn  and  garden 
care  products  are  best-sellers  from  coast  to  coast. 
The  country's  finest  golf  courses  rely  on  Estech's 
Par-Ex®  plant  nutrients  to  keep  the  greens  greener, 
and  experienced  farmers  rely  on  Estech's  Harvest 
King®  chemical  fertilizers  to  assure  maximum  yields 
of  critical  crops. 

Esmark:  seeking  continued  growth  through  intel- 
ligent service  in  the  marketplace,  and  the  quality 
products  of  its  consumer-conscious  companies. 

 Esmark's  record  justifies  its  optimism.  

Esmark  was  formed  on  the  foundations  of  Swift  & 
Company,  and  became  fully  operational  in  mid-1973. 
Its  revenues  have  increased  from  $4  billion  in  fiscal 
1973  to  approximately  $7  billion  in  1979,  and  total 
assets  have  more  than  doubled  to  $2.4  billion.  Net 
earnings  in  the  same  period  increased  from  $48.8 
million  to  more  than  $90  million.  The  dividend  per 
common  share  is  currently  $1.84,  up  from  $.60 
in  1973. 

Esmark,  Inc.,  55  East  Monroe  Street,  Chicago, 
IL  60603.  Ticker  symbol:  ESM. 
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Change  Change  Chi 

Rank  Assets      Over  Rank  Assets      Over  Rank  Assets  CM 

979  1978  Company       ($000,000)    1978        1979  1978  Company       ($000,000)    1978       1979  1978  Company       ($000,000)  ll 


6 

6 

Exxon 

49,490 

19.2 

61 

57 

E  I  du  Pont 

8,940 

10.8 

116 

101 

Bethlehem  Steel 

5,166 

7 

7 

Mfrs  Hanover 

47,675 

17.4 

62 

62 

Loews 

8,843 

14.2 

117 

1 19 

Gulf  &  Western  Inds 

5,160  1 

8 

8 

J  P  Morgan 

43,488 

12.8 

63 

61 

Union  Carbide 

8,803 

11.9 

118 

1  12 

Detroit  Edison 

5,146  I 

9 

9 

Chemical  New  York 

39,375 

20.2 

64 

58 

American  Elec  Power 

8,780 

8.9 

119 

1 10 

First  Wisconsin 

5,107 

in 

10 

Continental  Illinois 

35,790 

15.2 

65 

69 

.Phillips  Petroleum 

8,519 

22.8 

120 

121 

Wachovia 

5,097  1 

11 

1 1 

General  Motors 

32,023 

5.3 

66 

66 

Seafirst 

8,401 

16.6 

121 

124 

Union  Pacific 

5,087  lj 

12 

13 

Bankers  Trust  N  Y 

30,953 

19.7 

67 

118 

Beneficial  Corp 

8,221 

68.2 

122 

105 

| C  Penney 

5,077 

13 

15 

Aetna  Life  &  Cas 

30,228 

24.6 

68 

73 

Transamerica 

7,984 

19.1 

123 

120 

DETROITBANK 

5,067  1 

14 

16 

First  Chicago 

30,182 

25.4 

69 

70 

Lincoln  National 

7,771 

13.3 

124 

135 

Southeast  Banking 

5,028  2 

15 

12 

Western  Bancorp 

29,687 

14.4 

70 

72 

Eastman  Kodak 

7,547 

11.1 

125 

127 

Southern  Pacific 

5,025  1, 

16 

18 

Mobil 

27,506 

21.6 

17 

14 

Sears  Roebuck 

26,391 

8.0 

18 

17 

Intl  Tel  &  Tel 

26, 1 78 

12.2 

19 

20 

Security  Pacific 

24,923 

15.2 

20 

21 

IBM 

24,530 

18.1 

21 

19 

Ford  Motor 

23,510 

6.5 

22 

22 

Texaco 

22,992 

13.5 

23 

23 

Wells  Fargo 

20,593 

10.6 

24 

24 

Travelers 

1 9, 1 60 

1 1.4 

25 

26 

General  Tel  &  Elec 

18,406 

13.1 

26 

.25 

Standard  Oil  Calif 

18,095 

8.0 

27 

27 

Gulf  Oil 

17,265 

14.8 

28 

31 

Standard  Oil  lnd 

17,150 

21.6 

29 

29 

American  Express 

17,108 

16.6 

30 

32 

Irving  Bank 

16,702 

19.5 

31 

27 

General  Electric 

16,645 

10.7 

32 

33 

Crocker  National 

16, 139 

15.9 

33 

42 

Shell  Oil 

16, 127 

54.3 

34 

30 

Marine  Midland  Bks 

15,728 

10.1 

35 

34 

Connecticut  General 

14,950 

10.8 

36 

35 

Atlantic  Richfield 

13,833 

14.7 

37 

38 

First  Natl  Boston 

13,760 

19.1 

38 

37 

Mellon  National 

13,508 

15.6 

39 

40 

Northwest  Bancorp 

12,416 

13.8 

40 

39 

H  F  Ahmanson 

12,137 

10.9 

41 

43 

First  Bank  System 

12,118 

16.1 

42 

44 

Tenneco 

11,631 

14.8 

43 

45 

First  Intl  Bshs 

11,504 

14.8 

44 

41 

United  States  Steel 

11,030 

4.7 

45 

50 

Republic  of  Texas 

10,798 

17.0 

46 

52 

Men-ill  Lvnch 

10,556 

22.1 

47 

46 

Southern  Company 

10,552 

6.9 

48 

53 

Pacific  Gas  &  Elec 

10,311 

21.3 

49 

51 

Dow  Chemical 

10,252 

16.6 

50 

55 

First  Charter  Finl 

9,549 

14.7 

71 

86 

Sun  Company 

7,461 

35.7 

72 

67 

Continental  Corp 

7,458 

6.0 

73 

71 

Consolidated  Edison 

7,133 

4.4 

74 

75 

Harris  Bankcorp 

7,108 

13.9 

75 

77 

So  Calif  Edison 

6,977 

15.2 

76 

79 

City  Investing 

6,865 

18.7 

77 

74 

Westinghouse  Elec 

6,822 

8.0 

78 

76 

Control  Data 

6,785 

9.7 

79 

88 

Household  Finance 

6,729 

23.5 

80 

68 

Chrysler 

6,653 

81 

82 

Xerox 

6,554 

17.5 

82 

78 

Amer  Genl  Insurance 

6,548 

1 1.7 

83 

80 

Imperial  Corp  of  Am 

6,521 

13.6 

84 

85 

Middle  South  Utils 

6,503 

18.2 

85 

138 

United  Technologies 

6,426 

57.7 

86 

1 14 

R  |  Reynolds  Inds 

6,422 

39.1 

87 

81 

Philip  Morris 

6,379 

13.7 

88 

99 

NCNB 

6,365 

28.8 

89 

84 

Pub  Svc  Elec  &  Gss 

6,104 

10.6 

90 

108 

Getty  Oil 

6,032 

27.8 

91 

83 

Union  Oil  California 

6,013 

8.8 

92 

103 

RCA 

5,988 

22.9 

93 

91 

Va  Electric  &  Power 

5,961 

14.4 

94 

87 

Philadelphia  Natl 

5,916 

7.8 

95 

92 

Texas  Utilities 

5,822 

12.8 

96 

209 

Engelhard  Minerals 

5,800 

103.3 

97 

113 

American  Intl  Group 

5,727 

23.7 

98 

98 

Procter  &  Gamble 

5,664 

13.6 

99 

106 

K  mart 

5,642 

16.7 

100 

97 

Duke  Power 

5,626 

12.9 

101 

100 

Consumers  Power 

5,579 

13  0 

102 

107 

Walter  E  Heller  Intl 

5,566 

16.5 

103 

126 

Pittsburgh  National 

5,563 

27.7 

104 

116 

Occidental  Petroleum 

5,560 

20.7 

105 

95 

Monsanto 

5,539 

10.1 

126 

1 17 
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FORBES,  MAY  1 


An  event  of  50  years  ago  will 
nave  an  effect  on  America's  en- 
ergy supply  well  into  the  1980s, 
and  beyond,  in  1950,  some  40 
pioneering  oil  and  gas  compan- 
ies merged  to  form  united  Gas 
Corporation.  As  the  years  pass- 
ed, and  united  Gas  became 
United  Energy  Resources,  inc.the 
pioneering  spirit  stayed  with  us. 

Now,  we're  planning  for  the 
future,  we've  budgeted  $580 
million  for  1980  capital  invest- 
ment programs  to  help  develop 
various  sources  of  energy. 

We  plan  to  spend  $260  million 
In  1980  on  projects  to  increase 
gas  reserves  and  sales  of  our 
interstate  and  intrastate  gas 


transmission  systems,  and  $102 
million  for  oil  and  gas  explora- 
tion, production  and  acreage 
acquisition,  other  expenditures 
will  be  for  our  contract  drilling 
and  well  servicing  operations 
and  for  our  liquid  fuels  terminal- 
ing  and  marketing  enterprises. 

united  Energy  subsidi  aries 
include  united  Gas  Pipe  Line 
Company,  united  Texas 
Transmission  Company,  Cotton 


Petroleum  Corporation,  united 
Energy  Services  Company,  Petro- 
united,  inc.,  UER  AG  (formerly 
Enertrade  AG),  and  other  energy 
related  companies. 

For  a  copy  of  our  latest  an- 
nual report,  write  our  Corporate 
Headquarters,  PO.  Box  1478,  Hou- 
ston, Texas  77001.  Or  call 
1-800-592-8644  (Texas)  or  f  K]  I 
1-800-251-7240  (U.  S.  A). 

FH  UNITED  ENERGY 
fA  RESOURCES,  INC. 

I  <ff    Pioneers  in  Energy 


Ibday's  Bunker  Ramo 
is  making  it  a  lot  easier  for 
millions  of  Americans 
to  put  money  in  the  bank. 


you  use  a  commercial  bank, 
avings  and  loan  association,  mutual 
avings  bank  or  credit  union,  you're 
robably  used  to  standing  in  line. 

But  if  you  bank  at  one  that  uses 
unker  Ramo  s  Bank  Control  or 
hrift  System  90,  you  probably 
aven't  stood  in  line  in  ages. 

That's  because  Bunker  Ramo's 
ystem  90  family  operates  in  real 
ne  and  provides  the  automated 
evices  required  for  superior 
jstomer  service — from  the  simplest 
I  teller  terminals  to  the  most 
Dphisticated  of  teller  equipment  to 
dministrative  terminals  for 
lanagement  control.  Because  the 
/stem  is  modular,  it  provides  the 
Dmmercial  bank  or  thrift  institution 
ith  future  growth  and  expansion 


without  wasting  money.  Because  the 
system  completes  transactions  in 
seconds,  it  helps  customers  make 
their  deposits  or  withdrawals  without 
wasting  time. 

Today,  Bunker  Ramo  is  a  major 
producer  of  the  data  terminals  and 
minicomputers  that  comprise  the 


information  systems  widely  used  by 
commercial  banks,  thrift  institutions, 
insurance  companies,  and 
brokerage  houses.  In  addition, 
through  our  well-known  Amphenol" 
connectors,  we  have  a  leading 
position  in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521 . 


BUNKER 
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Washington  National 

o  A^n 
Z,ooU 

0  3  C 

Zo.o 

30A 
OZ4 

3A  1 
04  1 

0  077 

Z,Z/  / 

215 

210 

Safeway  Stores 

3,101 

9.3 

270 

274 

PFG  Industries 

2,649 

13.4 

325 

304 

St  Regis  Paper 

2,261 

216 

0  1  ft 

i  iizer 

3  C\AQ 

o,u4y 

1  1  T 

071 

Z/  1 

287 

Panhandle  Eastern 

2,646 

1  7  O 

30A 
OZO 

3A7 

oO/ 

Allied  Bancshares 

o  OAn 

217 

Champion  Intl 

3  n/in 

o,U4U 

A  C 
0.0 

070 

z/z 

251 

No  States  Power 

2,620 

6.9 

307 

OZ/ 

o  14 

c  Aorv 

vjAI  A 

o  o^ft 
z,zoo 

218 

Oft  1 

ZO  1 

Society 

3  n  1  O 

o,uiy 

30  A 
oz.4 

073 

Z/ O 

277 

TRW 

2,620 

1 2.6 

30ft 

oZo 

A  O  O 
4ZZ 

Kemper 

0  0/10  ' 
Z,Z4Z  L 

219 

0  1 A 

Peoples  Energy 

3  no  3 
o\UUo 

7  n 

/.U 

07^1 

Z/4 

284 

Merck 

2.614 

16. 1 

3  00 

ozy 

O  1  A 

z  10 

IU  International 

0  0  OQ 

Z,ZZy  — J 

220 

197 

First  Atlanta 

3,000 

-0.4 

275 

289 

State  Street  Boston 

2,598 

17.0 

330 

310 

Potomac  Elec  Power 

2,227 

221 

266 

American  Financial 

2,999 

27.1 

276 

219 

Hartford  Natl 

2,591 

-4.7 

331 

315 

Duquesne  Light 

2,223 

222 

224 

Kaiser  Alum  &  Chem 

2,975 

11. 1 

277 

275 

Consol  Natural  Gas 

2,579 

10.6 

332 

336 

Illinois  Power 

2,215  : 

223 

233 

Continental  Tel 

2,945 

12.6 

278 

252 

General  Foods 

2,565 

5.4 

333 

337 

Northwest  Industries 

2,197  : 

224 

239 

Coca-Cola 

2,938 

13.8 

279 

288 

Huntington  Bshs 

2,553 

13.8 

334 

343 

Ralston  Purina 

2,183 

225 

■ 

Alleghany 

2,938  860.4 

280 

270 

Donaldson,  Lufkin 

2,532 

8.2 

335 

369 

CBS 

2,180  . 

Not  on  500  list  in  1978. 


FORBES,  MAY  1 


Corporate  finance: 


A  word  with  the  key  Swiss  bank 
could  open  the  way  for  you. 


When  it  comes  to  cor- 
orate  finance,  Swiss  Bank 
brporation  is  recognized  as 
leader  throughout  the  world 
\  America  our  expertise  and 
:rsonal,  prompt  attention  have  proven  to  be  invaluable 
isets  in  helping  corporations  cope  and  prosper  in  an 
tcreasingly  complicated  financial  environment. 

We  have  been  committed  to  serving  the  American 
jsiness  community  here  for  40  years  and  in  that  time 
ave  demonstrated  our  capability  of  handling  its  financial 
ieds  with  great  success.  With  over  800  dedicated  profes- 


sionals in  the  United  States, 
700  of  whom  are  in  New 
York,  we  provide  expertise 
in  all  areas  of  corporate 
finance:  mergers  and  acquisi- 
tions, private  placements,  Eurocurrency  underwritings, 
as  well  as  domestic  and  international  syndicated  credit  facil- 
ities, backup  lines,  export  and  commodities  financing. 

If  your  company  can  benefit  from  the  expertise  of  a 
major  international  banking  group,  call  Swiss  Bank 
Corporation.  Our  keys  have  been  opening  financial  doors 
around  the  world  since  1872. 


Swiss  Bank  Corporation 


Main  Office  U.S.A.:  New  York,  Four  World  Trade  Center,  10048, 
212/938-3500. 

Branches:  Chicago,  150  S.  Wacker  Drive,  60606, 312/346-0350  and 
San  Francisco,  120  Montgomery  St.,  94104, 415/434-2640. 
Agency:  Atlanta,  235  Peachtree  St.,  N.E.,  30303, 404/522-1600. 
Representative  Offices:  Houston,  One  Allen  Center,  77002, 
713/658-0561 ,  Los  Angeles,  800  W.  Sixth  St.,  90017, 213/489-5900. 
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'\  S  St '  t  s 

Over 
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v 
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$000,000] 
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1 
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10  M 
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mi  i  m\ 

"t   1  70 

Z,  1  (V 

6.3 

391 
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Boatmen's  Bancshs 

1,879 

11.9 

446 

491 

Emerson  Electric 

1,698 

3 

117 

111 

Crown  Zellerhach 

1  1  A  1 
Z ,  I  O  I 

10  0 

392 

445 

Murphy  Oil 

1,87*7 

23.8 

447 

46] 

First  Hawaiian 

1,697 

1 

lift 

O.I  1 

Florida  .\;itl  Banks 

0  1  1^ 

Z,  \-DO 

14.5 

393 

392 

Stauffer  Chemical 

1,876 

12.5 

448 

■ 

Utd  Energy  Resources 

1,693 

5: 

1  io 

Indiana  National 

i  i  in 

Z,  K>U 

1.3 

394 

407  TRANSOHIO  Financial 

1,874 

15.3 

449 

432 

Northwestern  FinI 

1,688 

340 

330 

Ingersoll-Rand 

2,128 

6.6 

395 

412 

Cullen/Frost  Bankers 

1,868 

15.6 

450 

350 

Uniroyal 

1,669 

-It 

\A  1 
3*i  1 
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Provident  Life  &  Acc 

Z,  I  Z-> 
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396 

450 

Digital  Equipment 

1,863 

24.9 

451 
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Idaho  First  Natl  Bk 

1,669 

141 
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Central  Bancorp 

Z,  1  ZO 

1.1 

397 
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Southern  Bancorp  Ala 

1,847 

3.7 

452 

403 

National  Distillers 

1,665 
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1UQ 

Lockheed 

Z,  I  1 1* 

24.9 

398 

373 

Flagship  Banks 

1,847 

5.8 
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Central  Tel  &  Utils 

1,664 

344 
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May  Dept  Stores 

)  1  fl7 
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17.8 
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415 

General  Mills 

1,835 

13.8 
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Houston  Natural  Gas 
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l 
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Kimberly-Clark 
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15.3 
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402 

Dayton-Hudson 
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1 1.9 
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2  1 04 

16.8 
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1,832 

12.5 
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American  Home  Prod 
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12.3 
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Wisconsin  Elec  Pwr 
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8.5 
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1 
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459 
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Western  Union 

1,756 

1.0 
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440 

Union  Commerce 

1,492 
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Arizona  Bank 
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22.3 

433 

452 

United  Missouri  Bshs 

1,755 

19.4 

488 

488 

Peoples  Natl  Bank 

1,488 

1 

379 

398 

Anheuser-Busch  Cos 

l  en  a 

16.9 

434 

424 

Natl  Central  Financl 

1,754 

10.6 

489 

467 

Allied  Stores 

1,487 

380 

■ 

McGraw-Edison 

1,924 

185.8 

435 

413 

First  National  Cine 

1,753 

8.5 

490 

481 

Carnation 

1,484 

381 

387 

B  ri  s  t  ol- A\  y  ers 

1  9^2 

13.3 

436 

380 

Central  Fidelity  Bks 

1,752 

2.1 

491 

464 
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1,482 

382 

383 

riiM  i\au  \~ndrier 

1  gig 

12.5 

437 

418 

N  Y  State  Elec  &  Gas 

1,738 

8.4 

492 

474 
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1,481 

383 

374 

Florida  Power 

1  O  1  /l 

10  1 
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401 

Old  Kent  Financial 

1,730 

5.5 

493 
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Dayton  Power  &  Light 

1,481 

! 
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New  England  Electric 
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i  ,y  i  z 

4.2 

439 

456 

Abbott  Laboratories 

1,729 

19.0 

494 

485 

South  Carolina  Natl 

1,480 

1 

385 

448 

Texas  Instruments 

1,908 

27.7 

440 

■ 

Charter 

1,729 

150.6 

495 

■ 

Revlon 

1,471 

1 

386 

363 

Dart  Industries 

1,907 

6.4 

441 

417 

Whitney  Holding 

1,729 

7.5  . 

496 

■ 

Toledo  Edison 

1,468 

I 

387 

394 

Motorola 

1,903 

14.9 

442 

475 

Fin  Cp  Santa  Barbara 

1,727 

23.9 

497 

476 

Olin 

1,461 

388 

454 

Hewlett-Packard 

1,900 

30.0 

443 

435 

Marine 

1,716 

1  1.6 

498 

478 

First  Virginia  Banks 

1,458 

389 

364 

Indust  Valley  Bank 

1,893 

5.7 

444 

404 

First  American  Bank 

1,713 

4.8 

499 

479 

Columbus  &  So  Ohio 

1,449 

390 

379 

ENSERCH 

1,881 

9.6 

445 

453 

N1COR 

1,710 

16.6 

500 

500 

Liberty  National 

1,442 

1 

■    Not  on  500  list  in  1978 
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1_TA 


Delta  is  an  air  line  run  by  more  than  35,000 
professionals.  Like  John  Owens,  Captain. 

John  was  a  Navy  pilot  and  flight  instructor 
before  joining  Delta.  He  has  flown  for  Delta  for 
iver  28  years.  And  he's  flown  everything  from 
twin-engine  props  to  jet  age  Wide-Rides.  Like  Delta1 
L-lOllTriStar. 

The  planes  may  have  changed  over  the  years,  but  John's  philosophy 
hasn't.  He  works  at  giving  his  passengers  a  great  flight  from  take-off  to 
touch-down.  That  means  checking  out  everything.  Flight  plan, 
weather,  Air  Traffic  Control,approach  charts,  pre-f  light  check  list. 

When  John's  the  pilot,  there's  smooth  sailing 
ahead.  It's  been  that  way  since  his  Navy  days. 

Delta  is  ready  when  you  are? 


Seattle,  Portland  service 
scheduled  to  start  June  1 


This  is  Delta's  Wide-Ride  Lockheed  L-1011  TriStar,  with  "living 
room" cabins  8  feet  high  and  19  feet  wide.  You  fly  in  quiet  luxury. 


If  the  house  weren't  insured, 
Dancin'  couldn't  bring  it  down. 


It's  an  old  cliche  that  the  show  must 
go  on.  But  without  insurance,  that  tra- 
dition  might  die.  The  truth  is,  insurance 
is  what  helps  keep  show  business  in 
business. 

Owners  simply  couldn't  afford  to 
book  shows  into  their  theaters  without 
insurance.  The  risks  -  to  the  performers, 
the  audience,  and  the  theater  itself  - 
would  be  too  great.  In  fact,  without 
insurance,  you'd  never  get  to  enjoy  a  lot 
of  things  that  add  drama  to  your  life. 


Insurance  isn't  just  for  when  things 
go  wrong.  It  also  helps  us  get  more  out 
of  life.  And  because  insurance  allows 
people  to  face  financial  risks  they  other- 
wise couldn't  afford,  it  plays  a  vital  role 
in  America's  free  enterprise  system. 

We're  proud  of  the  insurance  busi- 
ness.  And  the  people  involved  in  it. 
Especially  our  more  than  1,300  inde- 
pendent insurance  agents  and  brokers 
who,  with  us,  are  dedicated  to  helping 
insure  the  American  way  of  life. 


Industrial  Indemnity 

a  Crum  and  Forster  organization 


Home  Office:  San  Francisco  94120 


THE  FORBES  MARKET  VALUE  500 


As  1979  began,  some  of  the  stock  market  sages  said  the  old  grou 
stocks  would  come  back;  in  fact,  just  the  opposite  happened.  But  i 
oils  made  up  the  losses — and  then  some. 


The  stock  market  last  year  seemed  to  be  giving  the  lie 
to  the  old  complaint  that  stock  prices  have  not  been 
keeping  up  with  inflation.  The  total  market  value  of  the 
top  500  U.S.  public  companies  grew  by  15.9%,  to  $788  billion, 
and  the  number  of  over-20%  gainers  leaped  to  245,  vs.  98  the 
year  before.  Even  so  an  investor  would  still  have  had  no  trouble 
losing  his  shirt. 

Suppose,  for  example,  you  had  picked  such  old  favorites  as 
IBM,  AT&T,  General  Motors,  Eastman  Kodak,  Procter  & 
Gamble  and  3M — all  solid,  well-run  companies  in  the  top  20  on 
the  list.  Last  year  you'd  have  lost  handsomely  on  every  one; 
several  were  down  by  15%  to  20%.  The  eight  nonoil  compa- 
nies in  1979's  top  20  lost  a  net  $14.6  billion  in  market  value; 
only  one  (General  Electric,  up  7.3%)  showed  any  gain. 

Who  was  up?  The  oil  (and  oil  service)  companies,  of  course, 
which  took  12  of  the  top  20  places  last  year,  vs.  only  8  the  year 
before.  Their  gains  more  than  made  up  for  the  huge  market 
value  losses  of  IBM  (down  $6  billion)  and  AT&T  (down  $4 
billion).  In  fact,  the  most  interesting  use  of  the  list  is  to  find 
nonoil  companies  sporting  significant  gains. 

One  group  consists  of  minerals  (or  minerals-related)  compa- 
nies like  Engelhard  Minerals  (up  137%),  Freeport  Minerals  (up 
207%),  Texasgulf  (up  99%  )  or  AMAX  (up  51%).  Less  spectacu- 


% 

Market 

Change 

Rank 

Value 

Over 

1979  1978 

Company 

($000,000) 

1978 

1  1 

IBM 

37,569 

-13.7 

2  2 

American  Tel  &  Tel 

36,559 

-9.8 

3  3 

Exxon 

24,190 

11.0 

4  4 

General  Motors 

14,468 

-5.7 

5  8 

Schlumberger 

11,916 

48.4 

lar  but  solid  performances  were  the  rule  among  drug  co 
nies,  such  as  SmithKline  (up  38.5%),  Squibb  (up  37.8% 
Searle  (up  42.6%).  There  were  interesting  big  gainers  ai 
the  lesser  computer  companies  like  Wang  Laboratorie: 
127%)  and  Intel  (up  1 12.5%),  whose  sharp  increases  in  tht 
of  IBM's  loss  suggest  that  investors  are  more  impressed  b 
prospects  of  the  challengers  than  of  the  champ. 

But  all  that  is  picking  and  choosing  among  the  gai 
Eastman  Kodak,  Procter  &  Gamble,  3M,  Coca-Cola  and 
all  showed  market  value  declines  of  from  $1  billion  t 
billion,  representing  percentage  losses  approaching  or  ex 
ing  20%.  Did  we  hear  someone  say  that  this  is  not  a 
market  but  a  market  of  stocks? 
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Electricity  vs.  synfuels 


As  the  National  Academy  of 
Sciences  reminded  us  the  other  day, 
nuclear  power  and  coal  remain  the  na- 
tion's nearest  alternative  to  depen- 
dence on  foreign  oil.  The  academy 
predicts  that  coal  consumption  in  the 
United  States  will  at  least  triple  by  the 
year  2000,  at  which  time  coal  is  "likely 
to  supply  perhaps  one-third  to  one- 
half  of  the  nation's  energy." 

All  right.  The  next  question  is, 
how  will  that  added  coal  be  used?  Not 
in  home  furnaces  or  in  many  industrial 
boilers.  The  Carter  administration  is 
embarked  on  a  program  to  boost  con- 
version of  coal  to  liquid  or  gas  —  the 
so-called  synfuels  —  using  tens  of 
billions  of  dollars  from  the  windfall  oil 
profits  tax  to  encourage  research  and 
development.  As  noted  in  these 
editorial  columns,  that  carries  the 
danger  of  boondoggle  and  of  higher 
prices  for  our  most  abundant  energy 
source. 

The  other  main  alternative  for 
coal  use  is  generating  electricity. 
American  Electric  Power,  which  relies 
on  coal,  released  a  study  a  couple  of 
months  ago  indicating  that,  in  pro- 
viding residential  energy  require- 
ments, a  coal-based  electrical  system  is 
more  efficient  than  a  synthetic  gas 
system  using  coal  gasification. 

AEP  researchers  tested  the  Lurgi 
process,  one  of  the  more  promising 
techniques  of  coal  gasification,  against 
coal-generated  energy.  The  comparison 


was  for  such  home  requirements  as 
healing  water  and  living  area,  cooking, 
and  clothes  drying:  pipe-delivered  gas 
versus  electricity.  The  study  concluded 
that  coal-based  electricity  was  more 
efficient  on  all  counts,  as  well  as  less 
polluting. 

At  this  stage  in  development  of 
the  art,  those  conclusions  are  not  sur- 
prising. Electrical  generation  with  coal 
has  been  around  a  long  time.  Viewed 
in  the  absolute,  it's  not  a  very  efficient 
way  of  converting  coal's  BTUs  to 
useful  energy  —  most  of  it  is  lost  in  the 
process  —  but  it  remains  more  effi- 
cient than  making  gas  out  of  coal  and 
then  burning  the  gas.  Much  better  to 
prospect  for  natural  gas  already  in  the 
ground. 

At  the  same  time,  AEP's  re- 
searchers did  not  try  to  put  the  quietus 
to  synfuels,  adding  that  work  on  the 
Lurgi  met  hod  "and  other  coal  gasifica- 
tion technologies  should  be  actively 
pursued  and  encouraged."  That's  a 
correct  position;  although  the  possi- 
bility of  abuse  must  be  guarded 
against,  it's  also  proper  for  Uncle  Sam 
to  put  seed  money  into  synfuel  R&D. 

But  even  if  some  consider  the 
AEP  report  perhaps  biased,  it  is  al- 
most certainly  correct  in  its  root  find- 
ing about  the  comparative  usefulness 
of  coal  systems  and  gas  from  coal.  We 
needn't  rush  to  invent  artificial  trees 
when  we're  already  getting  plenty  of 
shade  from  the  real  article. 
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We're  American  Electric  Power. 
Were  also  Appalachian  Power, 
Indiana  &  Michigan  Electric 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power 
and  Wheeling  Electric.  ' 

American  Electric  Power 
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Searching  for  satellites . 


The  Universe. 

Still  the  most 
fascinating  and  least 
explored  mystery  we 
know.  A  company  called 
TRW  is  going  to  help 
put  a  few  more  pieces 
of  this  intergalactic 
puzzle  in  place  with  a 
new  deep  space 
surveillance  system  for 
the  Air  Force. 


K 


eeping  An  Eye 
On  The  Traffic 
In  Space. 


This  new  system's  first  job 
is  to  keep  track  of  20  years 
of  hardware  in  deep  space 
and  traffic  still  to  come. 
Using  video  cameras  and  15 
computer-controlled 
telescopes  around  the 
world,  the  system  will  be 
able  to  find  and  track  an 
object  no  bigger  than  a 
soccer  ball  —  22,000  miles 
out. 

Every  night,  TV  cameras 
will  record  what  the 
telescopes  see.  Then 


Until  now,  they  had 
to  do  their  star 
searching  by  digging 
through  mind-boggling 
collections  of 
photographic  plates  — 
all  taken  by  different 
people,  under  different 
conditions  and  with 
different  telescopes. 
Mow  they  can  dip 
into  this  "starbucket" 
and  get  pictures 


computers,  which 
drive  and  control 
the  system,  will 
sort  out  the 
stars  from  the 
satellites.  The 
satellite  images 
go  into  a  readout 
system,  giving 
operators  at 

computer  display  terminals 
a  clear  picture  of  space 
traffic. 


A 


Starbucket 
For  Astronomers. 


To  astronomers,  the 
prospect  of  access  to 
recorded  information 
about  millions  of  stars 
is  almost  a 
miracle. 


4* 


of  the  skies 
taken  from  all 
over  earth  — using  identical 
telescopes  to  see  the  stars, 
identical  TV  cameras  to 
photograph  them,  and 
identical  computers  to  record 
their  intensity  and  position. 

All  of  which  will  help  us  to 
find  out  a  lot  more,  a  lot 
faster,  about  deep  space 
mysteries.  Tomorrow  is 
taking  shape  at 

A  COMPANY  CALLED 

TRW 


GENIUS 


The  Mayan  civilization,  one  of  the  roots  of 
the  culture  of  Mexico,  made  important 
discoveries.  In  writing  they  used  ideographic 
signs.  In  mathematics  they  had  a  system  of 
numbering  based  on  the  concept  and  symbol 
for  zero.  In  chronology  they  had  a  calendar 
which  was  more  exact  than  the  one  we  use 
today  and  in  astronomy  they  had  already 
established  an  accurate  classification  of  the 
stars.  This  genius  used  in  different  disciplines 
has  continued  to  be  apparent  throughout  the 
history  of  Mexico. 

One  of  the  many  examples  of  this  makes 
the  members  of  the  Grupo  Alfa  proud.  It  is  the 
creation  of  the  HyL  process,  which  reduces 
iron  ore  into  sponge  iron,  a  Mexican  technique 
which  has  already  been  introduced  to  other 
countries  in  the  world. 

The  Mexican  genius  has  found  suitable 
ground  in  Alfa,  where  we  have  placed  at  the 
service  of  Mexico  our  capacity  for  work,  the 
latest  in  modern  technology  and  a  solid 
corporate  structure  to  create  the  largest  private 
enterprise  in  our  country. 

The  creative  genius  of  Mexico  is  the  basis 
for  our  future. 


Steel  and  technology  •  Industrial  equipment  and  machinery 
Paper  and  packaging  •  Petrochemicals  •  Capital  goods  •  Engineering 
Food  processing  and  packing  •  Synthetic  fibers  •  Land  and  resort  development 
Electronics  •  Home  appliances  •  Tractors  and  (arm  equipment  •  Mining 
Television  and  communications  - 


GRUPO  INDUSTRIAL  C4JEJU  CrU 

APARTADO  POSTAL  1000  MONTERREY  N.L..  MEXICO 
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70.5 
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167 
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907 

2.1 

281 

340 

Koppers 

721 

1 

172 

177 

Anier  Natl  Resourees 

1,085 

26.9 

227 

200 

Lincoln  National 

905* 

12.5 

282 

174 

Intl  Flavors  &  Frag 

719 

1 

173 

369 

Archer  Hauls  Midland 

1,074 

132.9  . 

228 

223 

Boise  Cascade 

901 

24.7 

283 

436 

Petrolane 

711 

1 

174 

184 

U  S  Fidelity  &  Gtv 

1,070 

27.3 

229 

361 

National  Distillers 

900 

87.9 

284 

386 

Burlington  Northern 

710 

1 

175 

244 

El  Paso 

1 ,065 

54.3 

230 

272 

General  Signal 

896 

42.4 

285 

322 

Scott  Paper 

710 

176 

151 

Time  InC 

1,062 

10.7 

231 

168 

Long  Island  Lighting 

881 

-0.7 

286 

222 

Ch  esebrough-Pond 's 

710 

1 

177 

149 

General  Reinsurance 

1,057 

9.7 

232 

238 

Hercules 

874 

26.0 

287 

375 

Smith  International 

708 

i 

178 

306 

Murphy  Oil 

1,056 

91.7 

233 

195 

Textron 

872 

7.7 

288 

237 

Union  Electric 

706 

179 

181 

Houston  Industries 

1,047 

23.0 

234 

416 

Williams  Companies 

870 

113.9 

289 

191 

Nabisco 

704 

1 

180 

258 

K"nnecott  Copper 

1,045 

58.6 

235 

198 

Owens-Corning  Fbrgls 

869 

7.9 

290 

■ 

Charter 

703 

1 

181 

202 

Northwest  Industries 

1,043 

30.8 

236 

331 

Hospital  Corp  of  Am 

866 

66.8 

291 

434 

Cameron  Iron  Works 

703 

i 

182 

254 

Air  I'rods  &  Chems 

1,042 

56.0 

237 

338 

ENSERCH 

865 

70.8 

292 

265 

Pillsbury 

701 

183 

271 

Intl  Minerals  &  Chem 

1,041 

65.1 

238 

225 

Harris  Corp 

863 

19.5 

293 

216 

Baltimore  Gas  &  Elec 

701 

184 

138 

Mfrs  Hanover 

1,035 

-1.7 

239 

172 

Niagara  Mohawk  Pwr 

858 

-1.5 

294 

284 

McGraw-Hill 

700 

ii 

185 

137 

Florida  Power  Si  Lt 

1,020 

-3.1 

240 

234 

St  Paul  Companies 

854 

22.6 

295 

301 

Merrill  Lynch 

700 

186 

121 

Union  Camp 

1,020 

-12.0 

241 

248 

Norfolk  &  Western  Ry 

850 

24.6 

296 

456 

Natomas 

699 

1 

187 

132 

Anheuser-Busch  Cos 

1,018 

-5.0 

242 

252 

Big  Three  Industries 

850 

27.2 

297 

257 

Tandy 

699 

188 

144 

Central  &  South  West 

1,014 

0.7 

243 

226 

Knight-Ridder  News 

840 

16.9 

298 

256 

Public  Service  Ind 

696 

189 

362 

Transco  Companies 

1,007 

111.3 

244 

154 

Dana 

840 

-11.3 

299 

323 

May  Dept  Stores 

695 

190 

192 

Dayton-Hudson 

1,005 

23.6 

245 

201 

Household  Finance 

839 

4.6 

300 

380 

CBI  Industries 

693 

■ 

191 

312 

Hughes  Tool 

998 

83.1 

246 

20/ 

FMC 

836 

7.5 

301 

274 

MGM 

691 

192 

318 

Newmont  Mining 

996 

85.5 

247 

251 

Continental  Tel 

831 

24.4 

302 

314 

MAPCO 

689 

193 

235 

G  D  S carle 

994 

42.6 

248 

239 

Southern  Railway 

828 

19.3 

303 

241 

American  Can 

689 

194 

268 

Warner  Commun 

993 

55.2 

249 

320 

Perkin-Elmer 

827 

54.5 

304 

259 

Melville 

688 

195 

136 

Consumers  Power 

990 

-6.2 

250 

313 

Hilton  Hotels 

824 

51.2 

305 

324 

Nalco  Chemical 

686 

196 

155 

Corning  Glass  Works 

990 

4.7 

251 

250 

Gulf  &  Western  Inds 

815 

20.5 

306 

228 

No  States  Power 

686 

197 

124 

Campbell  Soup 

989 

-13.1 

252 

196 

NLT 

814 

1.1 

307 

219 

Pacific  Pwr  &  Lt 

684 

198 

179 

Stauffer  Chemical 

987 

16.0 

253 

450 

Wang  Laboratories 

811 

127.0 

308 

296 

Celanese 

683 

199 

160 

Ingersoll-Rand 

986 

7.2 

254 

247 

I  Ray  McDerntott 

808 

18.2 

309 

287 

Becton,  Dickinson 

679 

200 

178 

Marsh  &.  McLennan 

980 

15.0 

255 

423 

Utd  Energy  Resources 

800 

103.1 

310 

24.3 

Whirlpool 

679 

201 

1 18 

Va  Electric  &  Power 

975 

-18.3 

256 

220 

Consol  Natural  Gas 

798 

8.3 

311 

281 

Cleveland  Elec  Ilium 

671 

202 

164 

St  Regis  Paper 

974 

8.2 

257 

208 

Ohio  Edison 

797 

2.9 

312 

283 

Eaton 

669 

203 

326 

Combustion  Engnrng 

968 

.  83.6 

258 

334 

St  Joe  Minerals 

797 

56.5 

313 

379 

Houston  Oil  &  Min 

664 

204 

233 

Black  &  Decker 

966 

38.6 

259 

209 

Missouri  Pacific 

796 

3.8 

314 

213 

UAL 

660 

205 

330 

Mesa  Petroleum 

964 

85.1 

260 

205 

Gillette 

796 

2.1 

315 

477 

Noble  Affiliates 

660 

i' 

206 

263 

Pittston 

961 

47.5 

261 

229 

Kaiser  Alum  &  Chem 

792 

12.9 

316 

315 

Southland 

659 

207 

152 

Kimberly-Clark 

954 

-0.3 

262 

173 

Carolina  Pwr  &  Lt 

792 

-9.0 

317 

266 

Northwest  Bancorp 

659 

208 

162 

Fedl  Natl  Mortgage 

946 

3.8 

263 

261 

First  Intl  Bshs 

785 

19.7 

318 

253 

Arizona  Public  Serv 

659 

209 

170 

Continental  Group 

943 

7.4 

264 

188 

Delta  Air  Lines 

782 

-5.8 

319 

242 

Jefferson-Pilot 

658 

210 

212 

PPG  Industries 

942 

23.1 

265 

199 

Norton  Simon 

779 

^3.1 

320 

221 

Inland  Steel 

656 

211 

280 

General  American  Oil 

941 

54.5 

266 

246 

Security  Pacific 

778 

12.8 

321 

273 

lack  Eckerd 

654 

212 

159 

Dart  Industries 

937 

1.2 

267 

218 

Pa  Power  &  Light 

772 

2.6 

322 

230 

Genuine  Parts 

651 

213 

286 

Amer  Genl  Insurance 

933 

56.7 

268 

245 

Consolidated  Foods 

772 

11.9 

323 

227 

Gould 

650 

214 

146 

Carnation 

933 

-4.3 

269 

236 

Lucky  Stores 

768 

10.5 

324 

290 

Mead 

643 

215 

194 

Bendix 

927 

14.6 

270 

463 

Coastal  Corp 

766 

123.7 

325 

328 

Louisiana-Pacific 

642 

216 

122 

Goodyear 

923 

-20.0 

271 

346 

Crum  &  Forster 

758 

52.4 

326 

■ 

Southwestern  Life 

640 

i 

217 

175 

Bethlehem  Steel 

922 

7.6 

272 

316 

American  Standard 

753 

39.7 

327 

392 

Phelps  Dodge 

640 

218 

166 

Detroit  Edison 

921 

3.5 

273 

262 

Standard  Brands 

748 

14.5 

328 

332 

Texas  Commerce  Bshs 

636 

219 

75 

Polaroid 

920 

-45.9 

274 

291 

Borg-  Warner 

747 

27.1 

329 

319 

Capital  Cities  Comm 

635 

220 

139 

Safeway  Stores 

917 

-12.7 

275 

300 

F  W  Woolworth 

746 

32.2 

330 

285 

Heublein 

634 

221 

193 

Farmers  Group 

916 

13.1 

276 

214 

Borden 

744 

-2.4 

331 

354 

Greyhound 

632 

222 

349 

Ballv  Manufacturing 

915 

84.8 

277 

289 

Santa  Fe  Intl 

737 

24.9 

332 

420 

Ark  Louisiana  Gas 

631 

223 

295 

Control  Data 

911 

57.5 

278 

186 

Winn-Dixie  Stores 

735 

-12.0 

333 

356 

Esmark 

629 

224 

249 

Southern  Pacific 

909 

33.7 

279 

363 

Loews 

725 

52.4 

334 

297 

Central  Tel  &  Utils 

627 

225 

311 

Cooper  Industries 

909 

66.6 

280 

308 

Safeco 

724 

31.8 

335 

337 

Masco 

626 

Not  on  500  list  in  1978. 
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How  A& A  looks  at  offshore  drilling 


Working  high  on  a  derrick  in  the  Gulf  of  Mexico 


From  derrick  to  corporate  offices, 
lexander  &  Alexander  studies  rig 
tfety  through  a  contractor's  eyes. 
!e  scrutinize  the  workers  and  the 
orking  environment.  Probe  routine 
aerations  and  emergency  evacuation 
ans.  Learn  the  whys  of  injuries  and 
le  hows  of  accident  prevention, 
iew  down-time  as  dollars. 

It's  not  the  usual  way  to  look  at 
fshore  oil  rigs.  Unless,  of  course, 
)u  re  one  of  the  oil  companies  on 
&A's  roster  of  clients. 

afety  programming 

But  this  insider's  vantage  point 
ves  A&A  the  best  view  of  the  risks 
ivolved  in  offshore  drilling.  It's  the 
ame  of  reference  that  enables  our 
ss  control  consultants  to  be  sticklers 
l  safety  for  any  corporation  with 
igh  hazards.  Ferreting  out  hot  spots 
om  loss  data  banks.  Casing  the  car- 


rier's services.  It's  how  we  create 
comprehensive  safety  programs  that 
work.  And  stay  on  top  of  them,  alert 
to  changing  conditions,  new  hazards, 
new  operations,  new  technology. 

Every  industry  is  unique.  Each 
has  different  needs.  For  insurance,  for 
risk  management,  for  human  re- 
sources management,  for  financial 
services.  That's  why  A&A  works  from 
a  client's  point  of  view.  Only  by  work- 
ing as  partners,  by  solving  business 
problems  together,  can  we  be  sure  a 
company  gets  the  most  comprehen- 
sive, cost-efficient  programs  possible. 

We  think  our  dedication  to  form- 
ing a  close  alliance  with  our  clients  is 
a  big  reason  why  A&A  has  become 
one  of  the  biggest  and  most  trusted 
insurance  brokers  worldwide.  Each 


of  our  120  offices  here  and  overseas 
has  the  facilities,  expertise  and 
strength  to  meet  the  needs  of  any 
company,  large  or  small,  in  any  in- 
dustry. Because  we  work  the  same 
way  with  every  client.  From  the 
client's  point  of  view. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


One  to  one.  Th 


Avon  is  the  world's  leading  manu- 
facturer and  distributor  of  cosmetics. 
Andoi  fragrances.  And  of  fashion 
jewelry.  Last  year,  alone,  our  sales  rose 
fourteen  percent— to  reach  a  total  of 
$2.3  billion,  worldwide. 

You  could  attribute  this  success  to 
our  ability  to  know  what  our  80  mil- 
lion customers  around  the  globe  are 
looking  for,  right  now.  Or  you  could 
credit  our  corporate  management.  Or 
our  exacting  quality  standards. 

But  we  at  Avon  know  what  really 
makes  us  number  one.  One  million, 
two  hundred  thousand  independent 
Avon  Representatives  in  30  countries. 
That's  our  strength— a  strength  that  no 
one  else  in  the  world  can  duplicate. 
A  strength  that  keeps  growing,  year 
after  year. 

Our  one  to  one  way  of  doing 
business. That's  what  made  us  number 
one.  And  what  will  keep  Tf\T^ 
us  that  way.  vJl  1 


THE  FORBES  MARKET  VALUE  500 


Rank 


% 

Market  Change 
Value  Over 


% 


Rank 


Market  Change 
Value  Over 


Rank 


Market 
Value 


1979  1978 

Company  ($000,000) 

1978 

1979  1978 

Company  ($000,000| 

1978 

1 979 

1978 

Company  ($000,000) 

336 

348 

Dow  (ones 

625 

26.1 

391 

370 

W  W  Grainger 

527 

15.3 

446 

■ 

General  Instrument 

446  1 

337 

414 

Rohm  &  Haas 

621 

392 

462 

Wal-Mart  Stores 

525 

C3  1 

447 

■ 

GATX 

444 

338 

■ 

Pioneer 

618 

174  5 

393 

353 

Kroger 

525 

8  0 

448 

425 

Morton-Norwich 

444 

339 

317 

Allegheny  Power 

617 

1  A  0 

394 

495 

Waste  Management 

521 

449 

4ft  ^ 

Pitney  Bowes 

443 

412 

MGIC  Investment 

A  1  7 

D  1.4. 

339 

Roadway  Express 

CI  1 
DZ  1 

450 

Cessna  Aircraft 

341 

459 

Sundstrand 

616 

78.0 

396 

359 

Combined  Insurance 

518 

7.9 

451 

u 

NVF 

438  3 

342 

277 

Reynolds  Metals 

616 

U.J 

397 

395 

Westvaco 

517 

452 

■ 

Avco 

438 

343 

217 

First  Chicago 

614 

—18  4 

398 

357 

Gt  Northern  Nekoosa 

517 

7  6 

453 

431 

Carter  Hawley  Hale 

438 

344 

278 

Wells  Fargo 

613 

n  1 

399 

344 

R  R  Donnelley  &  Sons 

516 

2  6 

454 

372 

Crown  Cork  &  Seal 

437 

345 

327 

Chessie  System 

611 

1  S  Q 

lD.y 

400 

409 

USLIFE 

515 

25  4 

455 

358 

Wisconsin  Elec  Pwr 

437 

346 

333 

Fort  Howard  Paper 

611 

18.0 

401 

231 

Firestone 

512 

-26.8 

456 

452 

Bankers  Trust  N  Y 

433 

347 

292 

Northeast  Utilities 

608 

3.5 

402 

■ 

Stanley  Works 

507 

82.7 

457 

438 

Cox  Broadcasting 

433 

348 

■ 

SEDCO 

599 

95.3 

403 

393 

United  States  Gypsum 

505 

16.3 

458 

■ 

Super  Valu  Stores 

433 

349 

400 

NICOR 

599 

41.8 

404 

303 

National  Steel 

504 

-9.6 

459 

■ 

Rowan  Companies 

433  1 

350 

276 

Northwest  Airlines 

598 

-3.0 

405 

437 

First  City  Bancorp 

503 

34.9 

460 

352 

Public  Service  Colo 

432  - 

351 

279 

Utah  Power  &  Light 

596 

-2.2 

406 

397 

Brown-Forman  Dist 

500 

16.9 

461 

■ 

City  Investing 

432 

352 

■ 

Mitchell  Enrgy  &  Dev 

595 

171.6 

407 

347 

Clark  Equipment 

498 

0.5 

462 

■ 

Cincinnati  Milacron 

432 

353 

307 

First  Bank  System 

593 

7.6 

408 

■ 

Kaneb  Services 

498 

144.2 

463 

390 

Olin 

431 

354 

388 

Alexander  &  Alexandr 

589 

34.5 

409 

403 

Jim  Walter 

496 

18.7 

464 

424 

Seaboard  Coast  Line 

431 

355 

343 

Beneficial  Corp 

589 

16.8 

410 

422 

Gt  Western  Financial 

494 

24.1 

465 

449 

Trans  Union 

430 

356 

342 

Northrop 

585 

15.9 

411 

299 

Genl  Tire  &  Rubber 

493 

-12.9 

466 

455 

AUis-Chalmers 

429  : 

357 

466 

Homestake  Mining 

584 

71.7 

412 

■ 

Gulf  United 

491 

71.1 

467 

365  Pan  Am  World  Airways 

427 

358 

302 

Richardson-Merrell 

578 

3.2 

413 

384 

Allied  Stores 

490 

10.9 

468 

413 

McGraw-Edison 

427 

359 

351 

Holiday  Inns 

577 

17.7 

414 

458 

American  Natl  Ins 

485 

40.0 

469 

446 

Storage  Technology 

427  : 

360 

335 

Owens-Illinois 

576 

13.3 

415 

■ 

Parker  Drilling 

485 

86.0 

470 

■ 

Datapoint 

427  ; 

361 

411 

Beckman  Instruments 

572 

40.0 

416 

406 

H  F  Ahmanson 

485 

16.7 

471 

481 

Pioneer  Hi-Bred  Intl 

426  i 

362 

345 

Pacific  Lumber 

572 

14.4 

417 

366 

Duquesne  Light 

484 

3.4 

472 

398 

So  New  England  Tel 

425 

363 

310 

Timken 

571 

4.5 

418 

410 

Republic  of  Texas 

484 

18.4 

473 

440 

Seafirst 

422  1 

364 

439 

Dover 

567 

52.3 

419 

355 

No  Indiana  Pub  Svc 

483 

0.1 

474 

426 

Pullman 

421 

365 

■ 

Humana 

567 

154.2 

420 

■ 

Reliance  Group 

481 

68.8 

475 

407 

Willamette  Inds 

419 

366 

442 

R  H  Macy 

567 

53.2 

421 

433 

Diamond  Intl 

481 

27.7 

476 

497 

Ohio  Casualty 

414 

367 

382 

Marriott 

566 

27.1 

422 

305 

Potomac  Elec  Power 

479 

-13.5 

477 

428 

Amsted  Industries 

413 

368 

294 

Illinois  Power 

564 

-2.7 

423 

487 

Cabot 

478 

50.5 

478 

381 

Florida  Power 

412 

369 

371 

Quaker  Oats 

563 

23.6 

424 

378 

New  England  Electric 

475 

6.2 

479 

394 

N  Y  State  Elec  &  Gas 

412 

370 

454 

Texas  Gas  Transmn 

563 

60.2 

425 

364 

Burlington  Inds 

474 

-0.1 

480 

298 

Petrie  Stores 

411 

371 

367 

Colt  Industries 

561 

19.9 

426  418 

Chubb 

472 

17.1 

481 

■ 

Supron  Energy 

410 

372 

275 

Capital  Holding 

560 

-9.6 

427  ■ 

Belco  Petroleum 

470 

59.2 

482 

415 

San  Diego  Gas  &  Elec 

409 

373 

360 

Square  D 

555 

15.8 

428  374 

Gulf  States  Utils 

470 

4.4 

483 

■ 

American  Petrofina 

409 

374 

329 

Interco 

554 

6.0 

429  ■ 

Centl  Louisiana  Engy 

469 

147.6 

484 

480 

lohnson  Controls 

409 

375 

417 

Ethyl 

552 

36.9 

430  ■ 

Caesars  World 

467 

52.6 

485 

391 

Portland  Genl  Elec 

409 

376 

288 

Data  General 

552 

-6.5 

431 

383 

Provident  Life  &  Acc 

463 

4.4 

486 

408 

Armstrong  Cork 

408 

377 

■ 

Pogo  Producing 

551 

93.4 

432 

■ 

Energy  Reserves  Gp 

462 

198.9 

487 

486 

Bucyrus-Erie 

408 

2 

378 

■ 

Howard  Johnson 

549 

152.5 

433 

■ 

Natl  Semiconductor 

462 

65.3 

488 

484 

Parker-Hannifin 

408 

2 

379 

304 

Chemical  New  York 

546 

-2.0 

434 

389 

Adolph  Coors 

460 

5.0 

489 

451 

ARA  Services 

407 

i 

380 

336 

Pacific  Lighting 

546 

7.5 

435 

■ 

Tosco 

460 

323.8 

490 

■ 

Blue  Bell 

407 

381 

341 

Mellon  National 

544 

7.8 

436 

■ 

ERC 

459 

179.9 

491 

478 

Cleveland-Cliffs 

406 

2 

382 

401 

Norton 

542 

28.5 

437 

405 

PACCAR 

458 

9.9 

492 

461 

Deluxe  Check  Printers 

406 

I 

383 

350 

Johns-Manville 

538 

9.1 

438 

■ 

Raychem 

457 

66.9 

493 

■ 

Lockheed 

406 

7 

384 

460 

Penn  Central 

535 

55.5 

439 

483 

Eastern  Gas  &  Fuel 

456 

42.7 

494 

373 

Oklahoma  Gas  &  Elec 

405 

-1 

385 

448 

Snap-On  Tools 

532 

48.4 

440 

376 

Potlatch 

455 

1.4 

495 

■ 

Tom  Brown 

402 

12 

386 

387 

First  Charter  Finl 

532 

21.5 

441 

321 

Cincinnati  G  &  E 

453 

-15.4 

496 

447 

|o\  Manufacturing 

399 

1 

387 

385 

Auto  Data  Processing 

532 

20.7  ' 

442 

309 

Chrysler 

450 

-18.0 

497 

■ 

Ex-Cell-O 

398 

4 

388 

■ 

Medtronic 

531 

118.0 

443 

■ 

Foster  Wheeler 

449 

93.7 

498 

■ 

A  E  Staley  Mfg 

398 

10 

389 

135 

General  Public  Utils 

528 

-50.5 

444 

■ 

Bausch  &  Lomb 

448 

97.6 

499 

435 

Ryder  System 

397 

300 

■ 

Helmerich  &  Payne 

528 

93.5 

445 

■ 

Overseas  Shipholding 

447 

87.5 

500 

443 

Republic  Steel 

394 

■    Not  on  500  list  in  1978. 
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"Are  you  iisted  with  D&B?" 

With  9  out  of  every  10  busi- 
ness transactions  done  on  credit, 
that's  often  the  first  question 
sellers  ask  buyers.  Because  Dun 
&  Bradstreet  is  the  world's  lead- 
ing source  of  information  on 
which  credit  decisions  are  based. 

What  makes  the  information 
so  complete  and  reliable  is  that  it 
is  gathered  largely  through  per- 
sonal interviews  with  company 
management  by  D&B  reporters 
and  is  then  verified  with  outside 
business  sources.  D&B  draws  a 
clear  distinction  between  what's 
business  and  what's  personal. 

Facts  in  a  D&B  Business 
Report  focus  strictly  on  the  com- 


mercial establishment.  D&B  does 
not  collect  information  on  the 
personal  bill-paying  record,  habits 
or  lifestyles  of  owners  or  man- 
agers of  the  subject  company. 
Information  regarding  individ- 
uals is  limited  to  that  necessary 
in  evaluating  the  firm. 

Contact  by  a  D&B  reporter 
tells  you  that  a  D&B  Business 
Report  is  being  prepared  on  your 
company,  usually  at  the  request 
of  a  D&B  subscriber.  Your  co- 
operation could  well  lead  to  a 
rewarding  connection. 

Your  D&B  Business  Report  is 
available  only  to  D&B  subscribers. 
And  to  you,  for  the  asking, 
so  you  can  verify  the  contents. 


Good  credit  information  is 
essential  to  the  world  of 
commerce.  Nobody  serves  this 
function  like  Dun  &  Bradstreet, 
with  reports  on  more  than 
4,000,000U.S.  companies  in 
our  computerized  files  and  with 
over  1,600  reporters  constantly 
gathering  new  and  updated 
information. 

Imagine  doing  business 
without  effective  credit  checks, 
and  we  think  you  will  agree: 
Dun  &  Bradstreet  is  indeed 
the  essential  business. 

Dun  &  Bradstreet 

a  company  of 

The  Dun  &  Bradstreet  Corporation 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


 WHERE  THEY  RANK:  1979  

Market  Value 


Market 

Net. 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

(3>0U0) 

(S(aX)| 

($000) 

439 

309 

57 

148 

Abbott  Laboratories  (Dec) 

1,729,296 

1,683,168 

2,479,632 

■ 

463 

■ 

■ 

ACF  Industries  (Dec) 

1,016,796 

982,896 

303,421 

13 

23 

54 

31 

Aetna  Life  &  Casualty  (Dec) 

30,228,463 

1 1 ,446,880 

2,680,682 

40 

396 

416 

253 

H  F  Ahmanson  (Dec) 

12,137,253 

1,211,220 

485,072 

■ 

390 

182 

303 

Air  Products  &  Chemicals  (Sept) 

1,419,759 

1,229,894 

1,041,605 

■ 

454 

■ 

■ 

Akzona  (Dec) 

818,125 

1,012,398 

152,813 

266 

■ 

■ 

■ 

Alabama  Bancorporation  (Dec) 

2,671,424 

233,228 

148,230 

■ 

188 

■ 

■ 

Albertson's  (Jan) 

572,789 

2,673,848 

281,980 

■ 

275 

■ 

■ 

Alco  Standard  (Sept) 

692,986 

1,917,128 

293,314 

■ 

■ 

354 

■ 

Alexander  &  Alexander  Services  (Dec) 

629,619 

368,239 

589,107 

225 

■ 

■ 

■ 

Alleghany  (Dec) 

2,937,647 

802,671 

250,749 

■ 

327 

■ 

394 

Allegheny  Ludlum  Industries  (Dec) 

1,140,165 

1,550,010 

200,038 

246 

449 

339 

355 

Allegheny  Power  System  (Dec) 

2,801,242 

1,024,859 

617,350 

326 

■ 

■ 

■ 

aiI*    J  n            I.            ii  >  I 

Allied  Bancshares  (Dec) 

2,260,306 

196,261 

231,978 

149 

97 

125 

■ 

All'        J     J   -  1                    *            If  »-»  1 

Allied  Chemical  (Dec) 

4,209,628 

4,332,391 

1,415,193 

489 

239 

413 

321 

Allied  Stores  (Jan) 

1,486,611 

2,239,749 

489,915 

481 

268 

466 

358 

Allis-Chalmers  (Dec) 

1,510,799 

1,972,703 

429,489 

136 

83 

76 

41 

Aluminum  Company  of  America  (Dec) 

4,71 1,251 

4,785,583 

1,929,954 

156 

169 

58 

54 

AMAX  (Dec) 

3,936,630 

2,865,390 

2,438,565 

130 

54 

85 

39 

A  J  _   IT  /  |-k  1 

Amerada  Hess  (Dec) 

4,899,237 

6,769,941 

1,798,241 

206 

148 

■ 

327 

American  Airlines  (Dec) 

3,182,495 

3,252,532 

290,547 

418 

■ 

■ 

■ 

American  Bank  &  Trust  Pa  (Dec) 

1,793,142 

164,014 

108,159 

173 

120 

83 

59 

American  Brands  (Dec) 

3,670,578 

3,772,181 

1,805,407 

■ 

258 

170 

178 

American  Broadcasting  Companies  (Dec) 

1,274,325 

2,029,463 

1,092,838 

261 

91 

303 

231 

American  Can  (Dec) 

2,682,400 

4,515,000 

688,560 

243 

154 

103 

164 

American  C  vanamid  (Dec) 

2,826,762 

3,186,998 

1,625,744 

64 

172 

66 

85 

American  Electric  Power  (Dec) 

8,780,368 

2,813,691 

2,168,970 

29 

86 

69 

62 

American  Express  (Dec) 

17,108,200 

4,666,500 

2, 126,204 

221 

497 

■ 

371 

American  Financial  (Dec) 

2,998,572 

912,633 

133,032 

254 

■ 

■ 

■ 

American  Fletcher  (Dec) 

2,730,404 

253,539 

80,570 

82 

278 

213 

166 

American  General  Insurance  (Dec) 

6,548,192 

1,886,052 

933,022 

347 

137 

31 

46 

American  Home  Products  (Dec) 

2,090,674 

3,401,301 

4,264,571 

■ 

257 

152 

275 

American  Hospital  Supply  (Dec) 

1,275,742 

2,039,380 

1,183,991 

97 

228 

64 

101 

American  International  Group  (Dec) 

5,727,499 

2,327,542 

2,240,949 

■ 

159 

■ 

409 

American  Motors  (Sept) 

1,123,487 

3,1 17,049 

219,196 

248 

■ 

414 

373 

■American  National  Insurance  (Dec) 

2,786,915 

625,889 

485,305 

157 

202 

.  172 

252 

American  Natural  Resources  (Dec) 

3,928,972 

2,505,622 

1,084,666 

■ 

319 

483 

347 

American  Petrofina  (Dec) 

1,080,058 

1,587,229 

408,918 

462 

■ 

■ 

■     American  Savings  &  Loan  Assn  of  Fla  {Sept) 

1,632,455 

141,261 

64,459 

315 

■ 

■ 

■ 

American  Security  (Dec) 

2,318,248 

209,230 

101,444 

■ 

214 

272 

225 

American  Standard  (Dec) 

1,422,763 

2,431,557 

752,867 

■ 

119 

■ 

■ 

-American  Stores  (Ian) 

1,207,914 

3,786,332 

259,967 

1 

3 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

113,768,836 

45,408,078 

36,558,755 

107 

> 

■ 

473 

JAmeriTrust  (Dec) 

5,402,092 

490,613 

299,260 

■ 

349 

■ 

■ 

AMF  (Dec) 

939,380 

1,438,352 

297,984 

■ 

307 

■ 

478 

Amfac  (Dec) 

1,071,958 

1,689,496 

327,522 

■ 

452 

121 

243 

AMP  (Dec) 

824,027 

1,013,241 

1,448,759 

■    Not  on  500  list. 

'Formerly  American  National  Financial 

-: 

formerly  Skaggs  Compa 

ides. 

'Formerly  CleveTrust 
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FORBES,  MA 


A  ROSTER  OF  THE  U.S.S  DIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000| 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

OU,2yb 

NYSE 

ABT 

2.97 

0.96 

41'/s 

North  Chicago,  III 

27.8 

Robert  A  Schoellhorn 

8,859 

NYSE 

ACF 

5.44 

2.21 

34 'A 

New  York,  NY 

14.2 

John  F  Burditt 

80,622 

NYSE 

AET 

6.93 

1.72 

33  V* 

Hartford,  Conn 

37.5 

John  H  Filer 

22,962 

NYSE 

AHM 

5.11 

1.15 

21'/g 

Los  Angeles,  Cal 

4.3 

William  H  Ahmanson 

28,343 

NYSE 

APD 

3.45 

0.65 

363/4 

Allentown,  Pa 

14.6 

Edward  Donley 

n  tic 

IN  I  2>£ 

AXO 

2.10 

0.80 

121/2 

Asheville,  NC 

16. 1 

Claude  S  Ramsey 

7,320 

OTC 

ABNC 

3.43 

1.26 

20'/4 

Birmingham,  Ala 

3.4 

John  W  Woods 

14,792 

NYSE 

ABS 

2.49 

0.57 

19'/8 

Boise,  Ida 

25.3 

Warren  E  McCain 

9,095 

NYSE 

ASN 

5.05 

1.47 

32 'A 

Valley  Forge,  Pa 

17.1 

Ray  B  Mundt 

17,988 

OTC 

AALS 

2.87 

1.40 

323A 

New  York,  NY 

7.2 

John  A  Bogardus  Jr 

9,287 

NYSE 

Y 

4.74 

1.05 

27 

New  York,  NY 

9.1 

Fred  M  Kirby 

7,081 

NYSE 

AG 

7.30 

1.31 

28% 

Pittsburgh,  Pa 

40.0 

Robert  J  Buckley 

39,829 

NYSE 

AYP 

2.24 

1.76 

15V4 

New  York,  NY 

5.7 

Charles  B  Finch 

7,172 

OTC 

ALBN 

3.97 

0.67 

32% 

Houston,  Tex 

1.6 

Gerald  H  Smith 

28,808 

NYSE 

ACD 

0.20 

2.00 

49'/s 

Morristown,  NJ 

49.0 

Edward  L  Hennessey  Jr 

20,520 

NYSE 

ALS 

4.41 

1.50 

23% 

New  York,  NY 

54.0 

Thomas  M  Macioce 

12,404 

NYSE 

AH 

6.23 

1.75 

34% 

West  Allis,  Wise 

29.3 

David  C  Scott 

35,170 

NYSE 

AA 

14.29 

2.60 

54% 

Pittsburgh,  Pa 

46.8 

W  H  Krome  George 

53,448 

NYSE 

AMX 

6.49 

1.72 

45% 

Greenwich,  Conn 

17.4 

Pierre  Gousseland 

36,887 

NYSE 

AHC 

12.15 

1.29 

48% 

New  York,  NY 

7.9 

Leon  Hess 

28,696 

NYSE 

AMR 

2.63 

0.40 

10  '/s 

New  York,  NY 

41.0 

Albert  V  Casey 

6,897 

OTC 

APEN 

2.55 

0.89 

15% 

Reading,  Pa 

1.7 

Samuel  A  McCullough 

26,599 

NYSE 

AMB 

12.00 

4.63 

67% 

New  York,  NY 

54.7 

Robert  K  Heimann 

27,843 

NYSE 

ABC 

5.67 

1.30 

39'A 

New  York,  NY 

12.4 

Leonard  H  Goldenson 

19,328 

NYSE 

AC 

6.44 

2.80 

35% 

Greenwich,  Conn 

55.5 

William  F  May 

47,816 

NYSE 

ACY 

3.52 

1.60 

34 

Wayne,  NJ 

44.2 

Dr  James  G  Affleck 

121,341 

NYSE 

AEP 

2.29 

2.19 

17% 

New  York,  NY 

22.6 

Willis  S  White  Jr 

71,170 

NYSE 

AXP 

4.83 

1.75 

29% 

New  York,  NY 

40.7 

James  D  Robinson  ID 

5,784 

OTC 

AFIN 

7.93 

0.04 

23 

Cincinnati,  Ohio 

5.7 

Carl  H  Lindner 

4,604 

OTC 

AFLT 

4.16 

1.22 

17'/2 

Indianapolis,  Ind 

2.5 

Frank  E  McKinney  Jr 

25,475 

NYSE 

AGC 

6.60 

1.00 

36% 

Houston,  Tex 

9.3 

I  T  1  J   c   II  1 

Harold  S  Hook 

156,498 

NYSE 

AHP 

2.51 

1.50 

27% 

New  York,  NY 

50.3 

William  F  Laporte 

37,587 

NYSE 

AHS 

2.78 

0.77 

3V/2 

Evanston,  111 

30.7 

Karl  D  Bays 

37,663 

OTC 

AIGR 

6.17 

0.40 

59% 

New  York,  NY 

19.4 

Maurice  R  Greenberg 

31,883 

NYSE 

AMO 

2.24 

0.08 

6% 

Southfield,  Mich 

28.4 

Gerald  C.  Meyers 

30,813 

OTC 

ANAT 

2.50 

0.17 

15% 

Galveston,  Tex 

10.6 

Orson  C  Clay 

23,078 

NYSE 

ANR 

5.13 

3. 15 

47 

Detroit,  Mich 

16.5 

Arthur  K  seder  Jr 

10,761 

ASE 

APIA 

7.77 

2.35 

38 

Dallas,  Tex 

2.8 

Richard  I  Galland 

2,421 

NYSE 

AAA 

5.76 

0.59 

26% 

Miami  Beach,  Fla 

0.7 

Morris  N  Broad 

3,623 

OTC 

ASEC 

5.90 

2.15 

28 

Washington,  DC 

1.3 

W  Jarvis  Moody 

13,751 

NYSE 

AST 

9.52 

3.05 

54% 

New  York,  NY 

50.8 

William  A  Marquard 

9,764 

NYSE 

ASC 

4.36 

0.80 

26  Vs 

C  _  1  4.   T   _  1  f^l  4...  T 

Salt  Lake  City,  Utah 

63.7 

Lennie  S  Skaggs 

701,367 

NYSE 

T 

8.04 

4.90 

52  Va 

New  York,  NY 

1,029.9 

Charles  L  Brown 

9,208 

OTC 

AMTR 

6.20 

2.35 

32'/2 

Cleveland,  Ohio 

4.5 

M  Brock  Weir 

20,375 

NYSE 

AMF 

2.59 

1.24 

14% 

White  Plains,  NY 

29.1 

W  Thomas  York 

12,844 

NYSE 

AMA 

4.21 

1.20 

25  Vi 

Honolulu,  Haw 

22.6 

Henry  A  Walker  Jr 

35,994 

NYSE 

AMP 

3.36 

0.76 

40% 

Hamsburg,  Pa 

18.6 

Joseph  D  Brenner 

data  adiusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 


VlAY  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


WHERE  THEY  RANK:  1979 

Market  Value 

Market 

Net  . 

Assets 

Sales 

of  Common  1 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

■ 

439 

■ 

■ 

Amstar  ()une) 

542,998 

1,056,376 

 1 

1 75,428 

■ 

■ 

477 

428 

Amsted  Industries  (Sept) 

421,656 

855,725 

412,603 

■ 

339 

■ 

■ 

Anderson,  Clayton  (June) 

738,177 

1,489,925 

297,044 

379 

175 

187 

198 

Anheuser-Busch  Companies  (Dec) 

1,925,962 

2,775,936 

1,018,395 

■ 

265 

489 

500 

ARA  Services  (Sept) 

865,109 

2,002,389 

407,226 

■ 

231 

173 

477 

Archer  Daniels  Midland  (lune) 

1,032,523 

2,297,838 

1,073,586 

378 

■ 

■ 

■ 

Arizona  Bank  (Dec) 

1,927,399 

171,548 

109,737 

290 

■ 

318 

242 

Arizona  Public  Service  (Dec) 

2,475,332 

664,423 

658,622 

■ 

■ 

332 

448 

Arkansas  Louisiana  Gas  (Dec) 

1,072,981 

735,302 

631,467 

200 

78 

167 

109 

Armco  (Dec) 

3,260,163 

5,035,127 

1,095,800 

— 

■ 

368 

486 

417 

Armstrong  Cork  (Dec) 

876,312 

1,341,067 

408,326 

371 

302 

166 

86 

ASARCO  (Dec) 

1,969,654 

1,724,219 

1,104,543 

213 

58 

147 

35 

Ashland  Oil  (Sept) 

3,113,214 

6,473,867 

1,217,914 

■ 

293 

■ 

■ 

Associated  Dry  Goods  (fan) 

978,704 

1,783,212 

283,962 

413 

■ 

■ 

■ 

Atlantic  Bancorp  (Dec) 

,1,805,927 

162,988 

69,536 

36 

15 

11 

13 

Atlantic  Richfield  (Dec) 

13,833,387 

16,233,959 

9,261,760  I 

■ 

■ 

387 

■ 

Automatic  Data  Processing  (June) 

271,255 

371,064 

532,210 

112 

272 

452 

230 

Avco  (Nov) 

5,300,401 

1,932,155 

437,867 

■ 

447 

■ 

492 

Avnet  (lune) 

539,487 

1,028,133 

387,795 

■ 

221 

61 

87 

Avon  Products  (Dec) 

1,405,986 

2,377,506 

2,368,328 

262 

■ 

■ 

■ 

Bache  Group  (luly) 

2,681,474 

430,291 

89,150 

■ 

405 

91 

293 

Baker  International  (Sept) 

1,122,984 

1,168,81 1 

1,755,121 

354 

■ 

■ 

■ 

Baldwin-United  (Dec) 

2,070,941 

602,873 

270,915 

■ 

■ 

222 

■ 

Bally  Manufacturing  (Dec) 

602,021 

376,798 

914,616 

238 

451 

293 

233 

Baltimore  Gas  &  Electric  (Dec) 

2,855,984 

1,014,408 

701,186 

282 

■ 

■ 

■ 

4Banc  One  (Dec) 

2,523,720 

238,101 

 1 

173,250 

187 

■ 

■ 

■ 

BanCal  Tri-State  (Dec). 

3,447,420 

320,476 

127,861 

291 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico  (Dec) 

2,471,994 

223,360 

66,000 

126 

■ 

■ 

o 

BancOhio  (Dec) 

5,005,030 

436,896 

158,909 

368 

■ 

■ 

■ 

^Bancorp  Hawaii  (Dec) 

1,986,445 

185,903 

120,351 

58 

■ 

■ 

■ 

Bank  of  New  York  (Dec) 

8,994,425 

790,530 

226,774 

316 

■ 

■ 

a 

Bank  of  Virginia  (Dec) 

2,318,215 

246,007 

72,095 

2 

31 

36 

26 

BankAmerica  (Dec) 

108,389,318 

9,449,773 

4,055,847 

12 

180 

456 

259 

Bankers  Trust  New  York  (Dec) 

30,952,922 

2,727,158 

433,320 

175 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

3,663,344 

333,312 

163,721 

— 

■ 

■ 

444 

■ 

Bausch  &  Lomb  (Dec) 

344,728 

503,03 1 

447,778 

■ 

403 

102 

264 

Baxter  Travenol  Laboratories  (Dec) 

1,290,928 

1,191,193 

1,626,828 

241 

■ 

■ 

■ 

BayBanks  (Dec) 

2,848,584 

254,053 

96,171 

174 

47 

74 

84 

Beatrice  Foods  (Feb) 

3,669,095 

7,468,373 

1,974,888 

■ 

■ 

361 

■ 

Beckman  Instruments  (lune) 

418,196 

426,709 

572,159 

■ 

■ 

309 

439 

Becton,  Dickinson  (Sept) 

728,875 

809,808 

679,320 

— 

■ 

■ 

427 

363 

Belco  Petroleum  (Dec) 

788,601 

641,058 

470,459 

317 

114 

2!5 

169 

Bendix  (Sept) 

2,311,000 

3,856,400 

927,226 

67 

229 

355 

290 

ttBeneficial  Corp  (Dec) 

8,221,300 

2,314,200 

588,519 

116 

50 

217 

79 

Bethlehem  Steel  (Dec) 

5,165,900 

7,137,200 

922,402 

■ 

■ 

242 

437 

Big  Three  Industries  (Dec) 

700,052 

509,449 

849,648 

■ 

399 

204 

310 

Black  &  Decker  Manufacturing  (Sept) 

910,465 

1,205,068 

966,299 

- 

■    Not  on  500  list. 

■"Formerly  First  Banc  Croup. 

t+Figures  include  unconsolidated  subsidiaries 

'Formerly  Hawaii  Bancorp 
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FORBES,  MAY 


A  ROSTER  OF  THE  U.S.S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Numbei  >>i 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symhol 

Items 

1  dividends 

(Dec.  31) 

Headquarters 

(000) 

Chiel  Executive 

8,939 

NYSE 

ASR 

2.38 

1.35 

19% 

New  York,  NY 

8.3 

Robert  T  Quittmeyer 

10,787 

NYSE 

AO 

5.88 

1.98 

38  !4 

Chicago,  111 

12.3 

GoH  Smith 

13,129 

NYSE 

AYL 

3.54 

1.06 

22  % 

Houston,  Tex 

17.9 

Thomas  J  Barlow 

45,262 

OTC 

ABUI) 

3.19 

0.90 

22  Vi 

t|    1    i  .  >  1 1  c      \  1  l  \ 

Jl  L*lHlln,  IVIU 

17.5 

A  iiiiiicf    A    HiiLi  li  111 
/I  II^IIM    f\  l> II SI  11  111 

12,156 

NYSE 

ARA 

5.23 

1  73 

Oil  /2 

Philadelphia,  Pa 

112  0 

William  S  Fish  man 

34,772 

NYSE 

ADM 

1.63 

0.19 

307/s 

1  K'catur  111 

5.3 

Dwaync  ()  Andreas 

6,013 

OTC 

AHK!' 

2.27 

0.72 

18 'A 

Phoenix,  Ariz 

2.1 

Donald  B  lostcnrud 

38, 1 8 1 

NYSE 

AZP 

2.90 

1.94 

17  V* 

Phoenix,  Ariz 

5.3 

Keith  L  Turley 

25,133 

NYSE 

ALG 

2.42 

1.14 

25'/h 

Nhti'iicrMirf    T  i 
*  1  1 1  *  \  i  1 1<  1 1  i     I  . '. 

4.6 

cuwaiu  ctiii ii 1 1  ill  imi  iMni 

43,832 

NYSE 

AS 

4.82 

1 .43 

25 

\A  i .  <  1 1 '  t  *  i  v<> '  i  •    (  i  1 1 1 1  i 
iVllUUItlUWll,  V  /  I1IU 

54.8 

rlaiiy  IliMIUJy  ft 

24,747 

NYSE 

ACK 

2.58 

1.08 

16'/2 

Lancaster  Pa 

23.8 

Harry  A  Jensen 

29,553 

NYSE 

AR 

8.56 

1.30 

37% 

New  York,  NY 

12.7 

Charles  F  Barber 

30,353 

NYSE 

ASH 

15.55 

1.95 

40 '/s 

Russell,  Ky 

29.2 

Orin  E  Atkins 

13,522 

NYSE 

DG 

3.25 

1.50 

21 

New  York  NY 

1NCW     MM  K,    IN  I 

50.0 

William  P  Ariuilri 

V*  lllldlll  I    i\I  MIMtl 

5  248 

OTC 

ABAN 

2.68 

0.78 

13 1/, 

l<lf"l^w/»M\/fll."     P  I  .1 
I  .H  k  M  il  1  V  11 1  L  ,   1  1.1 

2.8 

Din y  |  »¥<ii M  r 

115,772 

NYSE 

ARC 

9.48 

2.80 

80 

Los  Angeles,  I  'ul 

51.8 

Robert  ()  Anderson 

15,206 

NYSE 

AUD 

2.21 

0.58 

35 

Clifton,  N| 

no 

Frank  R  Lautenberg 

15,779 

NYSE 

AV 

8.25 

1.15 

27% 

Greenwich,  Conn 

27.1 

James  R  Kerr 

1 5  060 

NYSE 

AVT 

3.50 

0.78 

25% 

New  York  NY 

INI  W    lOlK,  IN  1 

12.4 

'IIIIIMI     »ll<  H' 

60, 148 

NYSE 

AVP 

4.17 

2.75 

39% 

New  York  NY 

34.3 

I  Jti  V  1U    ¥¥    (Mill  II,  11 

8,293 

NYSE 

BAC 

1.70 

0.60 

10% 

New  York,  NY 

7.1 

Harry  A  Jacobs  Jr 

32,806 

NYSE 

BKO 

3.25 

0.56 

53  Vi 

Orange,  Cal 

19.0 

Earnest  H  (  lark  Jr 

8,919 

NYSE 

BDW 

5.23 

1.20 

30% 

Cincinnati,  Ohio 

8.3 

Llicieil  Wnlsin 

25  406 

NYSE 

BLY 

1.73 

0  09 

36 

Chicago,  [11 

9  6 

U  i  %  It  «•  r  t    /VI  i  >  1  1  i  •  1 1  > 
t\  t 11 H  1  l  /Tllllldllt 

31,692 

NYSE 

BGE 

3.40 

2.36 

22  '/h 

i  '.  i  l  i  i  i  i  i  i  >  i  t    \  \  i  l 

8.5 

l>  (  1  i  l.l  I  U  v     1 1  Ui  M.IIH  1 

6,930 

OTC 

BONE 

4.31 

1.49 

25 

Columbus,  Ohio 

3.0 

John  G  McCoy 

4,409 

NYSE 

BNC 

4.21 

0.87 

29 

San  Francisco,  Cal 

3.2 

Chauncey  E  Schmidt 

3,000 

OTC 

BPOP 

6.06 

1.26 

22 

San  Juan,  PR 

3.4 

Rafael  Carrion  Jr 

8  046 

OTC 

BOHI 

3.70 

1 .34 

19% 

V    IIHMMIHIS,    \  Mill  I 

6.0 

nuuiil  v>  iJlt.Vt.lln 

7  294 

OTC 

BNHI 

2.83 

0.88 

1 6  Vi 

III  HI  1  1  1  1  1  1  1  1       III  \AI 

I  IU11DIU1U,  I  hiVV 

2.5 

¥»  IIMME   I    V  .11111(111 

6,388 

NYSE 

BK 

7.05 

2.51 

35'/2 

New  York,  NY 

5.8 

Elliott  Averett 

5,196 

NYSE 

BKV 

2.93 

1.07 

137/s 

Richmond,  Va 

3.7 

Frederick  Deane  Jr 

146,818 

NYSE 

BAM 

4.10 

1.27 

27% 

San  Francisco,  Cal 

81.0 

Alden  W  Clausen 

10  833 

NYSE 

BT 

9.30 

3.08 

40 

New  York  NY 

12.7 

Alfred  Kriffiin  III 

riiutu  i>iiit<iiii  ill 

8,505 

NYSE 

BBF 

3.67 

0.89 

19'/4 

F'le  I.  si  invi  1 1  e  111 

6.0 

Charles-  F  Hire 

V    llilllll    l.  IXIVl 

1 1,745 

NYSE 

BOL 

3.49 

0.90 

38  V» 

Rochester,  NY 

1  14 

Daniel  G  Schuman 

34,249 

NYSE 

BAX 

3.29 

0.50 

47  Vi 

Deerfiekl,  111 

33.0 

William  B  Graham 

3,029 

OTC 

BBNK 

7.41 

2.40 

31% 

Boston,  Mass 

4.0 

William  M  Crozier  Jr 

96,336 

NYSE 

BRY 

2.60 

none 

20'/2 

Chicago,  111 

85.0 

lames  L  Dutt 

19  56 1 

NYSE 

BEC 

1.66 

0.29 

29% 

1  U  111    I  11)11,    1  ,11 

12.4 

A  mi  in  1  ( 1  Ki'clinun 

iillMIUI   \r   III  l  IMtlilll 

19  980 

NYSE 

BDX 

3.01 

0.86 

34 

i  .ii.iiiiii.      .  | 

20.6 

Wi'klt'v  1  Iftiu/e 
»»t.r»it  y  j  ntfwt. 

1 1,545 

NYSE 

BPC 

6.81 

0.85 

40% 

New  York,  NY 

1.9 

Arthur  B  Belfer 

22,754 

NYSE 

BX 

7.10 

2.63 

40% 

Southfield,  Mich 

73.7 

William  M  Agee 

22,104 

NYSE 

BNL 

4.24 

1.95 

26% 

Wilmington,  Del 

26.4 

Finn  M  W  Caspersen 

43,664 

NYSE 

BS 

6.31 

1.50 

21'/h 

Bethlehem,  Pa 

97.7 

Donald  H  Trautlein 

20,1 10 

NYSE 

BIG 

3.13 

0.82 

42  V* 

Houston,  lex 

4.8 

Harry  K  Smith 

42,013 

NYSE 

BDK 

2.25 

0.68 

23 

Towson,  Md 

21.0 

Francis  P  Lucicr 

ta  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

VY  12,  1980 
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Ben  Lubin,  a  managing  director  of  Wall  Street's 
Bruns,  Nordeman,  Rea  &  Company,  says: 

"It's  the  index 
of  the  industry." 

"I  see  TV  Guide  as  very  necessary.  It  gives  you  interesting  articl 
that  pull  together  all  things  that  are  occurring  in  television,  and  I  think 
that's  valuable.  I  wouldn't  be  without  TV  Guide!' 


|?6 

ft 

IUC 

see 
fac 

fit's 


"From  a  pro's  point  of  view,  TV  Guide  is  the  bible 
of  the  industry"  says  actress  Beverly  Penberthy,  star 
of  "Another  World'.'  "We  have  an  enormous  respon- 
sibility. In  TV  Guide,  people  have  a  magazine  to 
complain  to.  It  has  an  open  mind;  you 
get  both  sides!' 


^ Americc  e 


"Television  has  such  an 
influence  on  everybody's  life. 
I'd  be  cheating  myself  if  I 
didn't  understand  what  was 
going  on'/  says  Barbara  Langlois, 
top  fashion  model.  "TV  Guide  has 
more  in-depth  coverage,  without 
being  opinionated.  Doesn't  every- 
body read  TV  Guide?" 


"The  movies  and  the 
iatre  used  to  fight  tele- 
on"  notes  Jerome  Minskoff , 
■ner  of  Broadway's  Minskoff 
eatre.  "Now  I  don't  think 
her  medium  can  do  without  it 
1  Guide  tells  me  things  I 
n't  get  from  any  other 
urce.  I  like  the  problem 
sees— problems  of  the 
tworks  or  shows— 
i  what  they  do  to 
srcome  them, 
at's  entertainment" 


Like  most  of  New  York's  finest, 
Richard  Ferris  is  a  street  sociologist. 
And  TV  Guide  helps  him  learn  more 
about  the  effects  of  television:  "I  enjoy 
the  articles.  They  give  you  insights  you 
never  would  know.  Sometimes  they're 
critical  about  shows,  or  even  net- 
works. I  like  that?' 


Every  week,  TV  Guide  delivers 
the  biggest,  busiest,  buying-est  maga- 
zine audience  in  the  land.  Over  42 
million  adult  readers.  And  TV  Guide 
reaches  your  prime  prospects  faster 
than  any  other  magazine,  to  give  you 
the  action  edge. 

Sell  to  America  in  America's 
best  selling  magazine. 


eods  TV  Guide. 


e*  and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Publications,  Inc. 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 

—WHERE  THEY  RANK:  1979- 

Assets 

Market 
Sales  Value 

Net 

|)r,  .1  i  j  . 

r  ron  IS 

V   1  ulipdll  y  lllbCdl  y C til  CllUf 

Assets 

Sales 

Market  Value 
of  Common 

■ 

445 

490 

A1  1 

Rlnp  Bell  ISnnrl 

A7Q  1  ^% 

O  f  7,  1  JO 

Any  noc 

391 

■ 

■ 

Boatmen's  Bancshares  (Dec) 

1,879,245 

143,179 

61,000 

131 

39 

44 

40 

Boeing  (Dec) 

4,897,200 

8,131,000 

3,249,383 

318 

167 

228 

1  C  7 

15/ 

Boise  Cascade  (Dec) 

t  ic\c\  nc  i 
2, 3U9,U5  f 

2,y  lo,61U 

901,143 

293 

98 

276 

217 

ooraen  (Dec) 

2,462,760 

4,312,533 

743,945 

A  i  n 
4  1U 

182 

274 

l  ft  l 

1  o  1 

1  P.  1  A  7C\C\ 
i,o  lo,  1 UU 

0  717  Ann 

7AC  709 
/  *+0,  I\JL 

■ 

498 

■ 

■ 

Borman's  (Jan) 

142,471 

905,376 

14,950 

456 

■ 

■ 

458 

Boston  Edison  (Dec) 

1,659,268 

698,002 

299,772 

■ 

365 

a 

■ 

Braniff  International  (Dec) 

1, 134,721 

1,346,275 

170,162 

381 

178 

59 

100 

Bristol-Myers  (Dec) 

l,y22,015 

2,752,777 

2,422,501 

■ 

■ 

■ 

DIUdUVlCW  ruldllCldl  Jl-*ct! 

l  ^ftfl  7nn 

lo  /  ,  /  ou 

TO  1AA 

■ 

■ 

406 

■ 

Brown-Fonnan  Distillers  (Apr) 

457,610 

337,032 

500,294 

■ 

413 

■ 

■ 

Brown  Group  (Oct) 

503,996 

1,144,922 

186,354 

■ 

386 

■ 

■ 

Brunswick  (Dec) 

yyy,u46 

1    1C7  ill 

1,25  ^,333 

268,81 1 

■ 

487 

A  70 

4/y 

Bucyrus-Erie  (Dec) 

£A  n  o  o  i 

C  CI  A1C 

a  no  i  An 
4U8,24U 

37<; 

■j  /  j 

187 

425 

37R 

o  /  o 

RiirlmotAn  Tnniictnoc  ICanil 
DUllIll^lUU  HIUUMllc>  ^>3Cpi] 

1  O^d  d^l 

1  ,70*+,^ 

1  A7A  ^  1 A 

All  All 

148 

149 

284 

156 

Burlington  Northern  (Dec) 

4,228,484 

3,250,495 

710,150 

193 

174 

45 

71 

Burroughs  (Dec) 

3,386,661 

2,785,492 

3,228,501 

■ 

419 

423 

4UU 

t_aDot  pept) 

CIA  1  n71 

y42,y /o 

1    111  5fti 

1, 122,3V  1 

477,905 

■ 

■ 

430 

■ 

Caesars  World  (July) 

407, 738 

223,215 

467,092 

1  00 

■ 

■ 

Pslifnrnis  Firct  TtsnL  IT^pp^ 

v_  rfl  1 11 . 1  III  d  illsl  DdUK  yLJKX.) 

J,XOJ,  107 

1 00  0 1 1 

■ 

■ 

291 

462 

Cameron  Iron  Works  (June) 

627,862 

545,968 

703,232 

■ 

236 

197 

222 

Campbell  Soup  (July) 

1,325,823 

2,248,692 

989,160 

■ 

456 

■ 

■ 

V  aiTipDtrJl  JLdggign  \l  JVL) 

A1}  2  1AC 
4ZO,  loo 

1  C\C\7  5AH 

OftA  1  fl  1 
Z04,  101 

■ 

329 

426 

Capital  Cities  Communications  (Dec) 

473,134 

A  \  A  QC\f\ 

414,»yi) 

634,945 

909 

■ 

372 

33A 

lanital  H<ilHino  IDprl 

?  AAA  AP.9 

CIA  ^7^ 

JJ7(OjO 

490 

171 

214 

207 

Carnation  (Dec) 

1,483,566 

2,825,508 

932,975 

176 

491 

262 

185 

Carolina  Power  &  Light  (Dec) 

3,647,913 

925,910 

791,507 

A  Ol 

4y2 

218 

453 

4Uo 

Carter  Hawley  Hale  Stores  (Jan) 

1,4©  1,249 

t  if" is.  mo 

A  3  7  711 
4o/,  /  1  1 

■ 

317 

■ 

Castle  ot  Cooke  (Dec) 

1,1  M,924 

1,593,386 

354,648 

1  HA 
1  uo 

45 

28 

A^ 

Patomillar  Tr-iftnr  mprl 
*~  a  lei  yl  I  Idl    ildtlUl  ^Ucl] 

^  Afn  ^a 

7  A1 3  1 

A  AA7  A^A 

■ 

■ 

300 

459 

'CBI  Industries  (Dec) 

691,155 

640,795 

692,822 

335 

127 

119 

123 

CBS  (Dec) 

2,179,529 

3,670,390 

1,458,382 

25 1 

■ 

■ 

■ 

Crsl  (Uec) 

2,763,815 

265,07*9 

76,954 

OLD 

155 

308 

in  1 

2U1 

Celanese  (Dec) 

9  aon  nnn 

2  i  /i  a  nnn 
o,  14o,UUU 

OOo,  14o 

172 

355 

188 

V_  clllldJ  ot  jUUUI  t»Csl 

3  (.y-i  AJ7 

0,0/0,*+/  / 

1  AOft  AOS 

1,1/10,  /  OJ 

342 

■ 

■ 

■ 

f'onrr^l  R ar* rnmnMtmn  1  Tlorl 
V^CIllI al  DdllCUipUldllUIl  ^i/cl1 

1  09  QAO 

i  yz,,  you 

127  361 

429 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

1,757,454 

170,831 

84,449 

436 

■ 

■ 

■ 

7Central  Fidelity  Banks  (Dec) 

1,751,927 

171,771 

68,013 

■ 

■ 

429 

482 

Central  Louisiana  Energy  (Dec) 

770,066 

710,628 

yf £. n  /ion 
469,480 

■ 

209 

■ 

■ 

Central  Soya  (Aug) 

557,583 

2,448,074 

TAi  nno 

201,992 

453 

■ 

334 

348 

r'onrral  TV> lonri Atio  Jb  ITtilil-ioc  i 'Owl 
vtilUdl    IclcpilUilc  Oi-  \JlIllllC3  [LJKi-i 

1  AAA  OS? 

7sO  ^n^ 

OiO,DU  I 

191 

■ 

■ 

■ 

Centran  (Dec) 

^  d.  i  a  n  j.a 

i,  1  D,  OOO 

inn  343 

■ 

495 

■ 

■ 

Certain-teed  (Dec) 

720,326 

916,204 

198,432 

■ 

482 

450 

■ 

Cessna  Aircraft  (Sept) 

563,228 

939,3 1 1 

438,487 

217 

122 

140 

88 

Champion  International  (Dec) 

3,040,485 

3,750,960 

1,272,538 

■ 

■ 

■ 

476 

Champion  Spark  Plug  (Dec) 

610,799 

806,546 

387,393 

■    Not  on  500  list. 

6Formerly  Chicago  Bridge  &  Iron. 
'Formerly  Commonwealth  Banks. 

*B  ad 
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FORBES,  W 


A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

F  m  nl  ovppq 

(000| 

Traded 

^vmhnl 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

12,526 

NYSE 

RUT 
DDL 

D.OO 

1.60 

32'/2 

Greensboro,  NC 

30.0 

L  Kimscy  Mann 

2,440 

OTC 

BOAT 

5.36 

2.00 

25 

St  Louis,  Mo 

1.7 

Donald  N  Brandin 

96,278 

NYSE 

BA 

5.25 

1.40 

33% 

Seattle,  Wash 

110.6 

Thornton  A  Wilson 

26,602 

NYSE 

BCC 

6.52 

1.44 

33% 

Boise,  Ida 

35.7 

John  B  Fery 

31,160 

NYSE 

BN 

4.31 

1.80 

23% 

New  York,  NY 

39.3 

Eugene  J  Sullivan 

20,814 

NYSE 

7  1£ 

2.08 

357s 

Chicago,  111 

56.1 

James  F  Bere 

2,917 

NYSE 

BRF 

0.16 

0.20 

5V» 

Detroit,  Mich 

8.4 

Paul  Borman 

13,626 

NYSE 

BSE 

3.52 

2.44 

22 

Boston,  Mass 

3.9 

Thomas  J  Galligan  Jr 

20,019 

NYSE 

BNF 

-2.2 1 

0.40 

8'/2 

Dallas,  Tex 

15.7 

Harding  L  Lawrence 

65,473 

NYSE 

BMY 

3.50 

1.39 

37 

New  York,  NY 

34.0 

Richard  L  Gelb 

2,973 

OTC  ' 

jjijvr 

o.Zo 

0.44 

9'/2 

Cleveland,  Ohio 

0.7 

John  E  Rupert 

'  12,586 

ASE 

BFDB 

3.15 

1.11 

39% 

Louisville,  Ky 

2.2 

W  L  Lyons  Brown  Jr 

7,308 

NYSE 

BG 

5.72 

1.85 

25  Vi 

St  Louis,  Mo 

26.0 

W  L  Hadley  Griffin 

20,098 

NYSE 

BC 

2.39 

0.78 

13% 

Skokie,  111 

28.0 

K  Brooks  Abemathy 

20,412 

NYSE 

BY 

2.75 

0.88 

20 

South  Milwaukee,  Wise 

6.1 

Norris  K  Ekstrom 

28,067 

NYSE 

nr  td 
dUK 

T  73 

L.I O 

1.40 

16% 

Greensboro,  NC 

67.0 

William  A  Klopman 

12,653 

NYSE 

BNI 

13.11 

1.95 

56% 

St  Paul,  Minn 

56.1 

Norman  M  Lorentzsen 

41,193 

NYSE 

BGH 

7.45 

1.95 

78% 

Detroit,  Mich 

56.5 

Paul  S  Mirabito 

10,446 

NYSE 

CBT 

6.83 

1.50 

45% 

Boston,  Mass 

8.1 

Robert  A  Charpie 

26,131 

NYSE 

CAW 

0.35 

none 

17% 

Los  Angeles,  Cal 

7.8 

William  McElnea  Jr 

5,756 

OTC 

ptRU 

LrOK 

o.jU 

1.01 

17% 

San  Francisco,  Cal 

3.7 

Toshio  Nagamura 

28,509 

OTC 

CAME 

1.97 

0.19 

24% 

Houston,  Tex 

9.3 

Myron  A  Wright 

32,972 

NYSE 

CPB 

3.98 

1.76 

30 

Camden,  NJ 

38.0 

Harold  A  Shaub 

11,090 

NYSE 

cn 

2.97 

1.05 

25% 

Dallas,  Tex 

23.2 

C  B  Lane 

13,058 

NYSE 

CCB 

4.68 

0.20 

48% 

New  York,  NY 

5.5 

Thomas  S  Murphy 

28,347 

NYSE 

i  '  ri  t  j 

L.rri 

Z.yo 

0.92 

19% 

Louisville,  Ky 

6.5 

Thomas  C  Simons 

37,319 

NYSE 

CMK 

3.70 

1.50 

25 

Los  Angeles,  Cal 

22.7 

H  Everett  Olson 

41,386 

NYSE 

CPL 

3.06 

2.02 

19'/8 

Raleigh,  NC 

6.2 

Sherwood  H  Smith  Jr 

25,192 

NYSE 

CHH 

2.67 

1.08 

17% 

Los  Angeles,  Cal 

53.0 

Philip  M  Hawley 

25,332 

NYSE 

CKE 

1.19 

0.76 

14 

Honolulu,  Haw 

43.7 

Donald  J  Kirchhoff 

86,434 

NYSE 

AT" 

LAI 

2.10 

54 

Peoria,  111 

89.4 

Lee  L  Morgan 

18,113 

NYSE 

CBH 

3.20 

1.20 

38% 

Oak  Brook,  111 

12.0 

Marvin  G  Mitchell 

27,845 

NYSE 

CBS 

7.21 

2.65 

52% 

New  York,  NY 

38.7 

John  D  Backe 

2,824 

OTC 

CBCT 

6.12 

2.05 

27  Yt 

Hartford,  Conn 

3.7 

Walter  J  Connolly  Jr 

14,420 

NYSE 

CZ 

9.52 

3.10 

47% 

New  York,  NY 

33.3 

John  D  Macomber 

71,771 

NYSE 

CSR 

2.27 

1.42 

14% 

Dallas,  Tex 

8.2 

Durwood  Chalker 

5,252 

OTC 

/~*D  A  XT 

o.yb 

1.67 

24% 

Cincinnati,  Ohio 

2.5 

Oliver  W  Birckhead 

6,689 

OTC 

CBSS 

2.61 

0.80 

12% 

Birmingham,  Ala 

2.3 

Harry  B  Brock  Jr 

5,441 

OTC 

CFBS 

2.62 

0.95 

12'/2 

Richmond,  Va 

2.7 

Alvin  R  Clements 

19,360 

NYSE 

CEL 

2.88 

0.82 

24% 

Lafayette,  La 

1.3 

Gale  L  Galloway 

14,428 

NYSE 

CSY 

2.23 

0.78 

14 

Fort  Wayne,  Ind 

9.3 

Douglas  G  Fleming 

24,696 

NYSE 

CTU 

3.34 

1.84 

25% 

Chicago,  111 

12.2 

Robert  P  Reuss 

3,878 

OTC 

CENB 

3.  ItS 

2.16 

25% 

Cleveland,  Ohio 

2.7 

John  A  Gelbach 

13,453 

NYSE 

CRT 

1.30 

0.90 

14% 

Valley  Forge,  Pa 

10.7 

Gabriel  Aufaure 

18,659 

NYSE 

CEA 

2.47 

0.76 

23% 

Wichita,  Kan 

20.5 

Russell  W  Meyer 

53,300 

NYSE 

CHA 

4.70 

1.28 

23% 

Stamford,  Conn 

43.2 

Andrew  C  Sigler 

38,261 

NYSE 

CHM 

1.49 

0.78 

10% 

Toledo,  Ohio 

16.0 

Robert  A  Stranahan  Jr 

ita  adjusted  for  stock  splits  anc 

stock  dividends  through  May  12,  1980. 

AY  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979 

Market  Value 

I* la l  rv  L  I 

Net  • 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

vin  1 1  [  •  J  I  I  V     1 1  N<-  <i  l   ycai  CI1U  / 

440 

I0l 

290 

53 

Charter  (Dec) 

1,728,694 

4,249,695 

70^  289 

4 

64 

146 

72 

Chase  Manhattan  (Dec) 

64,708,018 

6,079,238 

1,238,279 

9 

146 

379 

215 

Chemical  New  York  (Dec) 

39,375,293 

3,291,978 

546,115 

■ 

404 

286 

OoU 

Chesebrough-Pond's  (Dec) 

7HO  flftl 

1  1  77  noi 
1,1/  /  ,UVo 

7HO  CTO 

/  uy,  ozz 

190 

28 1 

345 

T47 
Z*t/ 

v  iiciMt  oy»iciii  \ukk.j 

1  41  ft  7ft  1 

1  ft^O  ^A9 

a  i  n  7m 

OIL/,  /uz 

■ 

329 

■ 

Chromalloy  American  (Dec) 

9S0  190 

1  489 

297  827 

80 

22 

442 

■ 

Chrysler  (Dec) 

6,653,100 

12,001,900 

450,252  r 

288 

402 

426 

301 

Chubb  (Dec) 

2,490,108 

1,195,542 

472,036 

369 

■ 

441 

1  11 
OOO 

Cincinnati  Gas  &  Electric  (Dec) 

1  oon  oic 

QIC  Q9A 

oZo,oZO 

4C1  74Q 

'♦oz,  /  *ty 

■ 

■ 

462 

AQ1 

Cincinnati  Milacron  (Dec) 

o  /U,oOZ 

7/17  Q7/1 

4oZ,  ZU 1 

3 

Lb 

AQ 

<*y 

34 

Citicorp  (Dec) 

106,370,619 

10,904,332 

2,942,483 

135 

60 

62 

58 

Cities  Service  (Dec) 

4,773,000 

6,276,500 

2,315,928 

154 

■ 

■ 

■ 

Citizens  &  Southern  Natl  Bank  (Dec) 

4,059,643 

382,529 

176,547 

■ 

a 

n 

f  iti7pnt  Fiflplitv  inerl 

i  R9  7  041 

ICO  QM 

Ql  481 
y  i,t+oo 

lb 

77 

461 

ZZ^ 

City  Investing  (Dec) 

A  flAC  4^A 

C  CiAH  7  1  ft 

All  114 

30 1 

Am 
Wl 

282 

Clark  Equipment  (Dec) 

1,063,075 

1,738,104 

498,453 

m 

408 

m 

370 

Clark  Oil  &  Refining  (Dec) 

453,215 

1,156,916 

200,732 

m 

■ 

491 

■ 

Cleveland-Cliffs  Iron  (Dec) 

520,376 

336,956 

406,282 

Zoo 

■ 

311 

OA  1 
ZO  1 

Cleveland  Electric  Illuminating  (Dec) 

1  A7S  7ftA 
Z,0  f  o,  /  OO 

014  T  A7 

A7H  A7H 

ibi 

100 

270 

OQ  1 

\_l_WMiil  \_Orp  [LlcCj 

1  77*;  A1A 
O,  /  1  D,OoO 

A  0ft7  1  1  c: 

7AC  QOl 

/  Oo,oyo 

224 

79 

61 

45 

Coca-Cola  (Dec) 

2  938  041 

4  96 1  402 

4  262  786 

298 

92 

153 

260 

Colgate-Palmolive  (Dec) 

2,429,284 

4,494,464 

1,177,485 

■ 

■ 

■ 

392 

Colonial  Penn  Group  (Dec) 

957,995 

751,825 

340,620 

■ 

246 

371 

T  AO 

zoy 

Colt  Industries  (Dec) 

1  Ifl  1  A  1  O 

i,oui,o  iy 

i  i /in  ;k 

CA1  1A1 
oOl,  101 

1  77 

III 

170 

145 

1  QA 

Columbia  Gas  System  (Dec) 

■a  ATA  H1A 
0,OZO,UOO 

1  T  IS  4A4 
1  ,Zoo,'f04 

499 

■ 

■ 

453 

C  r>l ii nt htis  ft  Sfinrliprn  Ohio  Flprtrir  (Oppi 

1  448  666 

416  770 

34S  H09 

■ 

■ 

396 

318 

Combined  Insurance  Co  of  America  (Dec) 

1,157,223 

662,487 

517,714 

351 

177 

203 

302 

Combustion  Engineering  (Dec) 

2,082,960 

2,757,504 

967,967 

ZOO 

■ 

■ 

■ 

Commerce  Bancshares  (Dec) 

T  AQO  AAA 
Z,OOZ,000 

Zzo,ooo 

i  no  OA/i 
i  uy,  uo^f 

■ 

415 

■ 

■ 

Commercial  JVletals  (Aug) 

994  Al  7 
ZZ4*-,  01  f 

1    141    ^  S  1 

1,  l*»l,oo  1 

f  Of  ZU  I 

57 

Qfl 

73 

Commonwealth  Edison  (Dec) 

9,172,615 

2,720,922 

1,757,660 

■ 

393 

■ 

450 

Commonwealth  Oil  Refining  (Dec) 

644,838 

1,213,626 

155,625 

35 

76 

124 

81 

Connecticut  General  Insurance  (Dec) 

14,949,809 

5,089,978 

1,425,851 

J** 

20 

25 

1  ft 
lo 

9Conoco  (Dec) 

O  11  1  171 

1  0  A47  OOfi 

izfbt+f,  yyo 

e  nfl7  c;4o 

73 

142 

114 

Aft 
Oo 

Consolidated  Edison  (Dec) 

7  ni  Tin 

a  ail  7RA 

1  <;i7  444 

348 

84 

268 

268 

Consolidated  Foods  (June) 

1  089  471 

4,720,266 

772,018 

303 

■ 

419 

Consolidated  Freightways  (Dec) 

769  171 

1,719,968 

323, 11 1 

277 

256 

256 

228 

Consolidated  Natural  Gas  (Dec) 

2,579,387 

2,045,947 

798,078 

■ 

■ 

■ 

488 

Consolidated  Papers  (Dec) 

341,629 

445,447 

291,248 

264 

195 

1  1  A 

Consumers  Power  (Dec) 

C  C7Q  f)Q7 

0,o/y,Uo  / 

i  nn^  ^74 

oon  i  c\7 
yyyj,  l\Jf 

■ 

487 

■ 

■ 

Continental  Airlines  (Dec) 

72ft  7H7 

/Oo,  /U/ 

OT  7  COA 

i  ^i  non 
i  oo,uyu 

465 

■ 

■ 

f'nnf  inpntal  Rati  If  i  Dpt^ 

V,  Ull  1 111CI 1  *.a  1  OdUK  |IjvI 

1  619  610 

154  844 

96  359 

72 

147 

128 

76 

Cnnrinpntal  fnm  IOppi 

7  458  312 

3,252,707 

1,395, 762 

180 

95 

209 

134 

Continental  Group  (Dec) 

3,595,300 

4,369,700 

943,058 

10 

140 

160 

129 

Continental  Illinois  (Dec) 

35,790,119 

3,375,857 

1,137,351 

223 

417 

247 

Continental  Telephone  (Dec) 

2,944,625 

1  1  14  ^87 

OOU,  OZ.O 

78 

150 

223 

249 

ttControl  Data  (Dec) 

6,784,500 

3,250,000 

910,858 

>    Not  on  500  list. 

'Formerly  Coastal  States  Gas. 

ttFigures 

include  unconsolidated  subsidiaries. 

'Formerly  Continental  Oil. 
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FORBES,  M> 


A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000| 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31 

Headquarters 

(000) 

Chief  Executive 

on  1  aa 

ZU,  1  oo 

N  I 

CHR 

14.93 

n  co 

U.OZ 

3/1  7/„ 

o4'/8 

Jacksonville,  Fla 

o.U 

Raymond  K  Mason 

32,059 

NYSE 

CMB 

8.81 

2.40 

385/s 

New  York,  NY 

32.5 

Willard  C  Butcher 

14,911 

NYSE 

CHL 

8.53 

3.16 

36% 

New  York,  NY 

17.5 

Donald  C  Platten 

32,251 

NYSE 

CBM 

2.56 

1.08 

22 

Greenwich,  Conn 

19.4 

Ralph  E  Ward 

NYSE 

CO 

6.05 

2.32 

30  Vi 

Baltimore,  Md 

39.9 

Hays  T  Watkins 

In  I  jL 

CRO 

3.60 

l  in 
I.  Ill 

o 1 

16 

Clayton,  Mo 

o  7  n 

Kicnaid  L  wacntell 

66,704 

NYSE 

C 

-17.18 

0.20 

6% 

Highland  Park,  Mich 

109.3 

Lee  A Iacocca 

12,422 

OTC 

CHUB 

7.87 

2.20 

38 

New  York,  NY 

7.6 

William  M  Rees 

27,233 

NYSE 

CIN 

2.59 

1.96 

165/s 

Cincinnati,  Ohio 

4.8 

William  H  Dickhoner 

14,968 

NYSE 

CMZ 

3.70 

0.66 

28% 

Cincinnati,  Ohio 

14.1 

James  A  Geier 

FNC 

4.34 

I. If 

0  33/. 
ZO  /4 

iNew  York,  in  y 

CIA 

O  1  ,o 

waiter  n  wnston 

83,208 

NYSE 

CS 

4.18 

1.13 

27% 

Tulsa,  Okla 

18.5 

Robert  V  Sellers 

28,824 

OTC 

CSGA 

0.79 

0.06 

6'/s 

Atlanta,  Ga 

5.6 

Bennett  A  Brown 

3,734 

OTC 

CFDY 

3.95 

1.35 

24  Vi 

Louisville,  Ky 

1.7 

J  David  Grissom 

24,018 

NYSE 

CNV 

5.07 

1.15 

18 

Beverly  Hills,  Cal 

69.4 

George  T  Scharffenberger 

l  o  oao 

IN  r  OH 

CKL 

8.03 

Tin 

Z.  IU 

3D  3/. 

Buchanan,  Mich 

0  1  Q 

zi.o 

Bert  t  rmllips 

7,169 

NYSE 

CKO 

10.76 

0.73 

28 

Milwaukee,  Wise 

7.9 

Robert  G  Reed  m 

12,219 

NYSE 

CLF 

3.85 

1.40 

33 'A 

Cleveland,  Ohio 

8.6 

Samuel  K  Scovil 

41,272 

NYSE 

CVX 

2.31 

1.92 

16 'A 

Cleveland,  Ohio 

5.0 

Robert  M  Ginn 

21,566 

NYSE 

CGP 

4.92 

0.35 

35'/2 

Houston,  Tex 

6.1 

Oscar  S  Wyatt  Jr 

103  CCO 

1>  I  o£ 

KO 

3.40 

1  OA 

3/1 1A 

Atlanta,  Ga 

3fi  A 

J  Paul  Austin 

81,912 

NYSE 

CL 

1.39 

1.08 

14V8 

New  York,  NY 

48.8 

Keith  Crane 

16,124 

NYSE 

CPG 

4.45 

1.30 

21V4 

Philadelphia,  Pa 

4.8 

John  J  MacWilliams 

12,790 

NYSE 

COT 

8.40 

2.50 

43% 

New  York,  NY 

32. 1 

George  A  Strichman 

32,807 

NYSE 

CG 

4.39 

2.44 

37% 

Wilmington,  Del 

1 1.4 

Bernard  J  Clarke 

1  A  3/1A 

MVCP 

in  r  or 

COC 

2.84 

o 

Z.OZ 

0  1  l/o 

J.  1  /8 

Columbus,  Ohio 

i  n 

o.u 

Ran    T    !J  -i , 

oen  l  Kay 

27,070 

OTC 

COMB 

3.37 

1.25 

19'/8 

Chicago,  111 

3.3 

Clement  Stone 

16,337 

NYSE 

CSP 

5.96 

2.10 

59'/4 

Stamford,  Conn 

43.3 

Arthur  J  Santry  Jr 

4,794 

OTC 

CBSH 

4.73 

1.48 

22% 

Kansas  City,  Mo 

3.2 

James  M  Kemper  Jr 

2,838 

ASE 

CMC 

5.33 

0.55 

26  Vi 

Dallas,  Tex 

2.7 

Stanley  A  Rabin 

Q7  Ofi-3 
O  /  ,000 

IN  1  o£ 

CWE 

2.51 

o  An 

i.nU 

on 
zu 

Chicago,  111 

1  A  A 

James  J  O  Connor 

15,000 

NYSE 

CWO 

3.93 

none 

103/s 

San  Antonio,  Tex 

1.5 

C  Howard  Hardesty  Jr 

41,329 

NYSE 

CGN 

6.54 

1.26 

34  Vz 

Hartford,  Conn 

13.9 

Robert  D  Kilpatrick 

107,673 

NYSE 

CLL 

7.58 

1.70 

47  V* 

Stamford,  Conn 

40.5 

Ralph  E  Bailey 

62,575 

NYSE 

ED 

4.51 

2.44 

24lA 

New  York,  NY 

23.1 

Charles  F  Luce 

TO  AQ3 

MVCC 

IN  lot 

CFD 

3.60 

l  An 
1  .ou 

ZD 

Chicago,  111 

John  H  Bryan  Jr 

13  net 

NTVCC 

IN  rot. 

CNF 

5.06 

IOC 

l.ZO 

San  Francisco,  Cal 

1A  1 

Raymond  F  O'Brien 

19,645 

NYSE 

CNG 

6.30 

3.00 

40% 

Pittsburgh,  Pa 

7.5 

George  J  Tankersley 

5,344 

OTC 

CPER 

10.29 

3.30 

54>/2 

Wisconsin  Rapids,  Wise 

5.4 

George  W  Mead 

52,456 

NYSE 

CMS 

3.24 

2.30 

187/s 

Jackson,  Mich 

12.1 

John  D  Selby 

15,309 

NYSE 

CAL 

-0.87 

0.40 

10 

Los  Angeles,  Cal 

12.5 

Alvin  L  Feidman 

3  033 

U1L. 

CBTN 

4.40 

1  7C 

Z*f  /2 

in  on  is  town,  Pa 

1  c 

1  .J 

Koy  1  Feral  no 

52,423 

NYSE 

CIC 

5.35 

o  nn 
z.UU 

Zovs 

INew  York,  IN  Y 

Zo.Z 

jonn  o  Kicker  )t 

32,660 

NYSE 

CCC 

5.27 

2.25 

28% 

Stamford,  Conn 

62.1 

Robert  S  Hatfield 

39,219 

NYSE 

CIL 

4.99 

1.48 

29 

Chicago,  III 

11.8 

Roger  E  Anderson 

51,524 

NYSE 

CTC 

2.15 

1.33 

16'/8 

Atlanta,  Ga 

19.0 

Charles  Wohlstetter 

16,790 

NYSE 

CDA 

6.91 

0.40 

54  V* 

Minneapolis,  Minn 

57.2 

William  C  Norris 

ita  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

VY  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


I 


WHERE  THEY  RANK:  1979 

Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Profits 

Company  (fiscal  year  end) 

($000) 

484 

358 

225 

0  AC 

Cooper  Industries  (Dec) 

i  cm  n7 1 
1,DUU,U/  1 

1   lQyl  7Q7 

l,jy4,  lyl 

909,305 

■ 

■ 

A  1  A 

4v>4 

407 

Adolph  Coors  (Dec) 

828,945 

740,504 

A  CQ  OTA 

4oy,yZo 

■ 

352 

234 

Corning  Glass  Works  (Dec) 

1,385,163 

1,421,598 

yoy,ooZ 

■ 

■ 

AZ7 

4:>/ 

a 

Cox  Broadcasting  (Dec) 

379,091 

271,187 

4oj,  1/4 

355 

n  a 
Izo 

1  Zo 

150 

CPC  International  (Dec) 

2,067,644 

3,698,689 

1 ,4o0,OO4 

■ 

324 

■ 

484 

rane  (Dec) 

1   f\A  1  1  CA 

I, j  As,  lyy 

330,805 

32 

199 

oZZ 

■ 

254 

Crocker  National  (Dec) 

16,138,650 

1,577,900 

774  1  CO 
O  /  4, 1  jo 

■ 

■ 

393 

Crown  Central  Petroleum  (Dec) 

505,027 

1,054,771 

I'll  HA  7 
zzz,uo  / 

■ 

ISA 

4  j4 

401 

Crown  Cork  &  Seal  (Dec) 

828,154 

1,402,383 

400,0  1  / 

337 

1  73 

1  /O 

165 

219 

Crown  Zellerbach  (Dec) 

2, 160,600 

2,804,100 

1  ins  001 

1  UA 
1  04 

300 

271 

C. rum  &  Forster  (Dec) 

O  £">n  3flS 
J,3ZU,OUD 

i  74  c  HAfi 

757,904 

395 

■ 

■ 

a 

Cullen/Frost  Bankers  (Dec) 

1,868,213 

166,814 

7  1  SOS 

■ 

9Q7 

£.7  f 

■ 

465 

Cummins  Engine  (Dec) 

1,102,588 

1,770,834 

9  Sft  043 

zoo,y4o 

■ 

a 

Cyclops  (Dec) 

402,580 

915,361 

70  199 

431 

1  7  A 
I/O 

167 

Dana  (Aug) 

1,755,876 

2,761,135 

ft3Q  733 

ooy,  /  oo 

id/; 
•SOU 

219 

212 

1  A 1 
101 

Dart  Industries  (Dec) 

1  OH7  9/IC 

1  A{\1  OAA 
Z,4Uo,ZOO 

936,623 

■ 

376 

a 

Data  General  (Sept) 

468,573 

507,483 

SS9  969 

■ 

■ 

a 

Datapoint  (My) 

167,941 

232,101 

49A  7  1  9 
4ZO,  /  1Z 

400 

l  on 

132 

Dayton-Hudson  (Jan) 

7    O  "5  ^    TO  C 

1,832,785 

3,384,849 

1  nns  1 3S 

493 

■ 

■ 

443 

Dayton  Power  &  Light  (Dec) 

1,480,808 

577,232 

14  c  Ana 

A1  1 
4zl 

■ 

a 

a 

Dean  Witter  Reynolds  Organization  (Aug) 

t    707  Ol  3 

1,  tor  ,7  lo 

ci  i  nn 

87,648 

150 

80 

60 

70 

Deere  (Oct) 

4,179,232 

4,933,104 

7  3S0  091 

■ 

■ 

499 

Delmarva  Power  &  Lt  (Dec) 

1,249,606 

424,699 

OL/0,OlA/ 

4zU 

9 1  s 

Z04 

211 

Delta  Air  Lines  (June) 

1    700  11 C 

l,/8o,Jz5 

2,4z/,84o 

7fll  7S7 

■ 

■ 

4Q0 

a 

Deluxe  Check  Printers  (Dec) 

216,603 

366,056 

4HA  fl  1  4. 
*tUO,Ul  4 

4oU 

■ 

a 

a 

Deposit  Guaranty  (Dec) 

i  cio  i  in 

I  77   yl  CO 

67,988 

118 

306 

Z  I  o 

155 

Detroit  Edison  (Dec) 

5,146,023 

l,698,5ll 

921  443 

123 

a 

DETROITBANK  (Dec) 

5,066,835 

439,836 

218  927 

■ 

JO  1 

4Z  I 

441 

Diamond  International  (Dec) 

OTA  f\7  l 

820,071 

1,283,377 

Aon  ftA7 

299 

226 

98 

152 

Diamond  Shamrock  (Dec) 

2,417,565 

2,356,858 

1  A7i  ssn 

■ 

446 

a 

a 

• 

Di  Giorgio  (Dec) 

1HS  AftA 

i  noft  sn9 

79,349 

396 

zoy 

c.o 

151 

Digital  Equipment  (June) 

1,863,180 

1,804,092 

9  ft  1  A  S74 

Z,o  1 0,  D  t  4 

■ 

4uy 

a 

a 

Dillingham  (Dec) 

701,697 

1,154,911 

1  Sft  A^S 

■ 

901 

■ 

a 

Dillon  Companies  (June) 

387,170 

\, 792,2X7 

9  S4  1  SO 
ZD**,  1 07 

■ 

i  on 

1  zu 

258 

Walt  Disney  Productions  (Sept) 

1, 196,424 

796,773 

1  &AQ  QSA 
1  ,*+t+y,  yoo 

3An 

■ 

a 

a 

• 

Dominion  Bankshares  (Dec) 

T  Ol  3  ATi 

ioY, ZZo 

110,360 

9ftn 
zou 

■ 

a 

a 

Donaldson,  Lufkin  &  Jenrette  (Dec) 

Z,  jo  I,o  / O 

1 9o  0 1  fi 
ozy,y  1 0 

34,860 

■ 

479 
III* 

lOO 

429 

R  R  Donnelley  &  Sons  (Dec) 

670,083 

957,807 

SIS  ft97 

a 

■ 

s  AyI 

472 

Dover  (Dec) 

414,456 

666,801 

SAA  09  ft 

49 

0  1 
Zl 

20 

Dow  Chemical  (Dec) 

10,251,637 

9,255,387 

S  ft9H  AAf\ 

■ 

■ 

OOO 

a 

Dow  Jones  (Dec) 

335,670 

440,929 

A94  OA9 
OZ4,yOZ 

■ 

461 

a 

a 

Dravo  (Dec! 

olo,Uo4 

yyZ,ooZ 

248,496 

Oft  A 
ZOO 

136 

72 

lUo 

Dresser  Industries  (Oct) 

0  cni  0(Y) 
Z,OUo,oUU 

2  A  £7  zlfiTl 
O,4o  1 ,4UU 

2,021,552 

100 

337 

130 

80 

Duke  Power  (Dec) 

5,626,075 

1,492,557 

1,371,185 

■ 

473 

148 

323 

Dun  &  Bradstreet  (Dec) 

672,601 

951,708 

1,216,171 

61 

21 

20 

16 

E  I  du  Pont  de  Nemours  (Dec) 

8,940,200 

12,571,800 

5,843,030 

331 

■ 

417 

365 

Duquesne  Light  (Dec) 

2,222,537 

622,540 

484,369 

u 

■    Not  on  500  list. 
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FORBES,  MA 


A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

[000| 

Traded 

Cvm  nr\l 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

29,874 

NYSE 

1.  tb 

0.92 

30% 

Houston,  Tex 

26.5 

Robert  Cizik 

35,042 

OTC 

ACCOB 

1.95 

0.25 

13  % 

Golden,  Colo 

9.4 

William  K  Coors 

17,672 

NYSE 

GLW 

7.05 

1.94 

56 

Corning,  NY 

30.2 

Amory  Houghton  Jr 

6,742 

NYSE 

COX 

6.20 

0.75 

64 '/4 

Atlanta,  Ga 

2.0 

Clifford  M  Kirtland  Jr 

23,796 

NYSE 

CPC 

7.51 

2.93 

60% 

Englewood  Cliffs,  NJ 

41.0 

James  W  McKee  Jr 

10,148 

NYSE 

L.K 

C  3(1 

o.oy 

1.42 

32% 

New  York,  NY 

21.0 

Thomas  M  Evans 

12,902 

NYSE 

CKN 

8.94 

1.95 

29 

San  Francisco,  Cal 

16.6 

Thomas  R  Wilcox 

5,362 

ASE 

CNP  A 

13.37 

0.37 

41% 

Baltimore,  Md 

1.3 

Henry  A  Rosenberg  Jr 

14,998 

NYSE 

CCK 

4.65 

none 

29 '/8 

Philadelphia,  Pa 

16.1 

John  F  Connelly 

25,423 

NYSE 

ZB 

5.24 

2.00 

43  % 

San  Francisco,  Cal 

31.6 

Charles  R  Dahl 

13,843 

NYSE 

i  n  on 

2.30 

54% 

New  York,  NY 

9.6 

B  P  Russell 

3,182 

OTC 

CFB1 

3.85 

0.91 

22% 

San  Antonio,  Tex 

1.9 

Thomas  C  Frost  Jr 

8,353 

NYSE 

CUM 

6.84 

1.80 

31 

Columbus,  Ind 

23.8 

Henry  B  Schacht 

3,155 

NYSE 

CYL 

1.35 

1.23 

22'/4 

Pittsburgh,  Pa 

8.9 

William  H  Knoell 

32,611 

NYSE 

DCN 

5.03 

1.46 

25% 

Toledo,  Ohio 

36.5 

Gerald  B  Mitchell 

23,863 

NYSE 

r\ 
LJ 

f  .U4 

1.80 

39% 

Los  Angeles,  Cal 

31.2 

Justin  Dart 

10,064 

NYSE 

DGN 

4.82 

none 

54% 

Westboro,  Mass 

13.4 

Edson  D  deCastro 

4,103 

NYSE 

DPT 

5.86 

none 

104 

San  Antonio,  Tex 

5.1 

Harold  E  O'Kelley 

23,720 

NYSE 

DH 

8.10 

1.65 

42% 

Minneapolis,  Minn 

40.0 

William  A  Andres 

23,835 

NYSE 

DPL 

2.01 

1.72 

14% 

Dayton,  Ohio 

3.7 

Robert  E  Frazer 

7,968 

NYSE 

D  WK 

1  27 

0.80 

11 

San  Francisco,  Cal 

9.0 

Andrew  J  Melton  Jr 

60,833 

NYSE 

DE 

5.12 

1.55 

39% 

Moline,  111 

65.4 

William  A  Hewitt 

24,301 

NYSE 

DEW 

1.91 

1.38 

12% 

Wilmington,  Del 

2.5 

Robert  D  Weimer 

19,981 

NYSE 

DAL 

6.88 

1.15 

39% 

Atlanta,  Ga 

34.5 

David  C  Garrett  Jr 

11,437 

OTC 

DELX 

3.37 

1.26 

35% 

St  Paul,  Minn 

9.4 

Eugene  R  Olson 

2,956 

OTC 

nrDC 

A  11 

1.40 

23 

Jackson,  Miss 

1.5 

Warren  A  Hood 

74,460 

NYSE 

DTE 

1.90 

1.58 

12% 

Detroit,  Mich 

10.9 

William  G  Meese 

8,502 

OTC 

DBNK 

4.77 

1.65 

25% 

Detroit,  Mich 

3.9 

Rodkey  Craighead 

12,866 

NYSE 

DN 

4.58 

2.10 

37% 

New  York,  NY 

18.5 

William  J  Koslo 

53,193 

NYSE 

DIA 

3.37 

1.51 

31% 

Dallas,  Tex 

12.4 

William  H  Bricker 

6,163 

NYSE 

1  73 

0.52 

12% 

San  Francisco,  Cal 

5.0 

Robert  Di  Giorgio 

40,894 

NYSE 

DEC 

4.10 

none 

68% 

Maynard,  Mass 

44.0 

Kenneth  H  Olsen 

12,819 

NYSE 

DHM 

2.05 

0.56 

12% 

Honolulu,  Haw 

11.0 

Herbert  C  Cornuelle 

16,139 

NYSE 

DLL 

2.08 

0.93 

15% 

Hutchinson,  Kan 

19.9 

Ray  E  Dillon,  Jr 

32,311 

NYSE 

DIS 

3.51 

0.48 

44% 

Burbank,  Cal 

21.0 

E  Cardon  Walker 

7,007 

OTC 

DMBK 

2.65 

0.90 

15% 

Roanoke,  Va 

2.7 

Byron  A  Hicks 

8,715 

NYSE 

0.14 

4 

New  York,  NY 

1.9 

Richard  H  Jenrette 

18,505 

NYSE 

DNY 

3.42 

1.00 

27% 

Chicago,  111 

14.4 

Charles  W  Lake  Jr 

17,856 

NYSE 

DOV 

3.20 

0.78 

31% 

New  York,  NY 

12.1 

Thomas  C  Sutton 

181,181 

NYSE 

DOW 

4.33 

1.45 

32% 

Midland,  Mich 

55.9 

Paul  F  Oreffice 

15,527 

NYSE 

DJ 

3.29 

1.44 

40% 

New  York,  NY 

4.9 

Warren  H  Phillips 

8,016 

NYSE 

DRV 

3.47 

1.28 

31 

Pittsburgh,  Pa 

14.4 

Robert  Dickey  DI 

38,876 

NYSE 

DI 

5.88 

1.05 

52 

Dallas,  Tex 

55.2 

John  V  James 

79,489 

NYSE 

DUK 

2.88 

1.83 

17% 

Charlotte,  NC 

20.1 

Carl  Horn  Jr 

27,719 

NYSE 

DNB 

3.19 

1.67 

43% 

New  York,  N  Y 

24.3 

Harrington  Drake 

144,719 

NYSE 

DD 

6.42 

2.75 

40% 

Wilmington,  Del 

135.5 

Irving  S  Shapiro 

35,550 

NYSE 

DQU 

1.69 

1.74 

13% 

Pittsburgh,  Pa 

4.4 

John  M  Arthur 

ata  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

AY  12,  1980 
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)EAS  AT  WORK  FOR  YOU  IN  DEFENSE. 


2limb  straight  up 

aster  than  the 
speed  of  sound. 


;l  the  power  as  the  earth  retreats 
the  sky  opens  overhead, 
limb  to  the  stratosphere  then  roll 
)othly  toward  the  target,  searching 
ahead. 

his  is  the  Air  Force's  all-weather 
5  Eagle.  The  air  superiority  fighter 
defense  of  the  skies.  An  aircraft  for 
<e  and  reconnaissance  to  protect 
men  on  the  ground, 
or  defending  the  skies,  no  plane 
match  its  combination  of  range, 
lament,  speed  and  maneuverability, 
combat,  the  Eagle's  advanced 
;tronic  systems,  long  range  radar, 
mix  of  missiles,  bombloads  and 
i  give  Eagle  pilots  the  advantage 
r  any  threat  they  may  face.  What- 
r  the  need,  whatever  the  mission, 
Donnell  Douglas  has  the  ideas,  and 
planes,  to  do  the  job. 

ueling  and  airlift  all  in  one  plane. 

version  of  our  DC-10  jetliner,  the 
■10,  has  been  selected  by  the  U.S. 
Force  for  tanker  and  cargo  missions 
i  KC-10  can  refuel  fighters  or  other 
go  planes  far  out  over  the  Atlantic 


and  then  fly  home.  Or  it  can  carry  up  to 
85  tons  of  cargo  to  bases  in  distant 
lands.  With  the  KC-10,  the  U.S.  will  be 
able  to  send  planes  and  their  support 
crews  and  equipment  just  about  any- 
where on  earth,  whenever  and 
wherever  they  are  needed  for  Free 
World  defense. 

Keeping  the  sea  lanes  free  lanes. 

We're  building  the  Harpoon  sea 
defense  missile  so  that  it  can  be 
launched  from  submarines,  ships,  or 
aircraft.  A  single  ship  equipped  with 
Harpoons  can  continuously  defend 
8,000  square  miles  (12,500  square 
kilometers)  of  ocean.  Day  or  night,  in 


any  weather  or  sea  condition,  Harpoon 
now  stands  guard  with  the  U.S.  Navy 
and  with  several  Allied  nations. 


Harpoon— one  missile  for  many  serv- 
ices but  with  one  mission— to  keep 
the  sea  lanes  free. 


If  you  would  like  more  information  about 
our  products  for  defense,  and  about  what  we 
do  in  energy,  health  care,  air  transport  and 
communications,  send  for  our  colorful  and 
informative  folder.  Write  "What  We  Do" 
McDonnell  Douglas,  Box  14526,  St.  Louis, 
MO  63178. 


DOUGLAS  K_y~  


A  JOB?  LET  S  SWAP  RESUMES  SEND  YOURS.  WE  LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526.  ST.  LOUIS,  MO  63178 


THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979  

Market  Value 


Market 

Mot 

iNet 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

(S000) 

($0001 

294 

168 

467 

Eastern  Air  Lines  (Dec) 

2,453,018 

2,881,526 

189,635 

439 

Eastern  Gas  &  Fuel  Associates  (Dec) 

923,149 

859,975 

455,898 

70 

40 

14 

15 

Eastman  Kodak  (Dec) 

7,546,912 

8,028,231 

7,767,086 

307 

141 

312 

183 

Eaton  (Dec) 

2,355,436 

3,359,914 

669,223 

■ 

373 

321 

457 

Jack  Eckerd  (July) 

490,137 

1,325,140 

653,718 

181 

161 

175 

206 

El  Paso  (Dec) 

3,569,878 

3,088,556 

1 ,064,996 

446 

192 

70 

121 

Emerson  Electric  (Sept) 

1,697,567 

2,614,1 10 

2,107,605 

323 

■ 

496 

Emhart  (Dec) 

964,544 

1,573,475 

377,500 

432 

Energy  Reserves  Group  (Dec) 

203,517 

102,346 

462,010 

96 

14 

67 

57 

Engelhard  Minerals  &  Chemicals  (Dec) 

5,800,002 

18,079,793 

2,150,100 

390 

240 

237 

311 

ENSERCH  (Dec) 

1,881,447 

2,238,216 

864,954 

267 

Equimark  (Dec) 

2,660,925 

238,955 

37,969 

358 

■ 

■ 

Equitable  Bancorporation  (Dec) 

2,038,702 

199,812 

57,747 

463 

Equitable  of  Iowa  Cos  (Dec) 

1,627,951 

390,439 

1 15,575 

486 

■ 

■ 

■ 

Equitable  Savings  &  Loan  Assoc  (Dec) 

1,493,844 

162,908 

48,556 

436 

ERC  (Dec) 

1,427,077 

535,793 

459,278 

303 

55 

333 

314 

Esmark  (Oct) 

2,389,872 

6,743,167 

629,120 

310 

375 

304 

Ethyl  (Dec) 

1,141,798 

1,656,977 

552,321 

340 

438 

Evans  Products  (Dec) 

788,027 

1,481,644 

270,732 

■ 

471 

497 

494 

Ex-CeU-O  (Nov) 

618,845 

961,867 

397,761 

6 

1 

3 

2 

Exxon  (Dec) 

49,489,964 

79,106,889 

24,189,842 

■ 

■ 

221 

286 

Farmers  Group  (Dec) 

1,265,624 

434,507 

915,705 

■ 

468 

■ 

■ 

Fed-Mart  (Aug) 

321,332 

975,139 

29,495 

5 

104 

208 

172 

Federal  National  Mortgage  Assoc  (Dec) 

51,299,667 

4,211,834 

945,989 

198 

66 

134 

119 

Federated  Department  Stores  (Ian) 

3,295,344 

5,806,442 

1,334,011 

242 

Fideicor  (Dec) 

2,837,442 

284,417 

54,362 

309 

Fidelity  Financial  (Dec) 

2,344,655 

215,658 

56,933 

31 1 

Fidelity  Union  Bancorp  (Dec) 

2,341,630 

197,489 

117,250 

442 

Financial  Corp  of  Santa  Barbara  (Dec) 

1,726,736 

150,841 

57,052 

302 

> 

■ 

■ 

Financial  Federation  (Dec) 

2,397,189 

220,466 

128,196 

322 

Financial  General  Bankshares  (Dec) 

2,292,805 

203,778 

121,415 

186 

71 

401 

368 

Firestone  Tire  &  Rubber  (Oct) 

3,457,100 

5,284,200 

51 1,688 

404 

First  Alabama  Bancshares  (Dec) 

1,828,885 

186,367 

108,243 

444 

First  American  Bank  (Dec) 

1,713,173 

152,640 

67,040 

401 

First  Amtenn  (Dec) 

1,831,947 

174,888 

59,850 

320 

■ 

■ 

First  &  Merchants  (Dec) 

2,296,838 

216,544 

67,190 

220 

■ 

First  Atlanta  (Dec) 

2,999,586 

298,462 

79,891 

41 

441 

353 

287 

First  Bank  System  (Dec) 

12,118,450 

1,054,343 

592,737 

132 

First  Boston  (Dec) 

4,890,917 

145,495 

70,308 

50 

386 

316 

First  Charter  Financial  (Dec) 

9,548,833 

846,313 

532,246 

14 

189 

343 

263 

First  Chioapn  IT")prl 

30,181,800 

2,645,963 

614,312 

52 

405 

406 

First  City  Bancorporation  of  Texas  (Dec) 

9,504,717 

809,730 

503,014 

409 

■ 

■ 

First  Empire  State  (Dec) 

1,817,671 

172,431 

30,831 

411 

■ 

■ 

First  Florida  Banks  (Dec) 

r,814,677 

144,851 

55,979 

447 

■ 

■ 

First  Hawaiian  (Dec) 

1,696,598 

152,728 

77,342 

43 

434 

263 

300 

First  International  Bancshares  (Dec) 

11,503,940 

1,071,192 

784,692 

349 

■ 

■ 

■ 

First  Kentucky  National  (Dec) 

2,088,777 

190,320 

116,997 

■    Not  on  500  list. 
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FORBES,  MA 


A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

IN  umber  or 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000| 

Traded 

^vtti  nrw 
j  y  inuui 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

24,469 

NYSE 

TAT 

tAL 

2.10 

none 

7% 

Miami,  Fla 

38.9 

Frank  Borman 

21,082 

NYSE 

EFU 

2.27 

0.86 

21% 

Boston,  Mass 

9.8 

William  J  Pruyn 

161,394 

NYSE 

EK 

6.20 

2.80 

48 '/s 

Rochester,  NY 

126.3 

Walter  A  Fallon 

26,116 

NYSE 

ETN 

5.89 

1.61 

25% 

Cleveland,  Ohio 

57.8 

E  Mandell  de  Windt 

23,664 

NYSE 

ECK 

2.53 

0.85 

27% 

Clearwater,  Fla 

24.0 

Stewart  Turley 

46,813 

NYSE 

2.99 

1.36 

22% 

Houston,  Tex 

8.7 

Travis  H  Petty 

60,003 

NYSE 

EMR 

3.37 

1.48 

35  V» 

St  Louis,  Mo 

53.9 

Charles  F  Knight 

12,080 

NYSE 

EMH 

4.38 

2.30 

31% 

Farmington,  Conn 

37.5 

T  Mitchell  Ford 

48,001 

OTC 

ERGS 

0.30 

none 

9% 

Wichita,  Kan 

0.6 

Richard  K  Volk 

68,011 

NYSE 

ENG 

5.32 

0.77 

31% 

New  York,  NY 

12.4 

Milton  F  Rosenthal 

29,698 

NYSE 

ENS 

2.85 

1.41 

29l/8 

Dallas,  Tex 

18.4 

William  C  McCord 

4,161 

NYSE 

EQK 

1.51 

0.96 

9'/s 

Pittsburgh,  Pa 

2.2 

William  E  Bierer 

3,976 

OTC 

EBNC 

3.31 

0.64 

14% 

Baltimore,  Md 

2.8 

Owen  Daly  II 

5,025 

OTC 

EQIC 

4.65 

1.23 

23 

Des  Moines,  Iowa 

5.3 

Kenneth  R  Austin 

1,952 

OTC 

EQTB 

4.41 

1.00 

247/g 

Portland,  Ore 

1.0 

William  E  Love 

5,567 

OTC 

8.75 

1.25 

82  Vi 

Kansas  City,  Mo 

0.8 

Stanford  Miller 

21,978 

NYSE 

ESM 

4.40 

1.84 

28% 

Chicago,  111 

44.0 

Donald  P  Kelly 

19,128 

NYSE 

EY 

4.94 

1.28 

287/g 

Richmond,  Va 

16.0 

Floyd  D  Gottwald  Jr 

12,306 

NYSE 

EVY 

4.65 

1.40 

22 

Portland,  Ore 

18.5 

Monford  A  Orloff 

10,199 

NYSE 

XLO 

5.31 

1.75 

39 

Troy,  Mich 

16.9 

Edward  J  Giblin 

438,818 

NYSE 

AUN 

9.74 

3.90 

55  Vg 

New  York,  NY 

169.1 

Clifton  C  Garvin  Jr 

33,915 

OTC 

FGRP 

3.00 

0.84 

27 

Los  Angeles,  Cal 

10.4 

Richard  G  Lindsley 

2,226 

ASE 

FMI 

-5.54 

0.30 

13% 

San  Diego,  Cal 

10.5 

Heinz  L  Gundlach 

58,666 

NYSE 

FNM 

2.81 

1.28 

16'/8 

Washington,  DC 

1.3 

A  Oakley  Hunter 

48,290 

NYSE 

FDS 

4.21 

1.70 

275/8 

Cincinnati,  Ohio 

112.5 

Ralph  Lazarus 

4,942 

OTC 

FICR 

0.81 

0.06 

11 

Philadelphia,  Pa 

3.0 

Raymond  J  Dempsey 

6,415 

NYSE 

FDY 

2.48 

0.60 

87/8 

San  Francisco,  Cal 

1.0 

Adolph  C  Meyer  Jr 

3,813 

NYSE 

FDU 

5.87 

2.70 

30% 

Newark,  NJ 

2.4 

C  Malcolm  Davis 

3,901 

NYSE 

FSB 

3.14 

1.00 

14% 

Santa  Barbara,  Cal 

0.7 

David  L  Ti  1  ton 

4,186 

NYSE 

FFI 

5.34 

1.25 

30% 

Los  Angeles,  Cal 

0.6 

Edward  L  Johnson 

6,938 

ASE 

FGL 

2.25 

0.38 

17'/2 

Washington,  DC 

3.5 

)  William  Middendorf  II 

57,655 

NYSE 

FIR 

1.35 

0.98 

8% 

Akron,  Ohio 

107.0 

Richard  A  Riley 

5,697 

OTC 

FABC 

3.92 

1.23 

19 

Montgomery,  Ala 

2.5 

Frank  A  Plummer 

4,063 

OTC 

FABK 

3.83 

1.05 

16'/2 

Kalamazoo,  Mich 

2.1 

James  H  Duncan 

5,985 

OTC 

FATN 

1.93 

0.57 

10 

Nashville,  Tenn 

2.1 

Kenneth  L  Roberts 

3,318 

OTC 

FMCH 

4.09 

1.57 

20% 

Richmond,  Va 

3.3 

C  Coleman  McGehee 

6,947 

OTC 

FATL 

T  CO 

Z.58 

0.85 

11% 

Atlanta,  Ga 

4.2 

Thomas  R  Williams 

15,006 

OTC 

FBKS 

6.80 

2.04 

39'/2 

Minneapolis,  Minn 

9.4 

Donald  R  Grangaard 

4,536 

OTC 

FBOS 

3.78 

0.50 

15'/2 

New  York,  NY 

1.3 

George  L  Shinn 

29,776 

NYSE 

FCF 

3.05 

0.80 

177/8 

Beverly  Hills,  Cal 

2.3 

S  Mark  Taper 

39,633 

NYSE 

FNB 

2.83 

1.13 

15  Mi 

Chicago,  111 

10.2 

A  Robert  Abboud 

12,981 

NYSE 

FBT 

5.34 

1.50 

38% 

Houston,  Tex 

5.8 

James  A  Elkins  Jr 

2,868 

OTC 

FEMP 

3.04 

0.20 

10% 

Buffalo,  NY 

2.2 

Claude  F  Shuchter 

11,785 

OTC 

FFBK 

1.13 

0.36 

4% 

Tampa,  Fla 

2.0 

Chester  H  Ferguson 

3,033 

OTC 

FHWN 

4.91 

2.06 

25 '/i 

Honolulu,  Haw 

2.1 

John  D  Bellinger 

20,448 

NYSE 

FIB 

4.79 

1.40 

38% 

Dallas,  Tex 

5.4 

Robert  H  Stewart  m 

3,966 

OTC 

FKYN 

4.77 

1.70 

29V2 

Louisville,  Ky 

2.4 

A  Stevens  Miles 

ata  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

LAY  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


-WHERE  THEY  RANK:  1979- 


Market  Value 


Market 

Net. 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

350 

First  Maryland  Bancorp  (Dec) 

2,088,484 

202,390 

113,975 

287 

■ 

■ 

■ 

First  National  Bancorp  (Dec) 

2,498,981 

228,948 

76,576 

37 

315 

■ 

340 

First  National  Boston  (Dec) 

13,759,850 

1,637,090 

354,028 

382 

■ 

■ 

■ 

First  National  Charter  (Dec) 

1,918,841 

151,871 

99,004 

435 

■ 

■ 

First  National  Cincinnati  (Dec) 

1,752,813 

153,960 

126,000 

214 

First  National  State  Bancorp  (Dec) 

3,109,914 

252,897 

85,490 

■ 

422 

■ 

■ 

First  National  Supermarkets  (Mar) 

233,429 

1,111,691 

23,672 

426 

■ 

» 

First  Oklahoma  Bancorporation  (Dec) 

1,769,071 

165,231 

163,415 

60 

462 

■ 

■ 

First  Pennsylvania  (Dec) 

8,986,646 

991,227 

136,045 

189 

■ 

■ 

First  Security  (Dec) 

3,425,702 

347,980 

232,164 

258 

> 

■ 

■ 

First  Tennessee  National  (Dec) 

2,699,941 

244,206 

104,916 

159 

■ 

■ 

■ 

First  Union  Bancorporation  (Dec) 

3,897,845 

338,534 

131,702 

212 

■ 

■ 

■ 

First  Union  (Dec) 

3,120,991 

311,160 

98,056 

430 

■ 

■ 

■ 

First  United  Bancorporation  (Dec) 

1,756,768 

154,439 

88,944 

498 

■ 

■ 

First  Virginia  Banks  (Dec) 

1,457,863 

135,614 

70,586 

119 

- 

■ 

■ 

First  Wisconsin  (Dec) 

5,106,707 

434,568 

104,700 

■ 

370 

■ 

■ 

Fisher  Foods  (Dec) 

332,892 

1,336,293 

58,181 

398 

■ 

■ 

■ 

Flagship  Banks  (Dec) 

1,847,175 

172,093 

88,463 

■ 

201 

• 

■ 

Fleming  Companies  (Dec) 

297,265 

2,507,684 

110,915 

■ 

494 

■ 

Flickinger  (July) 

111,198 

920,098 

34,046 

338 

■ 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

2,135,436 

169,282 

93,738 

383 

■ 

478 

383 

Florida  Power  (Dec) 

1,914,225 

835,493 

411,885 

133 

271 

185 

115 

Florida  Power  &  Light  (Dec) 

4,847,532 

1,933,937 

1,020,475 

■ 

132 

143 

296 

Fluor  (Oct) 

1,267,739 

3,543,310 

1,242,582 

297 

144 

246 

189 

FMC  (Dec) 

2,434,774 

3,307,484 

835,614 

■ 

458 

■ 

■ 

Food  Fair  (July) 

659,007* 

1,000,000* 

21,154 

21 

5 

39 

12 

Ford  Motor  (Dec) 

23,510,200 

43,513,700 

3,845,696 

■ 

143 

■ 

466 

Foremost-McKesson  (Mar) 

1,134,114 

3,313,155 

380,096 

■ 

■ 

346 

454 

Fort  Howard  Paper  (Dec) 

421,818 

342,486 

610,521 

■ 

311 

443 

■ 

Foster  Wheeler  (Dec) 

894,855 

1,654,010 

449,361 

■ 

■ 

129 

288 

Freeport  Minerals  (Dec) 

683,152 

487,692 

1,374,593 

485 

208 

■ 

324 

Fruehauf  (Dec) 

1,499,977 

2,451,346 

337,912 

■ 

252 

a 

416 

Fuqua  Industries  (Dec) 

925,796 

2,056,824 

235,931 

■ 

395 

■ 

■ 

GAF  (Dec) 

835,635 

1,213,243 

136,151 

■ 

253 

■ 

■ 

Gamble-Skogmo  (Jan) 

1,076,519 

2,053,003 

138,387 

■ 

436 

100 

216 

Gannett  (Dec) 

1,049,262 

1,065,244 

1,664,422 

327 

■ 

447 

398 

GATX  (Dec) 

2,257,683 

896,452 

444,491 

■ 

■ 

■ 

455 

GEICO  (Dec) 

1,412,297 

704,588 

253,721 

■ 

■ 

211 

■ 

General  American  Oil  Co  of  Texas  (June) 

391,613 

149,168 

940,957 

365 

109 

106 

139 

General  Dynamics  (Dec) 

2,004,798 

4,059,576 

1,609,482 

31 

11 

8 

9 

General  Electric  (Dec) 

16,644,500 

22,460,600 

11,534,349 

jL  f  o 

0/ 

no 

General  roods  (Marl 

C  A  7")  A  C/C 

D, 4/2,400 

1,0/  7,y  f  L 

■ 

■ 

446 

■ 

General  Instrument  (Feb) 

514,232 

718,104 

446,097 

399 

123 

141 

195 

General  Mills  (May) 

1,835,200 

3,745,000 

1,257,875 

11 

2 

4 

4 

General  Motors  (Dec) 

32,022,900 

66,311,200 

14,468,200 

127 

338 

389 

307 

General  Public  Utilities  (Dec) 

4,991,994 

1,490,154 

528,402 

257 

■ 

177 

218 

General  Reinsurance  (Dec) 

2,706,805 

903,556 

1,057,203 

■  Not  on  500  list. 
tAssets  as  of  5/5/79. 
•Estimated. 
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A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Pnrnnrafp 

F  m  nlnupps 

LIIIL'II'  Vtt5 

(000) 

Traded 

o  y  muKji 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

5,875 

OTC 

T2AA  T~"\D 

3. 16 

1.10 

19'/2 

Baltimore,  Md 

2.5 

I  Owen  Cole 

4,786 

OTC 

FNTL 

3.36 

1.06 

16 

Denver,  Colo 

2.7 

Theodore  D  Brown 

12,314 

NYSE 

FB 

6.84 

2.05 

28% 

Boston,  Mass 

10.6 

Richard  D  Hill 

3,736 

OTC 

FNCH 

4.03 

1.58 

26  Vi 

Kansas  City,  Mo 

1.8 

Gordon  E  Wells 

4,500 

OTC 

FNAC 

5.01 

2.00 

28 

Cincinnati,  Ohio 

1.6 

William  N  Liggett 

4,120 

NYSE 

CMC 

4.43 

2.15 

20% 

Newark,  NJ 

2.7 

Robert  R  Ferguson  Jr 

4,304 

OTC 

FOOD 

0.96 

0.02 

5*4 

Maple  Heights,  Ohio 

20.0 

Richard  )  Bogomolny 

9,016 

OTC 

FOKL 

2.15 

0.30 

18>/8 

Oklahoma  City,  Okla 

1.3 

Charles  A  Vose 

15,548 

NYSE 

FPA 

1.06 

1.32 

8% 

Philadelphia,  Pa 

6.5 

George  A  Butler 

11,830 

OTC 

FSCO 

2.97 

0.86 

195/8 

Salt  Lake  City,  Utah 

4.6 

George  S  Eccles 

9,025 

OTC 

r  1  LIN 

2.41 

0.69 

11% 

Memphis,  Term 

3.2 

Ronald  A  Terry 

4,662 

OTC 

FUBC 

5.95 

2.15 

28 'A 

St  Louis,  Mo 

3.1 

Clarence  C  Barksdale 

6,942 

OTC 

FUNC 

3.39 

0.93 

14'/8 

Charlotte,  NC 

4.2 

C  Clifford  Cameron 

3,325 

OTC 

FBFW 

4.66 

1.20 

26% 

Fort  Worth,  Tex 

1.3 

Paul  W  Mason 

10,267 

NYSE 

FVB 

1.31 

0.50 

67/s 

Falls  Church,  Va 

2.8 

Thomas  K  Malone  Jr 

4,188 

NYSE 

rWr) 

1.85 

25 

Milwaukee,  Wise 

4.8 

Hal  C  Kuehl 

6,206 

NYSE 

FHR 

-1.14 

0.55 

9% 

Bedford  Heights,  Ohio 

14.0 

Dominick  D  DiMatteo  Jr 

7,007 

OTC 

FLAG 

2.58 

0.55 

12% 

Miami  Beach,  Fla 

2.9 

Philip  F  Searle 

6,338 

NYSE 

FLM 

2.61 

0.93 

17'/2 

Oklahoma  City,  Okla 

7.8 

Richard  D  Harrison 

2,867 

OTC 

FLIC 

2.21 

0.59 

117s 

Buffalo,  NY 

5.7 

Robert  F  N orris 

7,499 

OTC 

rlNrir 

TIC 

0.58 

12'/2 

Jacksonville,  Fla 

2.9 

John  H  Manry  Jr 

29,160 

NYSE 

FDP 

2.07 

1.41 

14'/8 

St  Petersburg,  Fla 

3.9 

Andrew  H  Hines  Jr 

40,819 

NYSE 

FPL 

4.22 

2.32 

25 

Miami,  Fla 

10.3 

Marshall  McDonald 

23,612 

NYSE 

FLR 

4.02 

0.97 

52V8 

Irvine,  Cal 

23.5 

J  Robert  Fluor 

32,139 

NYSE 

FMC 

4.55 

1.40 

26 

Chicago,  111 

46.2 

Robert  H  Malott 

7,358 

PAC 

QFFS 

—28.68 

none 

2% 

Ft  Lauderdale,  Fla 

16.9 

Grant  C  Gentry 

120,178 

NYSE 

F 

9.75 

3.90 

32 

Dearborn,  Mich 

494.6 

Philip  Caldwell 

14,761 

NYSE 

FOR 

4.06 

1.40 

25% 

San  Francisco,  Cal 

17.7 

Thomas  E  Drohan 

13,455 

NYSE 

FHP 

4.45 

1.23 

45% 

Green  Bay,  Wise 

3.6 

Paul  J  Schierl 

16,957 

NYSE 

FWC 

2.86 

0.67 

26'/2 

Livingston,  NJ 

16.4 

Frank  A  Lee 

31,479 

NYSE 

FT 

o.lo 

0.78 

43% 

New  York,  NY 

3.9 

Paul  W  Douglas 

12,177 

NYSE 

FTR 

7.28 

2.30 

27% 

Detroit,  Mich 

33.1 

Robert  D  Rowan 

12,753 

NYSE 

FQA 

5. II 

0.43 

18'/2 

Atlanta,  Ga 

19.4 

John  B  Fuqua 

13,447 

NYSE 

GAF 

1.83 

0.68 

10  V» 

New  York,  NY 

15.3 

Jesse  Werner 

4,162 

NYSE 

GSK 

7.52 

1.48 

33lA 

Minneapolis,  Minn 

21.9 

Wayne  E  Matschullat 

34,766 

NYSE 

GCI 

3.75 

1.67 

47% 

Rochester,  NY 

21.0 

Allen  H  Neuharth 

12,095 

NYSE 

Ijjvl  1 

2.00 

36% 

Chicago,  111 

10.1 

James  J  Glasser 

21,366 

OTC 

GCOR 

3.24 

0.36 

11% 

Washington,  DC 

5.7 

John  J  Byrne 

15,553 

NYSE 

GAO 

2.25 

0.54 

6OV2 

Dallas,  Tex 

1.7 

William  P  Barnes 

26,603 

NYSE 

GD 

6.85 

1.20 

60'/2 

St  Louis,  Mo 

81.6 

David  S  Lewis 

227,839 

NYSE 

GE 

6.20 

2.70 

50% 

Fairfield,  Conn 

405.0 

Reginald  H  Jones 

49,962 

NYSE 

GF 

4.65 

1.90 

33% 

White  Plains,  NY 

50.0 

James  L  Ferguson 

8,747 

NYSE 

c  on 

none 

51 

New  York,  NY 

24.0 

Frank  G  Hickey 

50,315 

NYSE 

GIS 

2.92 

1.20 

25 

Minneapolis,  Minn 

64.2 

E  Robert  Kinney 

289,364 

NYSE 

GM 

10.04 

5.30 

50 

Detroit,  Mich 

852.7 

Thomas  A  Murphy 

61,264 

NYSE 

GPU 

1.56 

1.20 

8% 

Parsippany,  NJ 

11.2 

William  G  Kuhns 

10,899 

OTC 

GREI 

12.29 

2.00 

97 

Greenwich,  Conn 

1.3 

Harold  J  Hudson  Jr 

ita  adjusted  for 

stock  splits  and  stock  dividends  through  May  12,  1980. 

'ailable 

AY  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979 

r 

Market  Value 

Market 

Net  • 

Assets 

Sales 

of  Common  r 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

|$000) 

($000) 

■ 

367 

230 

344 

General  Signal  (Dec) 

971,381 

1,342,774 

896, 1 52 

■ 

25 

28 

33 

24 

General  Telephone  &  Electronics  (Dec) 

18,405,965 

9,957,817 

4,169,361 

415 

232 

411 

357 

General  Tire  &  Rubber  (Nov) 

1,797,105 

2,294,853 

492,742 

■ 

460 

■ 

■ 

Genesco  (July) 

360,127 

992,925 

50,484 

■ 

369 

322 

440 

Genuine  Parts  (Dec) 

475,444 

1,337,468 

651,152 

152 

74 

56 

66 

Georgia-Pacific  (Dec) 

4,118,000 

5,207,000 

2,600,760 

90 

82 

18 

25 

Getty  Oil  IDec) 

6,031,920 

4,831,005 

6,058,858 

■ 

388 

■ 

■ 

Giant  Food  (Feb) 

307,400 

1,242,620 

86,301 

155 

■ 

■ 

■ 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

4,041,477 

361,339 

157,151 

479 

266 

260 

273 

Gillette  (Dec) 

1,527,748 

1,984,722 

795,760 

144 

■ 

■ 

■ 

Girard  (Dec) 

4,359,874 

393,853 

128,106 

■ 

416 

■ 

449 

,0GK  Technologies  (Dec) 

684,687 

1,140,813 

276,810 

160 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

3,888,766 

365,220 

224,560 

352 

163 

■ 

351 

B  F  Goodrich  (Dec) 

2,082,029 

2,988,078 

322,517 

110 

38 

216 

197 

Goodyear  Hre  &  Rubber  (Dec) 

5,371,239 

8,238,676 

922,893 

467 

259 

323 

283 

Gould  (Dec) 

1,613,063 

2,029,008 

649,907 

169 

73 

79 

107 

W  R  Grace  (Dec) 

3,728,853 

5,266,629 

1,822,541 

■ 

■ 

391 

■ 

W  W  Grainger  (Dec) 

359,637 

732,506 

527,137 

■ 

56 

■ 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

l,272,434t 

6,684,179 

214,694 

■ 

407 

398 

319 

Great  Northern  Nekoosa  (Dec) 

1,096,771 

1,157,652 

517,158 

53 

■ 

410 

312 

Great  Western  Financial  (Dec) 

9,453,989 

878,354 

493,592  . 

408 

85 

331 

240 

Greyhound  (Dec) 

1,818,769 

4,700,051 

632,01 1 

■ 

341 

■ 

■ 

Grumman  (Dec) 

797,501 

1,476,010 

191,994 

117 

70 

251 

105 

Gulf  &  Western  Industries  (July) 

5,160,193 

5,288,247 

815,406 

27 

8 

16 

10 

Gulf  Oil  (Dec) 

17,265,000 

23,910,000 

6,753,641 

296 

■ 

428 

341 

Gulf  States  Utilities  (Dec) 

2,439,345 

864,338 

469,942 

377 

a 

412 

422 

Gulf  United  (Dec) 

1,930,935 

530,058 

491,406 

158 

44 

26 

51 

Halliburton  (Dec) 

3,922,523 

7,765,807 

4,999,105 

■ 

430 

■ 

a 

Hammermill  Paper  (Dec) 

644,939 

1,076,560 

159,264 

■ 

■ 

■ 

491 

Hanna  Mining  (Dec) 

565,524 

408,913 

329,522 

74 

■ 

■ 

■ 

Harris  Bankcorp  (Dec) 

7,107,759 

587,107 

180,147 

■ 

464 

238 

433 

Harris  Corp  (June) 

822,722 

982,111 

863,462 

■ 

479 

■ 

■ 

Harsco  (Dec) 

573,980 

945,275 

314,594 

276 

■ 

■ 

■ 

Hartford  National  (Dec) 

2,590,627 

226,414 

42,315 

464 

207 

226 

274 

H  J  Heinz  (Apr) 

1,624,074 

2,470,883 

906,957 

102 

■ 

■ 

■ 

Walter  E  Heller  International  (Dec) 

5,566,491 

633,760 

269,010 

■ 

■ 

390 

■ 

Helmerich  &  Payne  (Sept) 

303,728 

146,498 

528,128 

427 

227 

232 

159 

Hercules  (Dec) 

1,761,177 

2,345,425 

874,149 

■ 

406 

■ 

498 

Hershey  Foods  (Dec) 

607,199 

1,161,295 

348,665 

■ 

378 

330 

410 

Heublein  (June) 

971,918 

1,303,392 

634,002 

388 

225 

41 

120 

Hewlett-Packard  (Oct) 

1,900,000 

2,361,000 

3,499,550 

■ 

a 

250 

294 

Hilton  Hotels  (Dec) 

637,005 

513,934 

823,831 

■ 

421 

359 

480 

Holiday  Inns  (Dec) 

1,227,352 

1,112,645 

576,882 

■ 

■ 

357 

446 

Homestake  Mining  (Dec) 

.256,995 

220,219 

583,907 

195 

106 

77 

91 

Honeywell  (Dec) 

3,339,600 

4,209,500 

1,850,648 

■ 

353 

■ 

■ 

George  A  Hormel  (Oct) 

319,779 

1,414,016 

164,503 

■ 

■ 

236 

485 

Hospital  Corp  of  America  (Dec) 

1,074,537 

900,004 

865,837 

■    Not  on  500  list. 

'"Formerly  General  Cable. 

t  Assets  as  of  1 1/24/79. 

1  ; 
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FORBES,  MA 

A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(OOO) 

Traded 

Symbol 

Items 

l~0i  vi  ri  pnn^ 

(Dec.  31) 

ilLLil.H.jlltiJ  LCI  3 

(000) 

V  1 1 1 1_  1  CAL  i_  Li  11 V  C 

23,818 

NYSE 

GSX 

3.52 

1.00 

37% 

Stamford,  Conn 

26.2 

Nathan  R  Owen 

147  ^ftft 

MVCP 

IN  I  Ot 

GTE 

4  1C\ 
4.ZU 

0 

Z.  34 

Zo  74 

Stamford,  Conn 

00A  Q 
ZZo.O 

Theodore  F  Brophy 

23,652 

NYSE 

GY 

3  44 

1.46 

20% 

Akron,  Ohio 

42.2 

Michael  G  O'Neil 

12,621 

NYSE 

GCO 

0  22 

none 

4 

Nashville,  Tenn 

26.5 

John  L  Hanigan 

27,562 

NYSE 

GPC 

2  24 

0.84 

23% 

Atlanta,  Ga 

12.1 

Wilton  D  Looney 

98,607 

NYSE 

GP 

3.12 

1.13 

26% 

Portland,  Ore 

44.0 

Robert  E  Flowerree 

CI  IC/t 
OZ,  1  Jf 

MVCP 
IN  I  j£ 

GET 

7  34 

i  /in 
I  .^u 

M  /4 

Los  Angeles,  Cal 

I  A  A 

Harold  t  nerg 

4,862 

ASE 

GFS  A 

1  A4 

0.97 

17% 

Washington,  DC 

12.5 

Israel  Cohen 

13,969 

NYSE 

GFC 

0  1  0 

0.60 

Beverly  Hills,  Cal 

1.2 

Herbert  J  Young 

30,171 

NYSE 

GS 

3.67 

1.66 

26% 

Boston,  Mass 

33.9 

Colman  M  Mockler  Jr 

5,176 

OTC 

GIRA 

6.08 

1.86 

24% 

Bala  Cynwyd,  Pa 

3.4 

William  B  Eagleson  Jr 

1 1  474 

NYSE 

GK 

4  75 

l  l  ^ 

1.13 

Z4  /8 

Greenwich,  Conn 

11  fl 

Robert  P  Jensen 

14,035 

NYSE 

GDW 

2  61 

0.51 

16 

Oakland,  Cal 

1.1 

Herbert  M  Sandler 

16,434 

NYSE 

GR 

4.89 

1.44 

19% 

Akron,  Ohio 

42.2 

John  D  Ong 

71,681 

NYSE 

GT 

2  02 

1.30 

1278 

Akron,  Ohio 

150.3 

Charles  J  Pilliod  Jr 

27,953 

NYSE 

GLD 

3.78 

1.66 

23  Vi 

Rolling  Meadows,  111 

36.4 

William  T  Ylvisaker 

a^  nni 

IN  I  OH 

GRA 

5.02 

1  Oft 

ACM  A 

iNew  rorK,  in  i 

CO  1 
OZ.  I 

J  Peter  Grace 

14,104 

NYSE 

GWW 

0.88 

37% 

Skokie,  111 

6.0 

David  W  Grainger 

24,892 

NYSE 

GAP 

-0. 15 

none 

8% 

Montvale,  NJ 

65.0 

Jonathan  L  Scott 

15,974 

NYSE 

GNN 

J.OJ 

1.45 

32% 

Stamford,  Conn 

12.5 

Robert  Hellendale 

22,436 

NYSE 

GWF 

4.15 

0.84 

22 

Beverly  Hills,  Cal 

2.2 

James  F  Montgomery 

43  966 

IN  I  OC 

Q 

2  80 

l  n4 

l4*  /8 

Phoenix,  Ariz 

Ji.J 

vjcrdiu  n  t  rdutiiidn 

8,727 

NYSE 

rn 

2  06 

1.20 

22 

Bethpage,  NY 

28.0 

John  C  Bierwirth 

55,095 

NYSE 

GW 

3  70 

0.59 

147/8 

New  York,  NY 

127.2 

Charles  G  Bluhdorn 

195,051 

NYSE 

• — i  v ) 

A  78 

2.06 

34% 

Pittsburgh,  Pa 

57.6 

Jerry  McAfee 

42,722 

NYSE 

GSU 

1.74 

1.36 

11 

Beaumont,  Tex 

4.1 

W  Donhain  Crawford 

Lo ,  1ZO 

MVCP 
IN  I  Ot 

PHP 

2  48 

n  qa 

Z  1  74 

Jacksonville,  Fla 

7  7 

t  v»rant  ritts 

58,813 

NYSE 

HAL 

6  42 

1.85 

85 

Dallas,  Tex 

112.1 

John  P  Harbin 

7,584 

NYSE 

HML 

4.47 

1.43 

21 

Erie,  Pa 

12.2 

Albert  F  Duval 

8,906 

NYSE 

niNjvi 

A  1  4 
o.  it 

1.85 

37 

Cleveland,  Ohio 

4.5 

Robert  F  Anderson 

6,798 

NYSE 

HBC 

4.65 

1.83 

26'/2 

Chicago,  111 

3.8 

Charles  M  Bliss 

OA  OAQ 
ZO,ZO  O 

MVCP 

IN  I  Ot 

WD  C 

Z.HO 

n  aa 

OZ  /8 

Melbourne,  Fla 

Joseph  A  Boyd 

10,067 

NYSE 

ucr 

^  97 

o.z  / 

1.80 

3  HA 

Wormleysburg,  Pa 

16.2 

Jeffrey  J  Burdge 

2,821 

OTC 

UM  AT 
JlINA.1 

^  0Q 

O.ZV 

1.30 

15 

Hartford,  Conn 

2.7 

Robert  L  Newell 

22,394 

NYSE 

UM7 

2.05 

40'/2 

Pittsburgh,  Pa 

41.1 

Anthony  J  F  O'Reilly 

11,760 

NYSE 

HLR 

3.40 

1.15 

227/s 

Chicago,  111 

4.6 

Franklin  A  Cole 

12,612 

NYSE 

HP 

2.63 

0.27 

41% 

Tulsa,  Okla 

1.2 

Walter  H  Helmerich  m 

Al  "XQ'X 

MVCP 
IN  I  Ot 

WPP 

on  v0 

ZU  /8 

Wilmington,  Del 

1A  A 

Alexander  F  Giacco 

14,159 

NYSE 

HSY 

3.78 

1.35 

24% 

Hershey,  Pa 

11.7 

William  E  C  Dearden 

21,311 

NYSE 

1.52 

29% 

Farmington,  Conn 

24.9 

Stuart  D  Watson 

59,189 

NYSE 

H  WP 

3.43 

0.35 

59'/s 

Palo  Alto,  Cal 

52.0 

John  A  Young 

26,050 

NYSE 

HLT 

3.76 

1.09 

31% 

Beverly  Hills,  Cal 

31.0 

Barron  Hilton 

32,049 

NYSE 

HIA 

1.76 

0.64 

18 

Memphis,  Tenn 

39.3 

Roy  E  Winegardner 

MVCP 
IN  I  ot 

HM 

5.41 

o  nn 

Q  1  \A 
J  I  72 

San  Francisco,  Cal 

0  A 

Harry  M  Conger 

22,230 

NYSE 

HON 

10.95 

2.40 

83  V* 

Minneapolis,  Minn 

94.6 

Edson  W  Spencer 

9,606 

ASE 

HRL 

3.19 

0.74 

17'/s 

Austin  Minn 

J1U3L111,  1*111111 

8.4 

Ira  J  Holton 

19,457 

NYSE 

HSP 

3.05 

0.48 

44  Vi 

Nashville,  Tenn 

40.0 

Donald  S  MacNaughton 

ta  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 
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"It  is  not  in  my  nature  to  give  interviews" 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries, " 
he  said,  "and  the  solid  reputation  of  your  magazine,  I 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

An  apt  demonstration  of  one  of  TIME'S  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIME'S  authority  and  leader- 
ship—as newspapers  around  the  world  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME's  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979.  All  Rights  Reserved. 


Priceless  sayings 
for  only  7.95 


Here's  a  capital  gift  suggestion  for 
rou  or  your  company's  business  list. 
Hve  a  millionaire's  sayings  for  only 
7.95.  It's  the  ideal  gift  for  the  capital- 
sts  of  your  choice— the  new  book  by 
nagazine  Editor-in-Chief  Malcolm 
'orbes:  "The  Sayings  of  Chairman 
Malcolm." 

An  answer  to  Chairman  Mao's 
jttle  Red  Book,  this  volume  is  bound 
11  rich,  lucre-green  vinyl. 

It's  a  collection  of  funny,  provoca- 
ive,  and  often  outrageously  punny  one- 
iners.  Quotable,  even  applicable,  glints 
»f  14-karat  wisdom.  Over  a  half  a  thou- 
and  of  them— all  negotiable  at  any 
oiree,  tete-a-tete  or  business  luncheon. 
*resented  in  this  very  gif  t-givable  book 
iubtitled:  "The  Capitalist's  Handbook!' 

You  can  order  these  priceless  say- 
ngs  individually  or  in  bulk  through 
rour  nearest  Capitalist  bookstore  or  by 
ompleting  the  coupon. 


Here's  what  they're 
saying  about  The  Sayings 
of  Chairman  Malcolm": 

Am  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was  delicious. 
I  ate  it:' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick  up  the  tele- 
phone. Now,  start  calling  every  bookstore  in 
town  until  you  find  one  that  has  a  copy  of 
Chairman  Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it? 

"This  little  book  is  witty,  wise,  serene,  some- 
times sober  and  at  other  times  tipsy ;  but  always 
great,  terrific,  and  in  all  ways,  well  worth 
its  price!' 

Barry  Gray,  Radio  Station  WMCA,  New  York 

"I've  read  it,  and  I  recommend  it  to  you  un- 
conditionally It  is  a  terrific  book,  with  a  thou- 
sand things  that  you'll  want  to  repeat,  and 
memorize. . '.' 

John  Weisman,  Los  Angeles  Times 

"It  is  unlikely,  though  possible,  that  students 
at  the  Wharton  or  Harvard  Business  Schools 
will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes'  capital- 
istic pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capital- 
ist bookstore  (because  the 
diligent  chaps  have  already 
sold  out),  then  use  this  coupon 
to  order  one  or  more  for  yourself  or  others. 
Send  $7.95  in  check  or  money  order,  plus 
5(K  for  postage  and  handling  for  each  copy 
you  order  to  Harper  &  Row,  Mail  Order 
Dept.  1235EE,  10  East  53rd  St.,  New 
York,  N.Y.  10022.  Please  add  applicable 
sales  tax. 

Enclosed  is  my  check  or  money  order  for 

$  covering.  .  copies  of  "The 

Sayings  of  Chairman  Malcolm!' 

Name  

Address 


City 


State 


Zip 


Forbes: 
CapitalistTbof 


THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979 

Market  Value 

Market 

Net' 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  endl 

I  $000) 

($000) 

($000) 

474 

■ 

■ 

■ 

Hospital  Trust  (Dec) 

1,541,377 

141,795 

41,000 

79 

69 

245 

174 

""  Household  Finance  (Dec) 

6,728,600 

5,310,700 

839,151 

165 

282 

179 

171 

Houston  Industries  (Dec) 

3,834,697 

1,854,159 

1,047,102 

454 

290 

111 

205 

Houston  Natural  Gas  (July) 

1,663,159 

1,797,835 

1,553,288 

■ 

■ 

313 

420 

Houston  Oil  &  Minerals  (Dec) 

945,639 

351,594 

663,822 

■ 

• 

378 

■ 

Howard  Johnson  (Dec) 

486,412 

577,725 

548,584 

■ 

■ 

191 

337 

Hughes  Tool  (Dec) 

981,683 

804,561 

997,932 

■ 

489 

365 

■ 

Humana  (Aug) 

1,190,099 

926,654 

566,766 

279 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

2,553,241 

235,357 

92,790 

196 

■ 

■ 

E  F  Hutton  Group  (Dec) 

3,315,842 

750,267 

141,786 

■ 

■ 

■ 

432 

HysteT  (Jan) 

443,949 

683,289 

270,327 

179 

124 

■ 

281 

IC  Industries  (Dec) 

3,617,800 

3,734,600 

392,634 

451 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

1,668,664 

152,339 

129,073 

■ 

■ 

■ 

447 

Ideal  Basic  Industries  (Dec) 

671,461 

435,253 

307,586 

332 

368 

315 

Illinois  Power  (Dec) 

2,214,652 

751,822 

563,958 

- 

83 

■ 

■ 

381 

Imperial  Corp  of  America  (Dec) 

6,520,823 

583,152 

361,998 

59 

89 

142 

89 

INA  (Dec) 

8,987,035 

4,551,372 

1,254,434 

339 

■ 

■ 

■ 

Indiana  National  (Dec) 

2,130,411 

211,358 

55,620 

203 

■ 

■ 

■ 

Industrial  National  (Dec) 

3,224,684 

329,022 

106,825 

389 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

1,892,863 

182,256 

52,180 

340 

200 

199 

192 

Ingersoll-Rand  (Dec) 

2,128,410 

2,542,105 

986,232 

255 

128 

320 

226 

Inland  Steel  (Dec) 

2,725,473 

3,635,225 

655,871 

■ 

■ 

127 

367 

Intel  (Dec) 

500,093 

662,996 

1,396,710 

■ 

260 

374 

278 

Interco  (Feb) 

1,239,036 

2,024,307 

554,385 

■ 

423 

■ 

■ 

Interlake  (Dec) 

733,559 

1,104,588 

148,574 

20 

10 

1 

3 

International  Business  Machines  (Dec) 

24,529,974 

22,862,776 

37,568,928 

■ 

a 

282 

444 

International  Flavors  &  Fragrances  (Dec) 

387,807 

409,299 

718,766 

113 

37 

150 

52 

International  Harvester  (Oct) 

5,247,475 

8,392,042 

1,203,720 

476 

342 

183 

245 

International  Minerals  &  Chemical  (June) 

1,537,600 

1,474,700 

1,041,008 

■ 

486 

■ 

■ 

International  Multiioods  (Feb) 

387,421 

930,968 

144,630 

134 

90 

87 

36 

International  Paper  (Dec) 

4,843,461 

4,533,300 

1,785,879 

18 

12 

48 

49 

^International  Tel  &  Tel  (Dec) 

26,178,202 

21,996,023 

2,952,390 

249 

204 

138 

138 

nInterNorth  (Dec) 

2,785,998 

2,499,202 

1,301,216 

■ 

103 

■ 

■ 

Iowa  Beef  Processors  (Oct) 

416,789 

4,216,370 

227,245 

30 

377 

■ 

408 

•Mrving  Bank  (Dec) 

16,702,433 

1,304,490 

290,734 

329 

191 

■ 

415 

IU  International  (Dec) 

2,229,494 

2,619,056 

360,406 

- 

247 

■ 

319 

295 

Jefferson-Pilot  (Dec) 

2,790,174 

752,716 

658,080 

■ 

121 

■ 

■ 

Jewel  Companies  (Jan) 

1,012,367 

3,764,266 

293,580 

356 

273 

409 

298 

Jim  Walter  (Aug) 

2,049,460 

1,931,682 

496,121 

313 

234 

383 

255 

Johns-Manville  (Dec) 

2,324,380 

2,283,330 

538,325 

234 

105 

27 

56 

Johnson  &  Johnson  (Dec) 

2,873,954 

4,211,571 

4,851,051 

■ 

450 

484 

■ 

Johnson  Controls  (Sept) 

702,797 

1,024,448 

408,753 

■ 

■ 

496 

■ 

Joy  Manufacturing  (Sept) 

676,246 

781,623 

398,952 

99 

19 

50 

55 

K  mart  (Jan) 

•  5,642,439 

12,858,585 

2,917,379 

222 

166 

261 

98 

Kaiser  Aluminum  &  Chemical  (Dec) 

2,975,200 

2,926,500 

791,791 

■ 

467 

■ 

a 

Kaiser  Steel  (Dec) 

1,141,273 

975,247 

189,243 

412 

■ 

408 

■ 

ttKaneb  Services  (Dec) 

1,812,863 

525,693 

498,066 

■    Not  on  500  list. 

1  'Formerly  Northern 

Natural  Gas. 

t+Figures  include  unconsolidated  subsidiaries. 

12Formerly  Charter  N 

ew  York. 
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A  ROSTER  OF  THE  U.S.S  BIGGEST  CORPORATIONS 


— SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

V_UI  pUI  dlC 

niiipiuy  tea 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

2,000 

OTC 

HTCO 

4.96 

2.12 

20'/2 

Providence,  RI 

1.8 

Henry  S  Woodbridge  Jr 

46,298 

NYSE 

HFC 

3.33 

1.48 

18'/e 

Prospect  Heights,  Hi 

77.0 

Gilbert  R  Ellis 

35,952 

NYSE 

HOU 

4.84 

2.36 

29  Vs 

Houston,  Tex 

8.0 

Don  D  Jordan 

38,591 

NYSE 

HNG 

3.57 

1.05 

40»/4 

Houston,  Tex 

11.6 

Robert  R  Herring 

29,179 

ASE 

HOI 

2.07 

0.80 

22% 

Houston,  Tex 

1.2 

F  Fox  Benton  Jr 

22,165 

NYSE 

H| 

1.55 

0.44 

24% 

Boston,  Mass 

27.6 

Howard  B  Johnson 

19,191 

NYSE 

HT 

3.88 

0.73 

52 

Houston  Tex 

13.2 

James  R  Lesch 

17,992 

NYSE 

HUM 

1.97 

0.52 

31% 

Louisville,  Ky 

35.9 

David  A  Jones 

3,119 

OTC 

HBAN 

6.79 

1.67 

29% 

Columbus,  Ohio 

2.9 

Arthur  D  Herrmann 

8,056 

NYSE 

EFH 

4.53 

0.62 

17% 

New  York,  NY 

8.6 

Robert  M  Fomon 

6,024 

OTC 

HYST 

10.48 

2.63 

447/8 

Portland,  Ore 

8.4 

William  H  Kilkenny 

15,864 

NYSE 

ICX 

5.24 

1.76 

24% 

Chicago,  111 

65.0 

William  B  Johnson 

5,855 

OTC 

EDNB 

3.25 

0.80 

22 V» 

Boise,  Ida 

2.1 

Thomas  C  Frye 

13,301 

NYSE 

IDL 

4.57 

1.60 

23  V* 

Denver,  Colo 

4.1 

John  A  Love 

29,488 

NYSE 

IPC 

2.70 

2.28 

19'/s 

Decatur,  111 

3.9 

Wendell  J  Keiley 

14,196 

NYSE 

ICA 

5.24 

1.10 

25  Vi 

San  Diego,  Cal 

1.5 

G  Kenneth  Handley 

38,109 

NYSE 

INA 

6.34 

1.93 

32% 

Philadelphia,  Pa 

35.3 

Ralph  S  Saul 

4,944 

OTC 

INAT 

2.30  ' 

0.50 

11% 

Indianapolis,  Ind 

2.2 

Thomas  W  Binford 

6,061 

NYSE 

INB 

3.92 

1.44 

17% 

Providence,  RI 

3.4 

John  J  Cummings  Jr 

2,609 

OTC 

IBKT 

4.32 

2.20 

20 

Jenkintown,  Pa 

1.9 

Joseph  A  Gallagher 

18,966 

NYSE 

IR 

7.51 

3.16 

52 

Woodcliff  Lake,  NJ 

47.5 

William  L  Wearly 

20,739 

NYSE 

IAD 

6.27 

2.80 

31% 

Chicago,  111 

37.3 

Frederick  G  Jaicks 

20,692 

OTC 

INTC 

3.59 

none 

67'/2 

Santa  Clara,  Cal 

14.3 

Gordon  E  Moore 

14,215 

NYSE 

ISS 

7.35 

2.30 

39 

St  Louis,  Mo 

50.0 

William  L  Edwards  Jr 

6,003 

NYSE 

IK 

6.66 

2.20 

24% 

Oak  Brook,  111 

13.2 

Reynold  C  MacDonald 

583,595 

NYSE 

IBM 

5.16 

3.44 

64% 

Armonk,  NY 

337.1 

Frank  T  Cary 

36,625 

NYSE 

IFF 

1.68 

0.74 

19% 

New  York,  NY 

3.6 

Henry  G  Walter  Jr 

30,766 

NYSE 

HR 

12.01 

2.35 

39'/s 

Chicago,  111 

162.1 

Archie  R  McCardell 

26,981 

NYSE 

IGL 

4.48 

1.93 

38% 

Northbrook,  111 

10.3 

Richard  A  Lenon 

8,035 

NYSE 

IMC 

3.06 

LIS 

18 

Minneapolis,  Minn 

8.0 

William  G  Phillips 

48,267 

NYSE 

IP 

10.96 

2.20 

37 

New  York,  NY 

49.4 

Edwin  A  Gee 

115,780 

NYSE 

ITT 

2.66 

2.20 

25  Vi 

New  York,  NY 

368.0 

Rand  V  Araskog 

44,486 

NYSE 

INI 

4.09 

1.40 

29V* 

Omaha,  Neb 

10.0 

Sam  F  Segnar 

9,670 

NYSE 

IBP 

4.28 

0.52 

23 14 

Dakota  City,  Neb 

10.0 

J  Fred  Haigler 

8,551 

NYSE 

V 

7.77 

2.44 

34 

New  York,  NY 

8.7 

Gordon  T  Wallis 

32,396 

NYSE 

IU 

1.88 

0.95 

1 1 '/« 

Philadelphia,  Pa 

40.0 

John  M  Seabrook 

21,936 

NYSE 

IP 

4.43 

1.16 

30 

Greensboro,  NC 

6.2 

W  Roger  Soles 

11,184 

NYSE 

JWL 

4.54 

1.62 

26% 

Chicago,  111 

33.4 

Weston  R  Christopherson 

16,134 

NYSE 

JWC 

5.65 

1.70 

30% 

Tampa,  Fla 

25.2 

James  W  Walter 

22,314 

NYSE 

IM 

fir  i 

4.13 

1.89 

24 '/g 

Denver,  Colo 

32.5 

John  A  McKinney 

61,212 

NYSE 

INI 

5.76 

2.00 

79V* 

New  Brunswick,  NJ 

71.8 

James  E  Burke 

12,925 

NYSE 

ICI 

3.58 

1.13 

31% 

Milwaukee,  Wise 

24.3 

Fred  L  Brengel 

13,027 

NYSE 

JOY 

3.82 

1.68 

30%  • 

Pittsburgh,  Pa 

12.7 

James  W  Wilcock 

122,837 

NYSE 

KM 

2.84 

0.81 

23% 

Troy,  Mich 

243.0 

Bernard  M  Fauber 

41,132 

NYSE 

KLU 

5.66 

1.10  . 

19'A 

Oakland,  Cal 

26.8 

Cornell  C  Maier 

7,009 

NYSE 

KSC 

6.79 

1.13 

27 

Oakland,  Cal 

12.7 

Edgar  F  Kaiser  Jr 

21,538 

NYSE 

KAB 

2.17 

0.73 

2314 

Houston,  Tex 

6.4 

James  R  Whatley 

ita  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

\Y  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979  

Market  Value 


Market 

Net" 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

■ 

284 

122 

169 

Kellogg  (Dec) 

1,049,800 

1,846,600 

1,442,597 

328 

387 

■ 

345 

Kemper  (Dec) 

2,241,901 

1,246,674 

358,091 

250 

213 

180 

227 

Kennecott  Copper  (Dec) 

2,784,935 

2,433,637 

1,044,509 

312 

186 

92 

176 

Kerr-McGee  (Dec) 

2,339,165 

2,683,469 

1,753,167 

373 

■ 

■ 

■ 

Key  Banks  (Dec) 

1,957,296 

168,990 

62,169 

475 

233 

■ 

342 

Walter  Kidde  (Dec) 

1,541,254 

2,284,146 

348,234 

345 

241 

207 

69 

Kimberly-Clark  (Dec) 

2,105,000 

2,218,400 

953,713 

■ 

465 

243 

325 

Knight-Ridder  Newspapers  (Dec) 

742,373 

979,919 

839,878 

■ 

286 

281 

330 

Koppers  (Dec) 

1,138,119 

1,828,268 

720,846 

283 

59 

133 

137 

Kraft  (Dec) 

2,523,300 

6,432,900 

1,334,087 

424 

36 

393 

334 

Kroger  (Dec) 

1,776,111 

9,029,315 

524,628 

■ 

372 

■ 

431 

Lear  Siegler  (June) 

713,968 

1,327,271 

348,105 

■ 

483 

■ 

■ 

Leaseway  Transportation  (Dec) 

785,686 

937,221 

265,300 

■ 

248 

115 

133 

Levi  Strauss  (Nov) 

1,291,119 

2,103,109 

1,502,724 

■ 

398 

" 

464 

Libbey-Owens-Ford  (Dec) 

844,676 

1,208,061 

268,811 

500 

■ 

a 

■ 

Liberty  National  (Dec) 

1,442,391 

120,287 

41,976 

376 

■ 

■ 

451 

Liberty  National  Life  Insurance  (Dec) 

1,947,478 

407,199 

392,424 

■ 

478 

■ 

495 

Liggett  Group  (Dec) 

749,821 

946,284 

320,568 

336 

242 

30 

65 

Eli  Lilly  (Dec) 

2,179,132 

2,205,764 

4,356,193 

207 

■ 

■ 

Lincoln  First  Banks  (Dec) 

3,180,366 

301,592 

71,578 

69 

210 

227 

177 

Lincoln  National  (Dec) 

7,770,900 

2,445,099 

904,969 

239 

108 

112 

135 

Litton  Industries  (July) 

2,854,298 

4,087,809 

1,548,209 

343 

110 

493 

■ 

Lockheed  (Dec) 

2,112,900 

4,057,600 

405,893 

62 

118 

279 

143 

Loews  (Dec) 

8,842,683 

3,830,576 

725,412 

■ 

■ 

■ 

423 

Lone  Star  Industries  (Dec) 

739,273 

792,508 

298,215 

185 

444 

231 

173 

Long  Island  Lighting  (Dec) 

3,459,582 

1,045,498 

880,761 

■ 

■ 

89 

163 

Louisiana  Land  &  Exploration  (Dec) 

1,027,796 

791,342 

1,756,529 

■ 

379 

325 

280 

Louisiana-Pacific  (Dec) 

1,101,450 

1,301,910 

642,357 

■ 

499 

■ 

■ 

Lowe's  Companies  (Jan) 

299,899 

904,651 

236,024 

163 

41 

■ 

188 

LTV  (Dec) 

3,864,757 

7,996,809 

207,520 

■ 

■ 

168 

317 

Lubrizol  (Dec) 

519,942 

741,518 

1,095,609 

■ 

65 

269 

297 

Lucky  Stores  (Jan) 

1,221,547 

5,815,927 

768,469 

■ 

251 

366 

377 

R  H  Macy  (July) 

1,197,281 

2,058,048 

566,532 

■ 

316 

■ 

■ 

Malone  &  Hyde  (June) 

254,199 

1,615,838 

218,689 

7 

116 

184 

112 

Manufacturers  Hanover  (Dec) 

47,675,446 

3,846,622 

1,034,688 

139 

■ 

■ 

Manufacturers  National  (Dec) 

4,525,758 

405,402 

125,037 

■ 

■ 

302 

391 

MAPCO  (Dec) 

875,946 

857,912 

.689,429 

146 

57 

47 

74 

Marathon  Oil  (Dec) 

4,321,133 

6,680,597 

3,029,200 

443 

■ 

■ 

■ 

Marine  (Dec) 

1,716,172 

151,686 

50,409 

34 

354 

■ 

■ 

Marine  Midland  Banks  (Dec) 

15,728,156 

1,412,454 

234,056 

■ 

335 

367 

396 

Marriott  (Dec) 

1,080,365 

1,509,957 

565,727 

■ 

■ 

200 

354 

Marsh  &  McLennan  Companies  (Dec) 

390,706 

530,551 

980,465 

361 

■ 

■ 

■ 

Marshall  &  lisle v  (Dec) 

2,012,990 

179,578 

74,603 

425 

250 

156 

153 

Martin  Marietta  (Dec) 

-1,773,577 

2,060,843 

1,155,711 

168 

■ 

■ 

■ 

Maryland  National  (Dec) 

3,731,851 

328,858 

114,560 

a 

■ 

335 

385 

Masco  (Dec) 

754,604 

726,430 

626,204 

344 

164 

299 

257 

May  Department  Stores  (Jan) 

2,106,936 

2,977,190 

695,304 

■    Not  on  500  list. 
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FORBES,  M; 


A  ROSTER  OF  THE  U.S.S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

I— A 1 1  dUl  11 1 1  lei  I  y 

Price 

Corporate 

Employees 

(OOO) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

76,429 

NYSE 

K 

2.13 

1.29 

18% 

Battle  Creek,  Mich 

20.8 

William  E  LaMothe 

12,401 

OTC 

KEMC 

6.82 

1.20 

28% 

Long  Grove,  III 

10.6 

Joseph  E  Luecke 

33,159 

NYSE 

KN 

3.93 

1.05 

31% 

Stamford,  Conn 

36.2 

Thomas  D  Barrow 

25,877 

NYSE 

KMC 

6.18 

1.48 

67% 

Oklahoma  City,  Okla 

10.8 

Dean  A  McGee 

4,876 

OTC 

KEYB 

3.03 

1.20 

12% 

Albany,  NY 

2.5 

Victor  J  Riley  Jr 

9,775 

NYSE 

KDE 

7.85 

1.65 

35% 

Clifton,  N[ 

50.0 

Fred  R  Sullivan 

23,404 

NYSE 

KMB 

13.43 

2.81 

40% 

Neenah,  Wise 

30.8 

Darwin  E  Smith 

32,303 

NYSE 

KRN 

2.69 

0.65 

26 

Miami,  Fla 

15.0 

Alvah  H  Chapman  Jr 

26,698 

NYSE 

KOP 

3.27 

1.25 

27 

Pittsburgh,  Pa 

21.1 

Fletcher  L  Byrom 

27,939 

NYSE 

KRA 

6.71 

3.00 

47% 

Glenview,  111 

47.4 

John  M  Richman 

27,612 

NYSE 

KR 

3.13 

1.26 

19 

Cincinnati,  Ohio 

130.0 

Lyle  Everingham 

15,135 

NYSE 

LSI 

4.50 

0.98 

23 

Santa  Monica,  Cal 

25.1 

Robert  T  Campion 

11,857 

NYSE 

LTC 

3.62 

1.20 

22% 

Cleveland,  Ohio 

17.6 

Robert  A  Burgin 

41,312 

NYSE 

LV1 

4.58 

0.93 

36% 

San  Francisco,  Cal 

44.7 

Peter  E  Haas 

11,085 

NYSE 

LOF 

4.80 

2.30 

24% 

Toledo,  Ohio 

19.9 

Don  T  McKone 

1,696 

OTC 

LIBN 

4.41 

1.30 

24% 

Oklahoma  City,  Okla 

0.8 

John  W  McLean 

18,912 

OTC 

LNAT 

3.19 

1.05 

20% 

Birmingham,  Ala 

4.8 

Frank  P  Samford  Jr 

8,436 

NYSE 

LGT 

6.23 

2.50 

38 

Montvale,  NJ 

8.3 

Raymond  J  Mulligan 

72,907 

NYSE 

LLY 

4.52 

1.95 

59% 

Indianapolis,  Ind 

26.5 

Richard  D  Wood 

3,217 

OTC 

LFBK 

4.86 

1.94 

22  Vi 

Rochester,  NY 

3.3 

Alexander  D  Hargrave 

20,685 

NYSE 

LNC 

6.85 

2.70 

43% 

Fort  Wayne,  Ind 

16.6 

Ian  M  Rolland 

36,644 

NYSE 

LIT 

4.77 

0.25 

42% 

Beverly  Hills,  Cal 

77.7 

Charles  B  Thornton 

11,765 

NYSE 

LK 

2.16 

none 

34% 

Burbank,  Cal 

66.5 

Roy  A  Anderson 

11,892 

NYSE 

LTR 

15.87 

1.20 

61 

New  York,  NY 

29.4 

Laurence  A  Tisch 

10,418 

NYSE 

LCE 

5.95 

1.40 

28% 

Greenwich,  Conn 

7.8 

James  E  Stewart 

60,223 

NYSE 

LIL 

2.41 

1.74 

14% 

Mineola,  NY 

5.6 

Charles  R  Pierce 

37,979 

NYSE 

LLX 

4.45 

1.38 

46% 

New  Orleans,  La 

2.7 

John  G  Phillips 

29,736 

NYSE 

LPX 

3.57 

0.58 

21% 

Portland,  Ore 

17.0 

Harry  A  Merlo 

13,022 

NYSE 

LOW 

1.92 

0.48 

18% 

No  Wilkesboro,  NC 

5.8 

Leonard  G  Herring 

25,940 

NYSE 

LTV 

5.23 

none 

8 

Dallas,  Tex 

68.1 

W  Paul  Thayer 

19,875 

NYSE 

LZ 

4.66 

1.60 

55'/8 

Wickliffe,  Ohio 

3.9 

Lester  E  Coleman 

49,182 

NYSE 

LKS 

2.01 

0.96 

15% 

Dublin,  Cal 

63.0 

S  Donley  Ritchey 

15,737 

NYSE 

MZ 

4.85 

1.17 

36 

New  York,  NY 

44.0 

Donald  B  Smiley 

7,541 

NYSE 

MHI 

2.88 

1.00 

29 

Memphis,  Tenn 

6.7 

Joseph  R  Hyde  HI 

33,243 

NYSE 

MHC 

6.42 

2.28 

31% 

New  York,  NY 

21.2 

John  F  McGillicuddy 

5,052 

OTC 

MNTL 

6.46 

2.10 

24% 

Detroit,  Mich 

3.7 

Dean  E  Richardson 

18,824 

NYSE 

MDA 

3.83 

1.40 

36% 

Tulsa,  Okla 

3.7 

Willis  H  Thompson  Jr 

60,584 

NYSE 

MRO 

4.88 

1.40 

50 

Findlay,  Ohio 

14.1 

Harold  D  Hoopman 

1,867 

OTC 

MCRP 

5.97 

1.60 

27 

Milwaukee,  Wise 

2.0 

George  R  Slater 

12,483 

NYSE 

MM 

3.18 

0.80 

18% 

Buffalo,  NY 

10.0 

Edward  W  Duffy 

32,098 

NYSE 

MHS 

1.96 

0.16 

17% 

Washington,  DC 

65.7 

J  Willard  Marriott  Jr 

13,932 

NYSE 

MMC 

5.90 

3.20 

70% 

New  York,  NY 

10.4 

John  M  Regan  Jr 

3,430 

OTC 

MRIS 

4.91 

1.50 

21% 

Milwaukee,  Wise 

2.0 

John  A  Puelicher 

24,854 

NYSE 

ML 

7.10 

1.98 

46% 

Bethesda,  Md 

30.2 

J  Donald  Rauth 

7,160 

OTC 

MDNT 

3.49 

0.82 

16 

Baltimore,  Md 

4.5 

Robert  D  H  Harvey 

24,557 

NYSE 

MAS 

2.80 

0.58 

25% 

Taylor,  Mich 

8.7 

Richard  A  Manoogian 

28,971 

NYSE 

MA 

3.93 

1.37 

24 

St  Louis,  Mo 

71.2 

David  C  Farrell 

ata  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

At"  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979 

Market  Valua 

Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Profits 

it.  * 

Company  (fiscal  year  end) 

|3>UUUJ 

/  ennnt 
|9UuilJ 

■ 

357 

■ 

■ 

Oscar  Mayer  (Oct) 

48o,WU4 

1  3QA  AO  1 

l,oyo,  oy  1 

ir\c  ah 

»3U9,4ZZ 

324 

ooz 

204 

ttMCA  (Dec) 

2,277,224 

1,353,699 

1,278,679 

197 

1  CA 

1  ^A 
ZJ4 

313 

J  Ray  McDermott  (Mat) 

3,300,942 

3,144,564 

808,050 

308 

T  7  A 

I/O 

03 

136 

McDonald's  (Dec) 

2,354,006 

1,91 1,853 

1,743,632 

194 

71 

/Z 

l  3 1 

125 

McDonnell  Douglas  (Dec) 

3,380,604 

5,278,531 

1,368,933 

Ton 

ooU 

371 

468 

3 GA 

McGra  w-Edison  (Dec) 

i  ,oou,ooy 

aia  tun 

■ 

■ 

lOA 

zy*t 

374 

M( -G raw-Hill  (Dec) 

743,147 

879,886 

699,784 

461 

1  07 

iy  I 

394 

202 

Mead  (Dec) 

1,636,477 

2,569,517 

642,584 

■ 

■ 

3ftft 
ooo 

■ 

Medtronic  (Apr) 

205,670 

224,067 

530,817 

38 

-11  1 

3ft  1 

OO  1 

306 

Mellon  National  (Dec) 

13,507,677 

1, 147,903 

544,094 

■ 

261 

304 

9QO 

zoy 

Melville  (Dec) 

773  3^7 

n  r»T)  77H 
Z,UZZ,  /  /U 

AQQ  1  1"i 
088,  lOO 

145 

■ 

■ 

■ 

Mercantile  Bancorporation  (Dec) 

4,327,304 

381,359 

146,638 

■ 

AX^ 

■ 

■ 

Mercantile  Stores  (Jan) 

586,741 

1,067,937 

224,048 

137 

■ 

■ 

■ 

Mercantile  Texas  (Dec) 

4,708,644 

429,326 

268,832 

423 

■ 

Merchants  National  (Dec) 

1,781,795 

176,882 

53,633 

9  74 

220 

23 

ou 

iViercK  (Dec) 

9  A 1  4  f)A4 

Z.,0  1  UOH 

9  384  A9  7 

^  430  n^9 

J,*rOy,U3Z 

46 

l^A 

250 

Merrill  Lynch  (Dec) 

10,556,100 

2,051,996 

699,622 

■ 

205 

77 

Mesa  Petroleum  (Dec) 

1,145,303 

252,407 

963,990 

■ 

■ 

OU1 

442 

Metro-Goldwyn-Mayer  (Aug) 

560,260 

491,270 

691,139 

■ 

MO  f 

■ 

■ 

Fred  Meyer  (Dec) 

406, 737 

1,060,203 

195,151 

■ 

■ 

340 

37A 
O  /  » 

jvvjiv  investment  (L/ec) 

OOO  1  A  Q 

yyy,  i4o 

i^n  3^a 

A  1  7  1  £  ^ 

Oil,  Ijj 

108 

■ 

■ 

■ 

Michigan  National  (Dec) 

5,399,222 

510,695 

177,774 

84 

287 

157 

142 

Middle  South  Utilities  (Dec) 

6,503,068 

1,823,059 

1,141,717 

233 

■ 

■ 

■ 

Midlantic  Banks  (Dec) 

2,880,466 

248,442 

78,416 

138 

Aft 

DO 

1 0 
i  y 

23 

Minnesota  Mining  &  Manufacturing  (Dec) 

A   C~7A  OOO 

4,3/4,880 

3,44U,oV(J 

3,oy4, 1 24 

inn 

267 

259 

^Ac^ 

14o 

• 

Missouri  Pacific  (Dec) 

Z,4  1  L,\Jf  8 

1  Oft  1  £3A 
1  ,yo  1 ,0OO 

7Q£  700 

r  yy 

■ 

■ 

3^9 

OOZ 

445 

Mitchell  Energy  &  Development  (Jan) 

786,923 

457,549 

594,628 

16 

A 
*9 

7 

5 

Mobil  (Dec) 

27,505,756 

44,720,908 

11,672,595 

105 

Al 

Aft 
oo 

64 

Monsanto  (Dec) 

5,539, 100 

6,192,600 

2,148,348 

8 

1 90 

1Z7 

8A 

75 

J  P  Morgan  (Dec) 

43,487,679 

3,634,01 1 

1,788,349 

■ 

360 

■ 

■ 

Mornson-Knudsen  (Dec) 

A9  £  AfiA 
OZo,080 

1  3A^  Ol  A 

147  3AT 

■ 

■ 

448 

■ 

Morton-Norwich  (June) 

587,094 

731,984 

444,477 

387 

I  oo 

1D7 

IU/ 

182 

Motorola  (Dec) 

1,903,496 

2,713,795 

1,592,953 

392 

325 

1  78 

I/O 

284 

Murphy  Oil  (Dec) 

1,877,419 

1,568,929 

1,056,210 

■ 

224 

289 

292 

Nabisco  (Dec) 

1,296,714 

2,362,045 

704,353 

■ 

■ 

305 

A  1C\ 
40U 

Nalco  Chemical  (Dec) 

3Aft  C\7A 

c7q  one 
d  f  o,yuo 

Aft1;  701 

ooj,  /  y  i 

■ 

364 

■ 

■ 

"^National  Can  (Dec) 

AH7  QCl 

1  3/17  1 1  1 
l,o4  /,ZZ  1 

iy4,oyct 

434 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

1,753,822 

162,099 

78,680 

128 

■ 

■ 

National  City  (Dec) 

4,971,998 

394,060 

337,554 

51 

■ 

■ 

380 

National  Detroit  (Dec) 

9,506,400 

Oil    "\  7fl 

812,279 

359,605 

452 

0  OA 
zyo 

213 

National  Distillers  &  Chemical  (Dec) 

1,664,507 

1,772,584 

900,249 

■ 

■ 

■ 

ooU 

• 

National  Gypsum  (Dec) 

7A7  Qfl£ 

f  o/,yuo 

DC  3  A  1  A 

3A3  AftA 
000,1(54 

■ 

433 

■ 

National  Semiconductor  (May) 

/  iy,  /*HJ 

4A1  AAfl 
40  1  ,oou 

209 

102 

404 

232 

National  Steel  (Dec) 

3,160,279 

4,234,458 

503,898 

■ 

443 

■ 

■ 

National  Tea  (Dec) 

251,178 

1,045,696 

42,500 

319 

■ 

■ 

■ 

Nationwide  (Dec) 

i~i    9A-1    Z  "7  C 

2,303,675 

606,328 

169,488 

■ 

469 

296 

271 

Natomas  (Dec) 

1,390,471 

967,192 

698,896 

■    Not  on  500  list. 

ttFigures  include  unconsolidated  subsidiaries. 
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FORBES,  M/ 


A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Pvf      f~irrli  n  <i  t\' 

l      \    1    I    il  '    1  1    U  1    ■    1  ■  1   !  \ 

Price 

Corporate 

Employees 

[000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

14,631 

NYSE 

OMC 

2.90 

1.00 

20% 

Madison,  Wise 

14.5 

Jerry  M  Hiegal 

23,462 

NYSE 

MCA 

5.95 

1.28 

54  >A 

Universal  City,  Ca! 

18.7 

Lew  R  Wasserman 

32,322 

NYSE 

MDE 

1.94 

1.10 

25 

New  Orleans,  La 

60.4 

lames  E  Cunningham 

40,199 

NYSE 

MCD 

4.68 

0.51 

43% 

Oak  Brook,  111 

110.0 

Fred  L  Turner 

37,505 

NYSE 

MD 

5.06 

0.71 

36  Vi 

St  Louis,  Mo 

82.7 

Sanford  N  McDonnell 

16,338 

NYSE 

MGR 

4.44 

1.80 

26 '/» 

Elgin,  111 

38.0 

Edward  I  Williams 

24,662 

NYSE 

MHP 

3.10 

1.28 

28% 

New  York,  NY 

14.4 

Harold  W  McGraw  Jr 

25,963 

NYSE 

MEA 

5.42 

1.65 

24% 

Dayton,  Ohio 

25.0 

lames  W  McSwiney 

7,693 

NYSE 

MDT 

3.08 

0.54 

69 

Minneapolis,  Minn 

4.1 

Dale  R  Olseth 

19,607 

OTC 

MNBT 

4.92 

1.84 

27% 

Pittsburgh,  Pa 

6.7 

fames  H  Higgins 

25,023 

NYSE 

MES 

4.04 

1.40 

27  Vi 

Harrison,  NY 

48.6 

Francis  C  Rooney  Jr 

5,895 

OTC 

MTRC 

5.48 

2.32 

247s 

St  Louis,  Mo 

3.2 

Donald  E  Lasater 

5,896 

NYSE 

MST 

7.25 

1.25 

38 

New  York,  NY 

19.6 

Leon  F  Winbigler 

10,491 

NYSE 

MTD 

3.77 

1.18 

25  % 

Dallas,  Tex 

3.4 

Gene  H  Bishop 

2,167 

OTC 

MCHN 

5.62 

1.35 

24% 

Indianapolis,  Ind 

1.5 

Otto  N  Frenzel  in 

75,281 

NYSE 

MRK 

5.06 

1.90 

72  % 

Rahway,  NI 

30.8 

John  J  Horan 

36,344 

NYSE 

MER 

3.26 

0.92 

19V* 

New  York,  NY 

26.9 

Donald  T  Regan 

32,608 

NYSE 

MSA 

8.85 

0.20 

29% 

Amarillo,  Tex 

0.6 

Thomas  B  Pickens  Jr 

32,146 

NYSE 

MGM 

1.91 

0.57 

21'/2 

Culver  City,  Cal 

9.6 

Frank  E  Rosenfelt 

6,872 

OTC 

MEYR 

3.29 

0.48 

28  V4 

Portland,  Ore 

13.0 

Oran  B  Robertson 

22,442 

NYSE 

MGI 

3.36 

1.00 

2  7 'A 

Milwaukee,  Wise 

1.6 

Max  H  Karl 

9,235 

OTC 

MNCO 

4.70 

1.11 

19  V* 

Bloomfield  Hills,  Mich 

6.0 

Stanford  C  Stoddard 

90,433 

NYSE 

MSU 

2.13 

1.52 

12% 

New  Orleans,  La 

12.0 

Floyd  W  Lewis 

2,704 

OTC 

MIDL 

7.80 

2.16 

29 

West  Orange,  N( 

3.2 

Robert  Van  Buren 

117,296 

NYSE 

MMM 

5.59 

2.40 

50% 

St  Paul,  Minn 

87.7 

Lewis  W  Lehr 

15,490 

NYSE 

MIS 

1 1.68 

2.95 

51% 

St  Louis,  Mo 

22.6 

Downing  B  Jenks 

36, 1 74 

ASE 

MND 

1.70 

0.07 

16'/2 

Houston,  Tex 

2.0 

George  P  Mitchell 

212,229 

NYSE 

MOB 

9.46 

2.55 

55 

New  York,  NY 

213.5 

Rawleigh  Warner  Jr 

36,031 

NYSE 

MTC 

9.11 

3.35 

59% 

St  Louis,  Mo 

63.9 

John  W  Hanley 

38,667 

NYSE 

JPM 

7.07 

2.50 

46% 

New  York,  NY 

10.8 

Lewis  T  Preston 

4,122 

NYSE 

MRN 

6.05 

1.38 

35% 

Boise,  Ida 

28.5 

William  H  McMurren 

13,469 

NYSE 

MNP 

3.40 

1.34 

33 

Chicago,  111 

10.4 

John  W  Simmons 

31,158 

NYSE 

MOT 

4.96 

1.20 

51'/8 

Schaumburg,  111 

75.0 

Robert  W  Galvin 

12,426 

NYSE 

MUR 

8.32 

1.00 

85 

El  Dorado,  Ark 

4.4 

Charles  H  Murphy  Jr 

32,199 

NYSE 

NAB 

3.10 

1.50 

217s 

East  Hanover,  NJ 

38.0 

Robert  M  Schaeberle 

19,878 

NYSE 

NLC 

3.18 

1.36 

34'/2 

Oak  Brook,  111 

4.1 

Orell  T  Collins 

8,428 

NYSE 

NAC 

4.81 

0.72 

13  Vs 

Chicago,  111 

1 1.4 

Frank  W  Considine 

4,496 

OTC 

NCFC 

3.59 

1.41 

17'/2 

Lancaster,  Pa 

1.8 

Wilson  D  McElhinny 

7,896 

OTC 

NCTY 

6.15 

2.50 

42% 

Cleveland,  Ohio 

3.3 

Claude  M  Blair 

12,190 

NYSE 

NBD 

6.24 

1.94 

29'/2 

Detroit,  Mich 

6.5 

Robert  M  Surdam 

31,313 

NYSE 

DR 

4.04 

1.80 

28% 

New  York,  NY 

15.7 

Drummond  C  Bell 

16,522 

NYSE 

NG 

4.87 

1.32 

22 

Dallas,  Tex 

13.5 

Robert  E  Scifres 

20,000 

NYSE 

NSM 

1.71 

none 

23 '/it 

Santa  Clara,  Cal 

32.3 

Charles  E  Sporck 

19,015 

NYSE 

NS 

6.56 

2.60 

26  Vi 

Pittsburgh,  Pa 

36.5 

Howard  M  Love 

10,000 

NYSE 

NTY 

0.80 

none 

4% 

Rosemont,  111 

12.0 

Valdyn  W  Schulz 

10,272 

OTC 

NWDCA 

3.49 

0.60 

16'/2 

Columbus,  Ohio 

1.8 

Dean  W  Jeffers 

23,104 

NYSE 

NOM 

5.55 

1.08 

30'/4 

San  Francisco,  Cal 

4.0 

Dorman  L  Commons 

ta  adiusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


— WHERE  THEY  RANK:  1979  

Market  Value 

Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

88 

■ 

■ 

■ 

NCNB  IDec) 

6,365,290 

561,957 

247,430 

229 

162 

81 

95 

NCR  (Dec) 

2,918,435 

3,002,640 

1,815,389 

384 

■ 

424 

384 

New  England  Electric  System  (Dec) 

1,91 1,719 

(inn  ICO 

AT  C    A  r\T\ 

4/5,400 

295 

■ 

■ 

■ 

New  England  Merchants  (Dec) 

2,451,088 

241,740 

54,735 

437 

■ 

479 

328 

New  York  State  Electric  &  Gas  (Dec) 

1,737,523 

588,211 

41 1,516 

■ 

192 

149 

Newmont  Mining  (Dec) 

1,309,683 

867,578 

995,578 

183 

333 

239 

180 

Niagara  Mohawk  Power  (Dec) 

3,528,937 

1,516,503 

857,894 

445 

326 

349 

329 

INll_lJK  (Dec) 

1,  /  10,350 

1,561,720 

598,768 

471 

288 

159 

335 

NL  Industries  (Dec) 

1,586,876 

1,810,235 

1,139,018 

147 

■ 

252 

221 

NLT  (Dec) 

4,253,221 

791,679 

814,369 

■ 

315 

■ 

Noble  Affiliates  (Dec) 

341,212 

205,288 

659,837 

244 

347 

241 

126 

Norfolk  &  Western  Railway  System  (Dec) 

2,819,126 

1,449,167 

850,037 

■ 

217 

■ 

356 

North  American  Philips  (Dec) 

1    TOO  ~l  1  O 
1  ,290,2  1» 

~)  a  ao  nm 
2,409,003 

347,081 

205 

432 

347 

359 

Northeast  Utilities  (Dec) 

3,215,577 

1,074,385 

607,670 

428 

■ 

■ 

■ 

Northern  California  Savings  &  Loan  (Dec) 

1,759,658 

166,814 

79,459 

314 

401 

419 

375 

Northern  Indiana  Public  Service  (Dec) 

2,319,201 

1,196,244 

483,464 

472 

■ 

a 

■ 

Northern  States  Bancorp  (Dec) 

1,583,987 

148,402 

17,228 

272 

442 

306 

1  A  C 

24  o 

Northern  States  Power  (Dec) 

2,ol9,s5» 

1  f\A  O   1  7 / 

1 ,048, 1  lb 

685,592 

111 

■ 

■ 

■ 

Northern  Trust  (Dec) 

5,357,545 

489,407 

159,600 

■ 

320 

356 

320 

Northrop  (Dec) 

990,377 

1,582,477 

584,510 

478 

376 

350 

389 

Northwest  Airlines  (Dec) 

1,528,921 

1,310,558 

597,805 

39 

412 

317 

279 

Northwest  Bancorporation  (Dec) 

12,415,823 

1,145,178 

659,226 

■ 

420 

■ 

■ 

Northwest  Energy  (Dec) 

oo2,yyo 

1    1  in 

I,  l  iy,  532 

TIC  1AC 

325,34.^ 

333 

195 

181 

160 

Northwest  Industries  (Dec) 

2,196,700 

2,579,900 

1,042,728 

449 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,688,049 

164,450 

51,004 

■ 

418 

382 

361 

Norton  (Dec) 

811,529 

1,132,897 

542,157 

304 

184 

265 

235 

Norton  Simon  (June) 

2,389,233 

2,705,444 

779,440 

■ 

■ 

451 

461 

N\t  (Dec) 

1,249,9/1 

/  A  A  ODD 

o44,5B0 

438,091 

104 

29 

75 

30 

Occidental  Petroleum  (Dec) 

5,560,330 

9,554,795 

1,961,816 

■ 

238 

■ 

468 

Ogden  (Dec) 

1,199,918 

2,241,408 

285,542 

■ 

476 

349 

Ohio  Casualty  (Dec) 

1,221,264 

809,216 

414,463 

188 

459 

257 

214 

Ohio  Edison  (Dec) 

3,446,454 

994,585 

797,444 

457 

■ 

494 

■ 

Oklahoma  Gas  &  Electric  (Dec) 

1,65 1,704 

580, 795 

404,728 

438 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

1,729,629 

155,431 

106,032 

497 

295 

463 

395 

Olin  (Dec) 

1,461,073 

1,778,102 

431,208 

■ 

■ 

445 

418 

Overseas  Shipholding  Group  (Dec) 

903,065 

264,808 

447,148 

483 

237 

235 

276 

Owens-Corning  Fiberglas  (Dec) 

1,501,612 

2,245,164 

868,965 

230 

133 

360 

220 

Owens-Illinois  (Dec) 

2,910,208 

3,528,829 

576,194 

■ 

279 

437 

248 

FALLAK  (Dec) 

742, 103 

l,Bo2y22 

A  C  7  COO 

48 

94 

55 

44 

Pacific  Gas  &  Electric  (Dec) 

10,310,763 

4,372,220 

2,613,444 

301 

243 

380 

298 

Pacific  Lighting  (Dec) 

2,403,359 

2,200,182 

545,993 

■ 

■ 

362 

■ 

Pacific  Lumber  (Dec) 

229,892 

258,434 

571,758 

211 

307 

262 

ttPacific  Power  &  Light  (Dec) 

3,128,787 

803,760 

683,982 

265 

■ 

■ 

■ 

Paine  Webber  (Sept) 

2,671,922 

506,837 

48,919 

2o4 

206 

467 

379 

Pan  American  World  Airways  (Dec) 

2,o/o,  f  2U 

■*>  AQ  A  7rui 

At  "7  no 

271 

269 

162 

194 

Panhandle  Eastern  Pipe  Line  (Dec) 

2,645,714 

1,967,657 

1,124,118 

■ 

■ 

415 

■ 

Parker  Drilling  (Aug) 

387,213 

304,804 

485,137 

■    Not  on  500  list. 

ttFigures 

include  unconsolidated  subsidiaries. 
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A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


— SHARE  DATA:  1979 

Earnings 

Shares 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

|Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

18, 160 

NYSE 

NCB 

2.53 

0.62 

13% 

Charlotte,  NC 

4.7 

Thomas  I  Storrs 

26,215 

NYSE 

NCR 

8.78 

1.45 

69'/. 

Dayton,  Ohio 

67.0 

William  S  Anderson 

21,487 

NYSE 

NES 

3.45 

2.17 

22 '/8 

Westborough,  Mass 

5.3 

Guy  W  Nichols 

2,670 

OTC 

NEBK 

6.00 

1.64 

20% 

Boston,  Mass 

2.2 

Roderick  M  MacDougall 

26,128 

NYSE 

NGE 

2.83 

1.72 

15% 

Binghamton,  NY 

4.2 

Charles  F  Kennedy 

25, 125 

NYSE 

NEM 

7.05 

1.50 

39% 

New  York,  NY 

1 1.1 

Plato  Malozemoff 

67,952 

NYSE 

NMK 

2.00 

1.44 

12% 

Syracuse,  NY 

9.6 

John  G  Haehl  Jr 

18,076 

NYSE 

GAS 

4.77 

2.49 

33  Vs 

Naperville,  111 

2.5 

Clarence  J  Gauthier 

33,015 

NYSE 

NL 

0.00 

1.20 

34'/2 

New  York,  NY 

23.0 

Ray  C  Adam 

34,654 

NYSE 

NLT 

3.85 

1,12 

23% 

Nashville,  Tenn 

13.5 

Russell  L  Wagner 

21,171 

OTC 

NOBL 

1.57 

0  10 

31 'A 

Ardmore,  Okla 

1.8 

Roy  Butler 

31,194 

NYSE 

NFK 

6.36 

1.88 

27% 

Roanoke,  Va 

24.4 

John  P  Fishwick 

12,975 

NYSE 

NPH 

6.28 

1.60 

26% 

New  York,  NY 

37.4 

Pieter  C  Vink 

66,594 

NYSE 

NU 

1.22 

1.06 

9% 

Berlin,  Conn 

7.3 

Lelan  F  Sillin  Jr 

5,045 

NYSE 

NCX 

3.40 

0.70 

15% 

Palo  Alto,  Cal 

0.8 

Firmin  A  Gryp 

35,161 

NYSE 

NI 

1.86 

1.50 

13% 

Hammond,  Ind 

6.0 

Edmund  A  Schroer 

2,849 

OTC 

NSBC 

0.37 

0.28 

6% 

Detroit,  Mich 

1.8 

Robert  D  Krestel 

30,641 

NYSE 

NSP 

3.51 

2.22 

22% 

Minneapolis,  Minn 

7.0 

Donald  W  McCarthy 

4,800 

OTC 

NTRS 

5.52 

2.05 

33% 

Chicago,  111 

3.5 

E  Norman  Staub 

14,213 

NYSE 

NOC 

6.35 

1.80 

41% 

Los  Angeles,  Cal 

28.8 

Thomas  V  Jones 

21,640 

NYSE 

NWA 

3.35 

0.80 

27% 

St  Paul,  Minn 

12.8 

M  Joseph  Lapensky 

25,852 

NYSE 

NOB 

4.13 

1.28 

25  % 

Minneapolis,  Minn 

12.6 

Chester  C  Lind 

10,495 

NYSE 

NWP 

4.55 

1.28 

31 

Salt  Lake  City,  Utah 

1.7 

John  G  McMillian 

29,899 

NYSE 

NWT 

5.60 

1.90 

34% 

Chicago,  111 

43.0 

Ben  W  Heineman 

5,165 

OTC 

NWFN 

2.57 

0.49 

9V» 

Wilkesboro,  NC 

3.1 

Ben  T  Craig 

16,429 

NYSE 

NRT 

4.89 

1.39 

33 

Worcester,  Mass 

25.4 

Robert  Cushman 

48,715 

NYSE 

NSI 

2.52 

0.95 

16 

New  York,  NY 

37.0 

David  J  Mahoney 

69,461 

NYSE 

NVF 

0.76 

none 

6% 

Yorklyn,  Del 

9.9 

Victor  Posner 

72,325 

NYSE 

OXY 

7.30 

1.25 

27% 

Los  Angeles,  Cal 

34.2 

Armand  Hammer 

8,337 

NYSE 

OG 

6.58 

1.90 

34 'A 

New  York,  NY 

32.0 

Ralph  E  Ablon 

1 1,675 

OTC 

OCAS 

7.1 1 

1.40 

35% 

Hamilton,  Ohio 

5.4 

John  G  Sloneker 

59,622 

NYSE 

OEC 

1.80 

1.76 

13% 

Akron,  Ohio 

7.2 

Justin  T  Rogers  Jr 

30,260 

NYSE 

OGE 

1.36 

1.60 

13% 

Oklahoma  City,  Okla 

3.5 

James  G  Harlow  Jr 

6,627 

OTC 

OKEN 

2.93 

0.96 

16 

Grand  Rapids,  Mich 

2.0 

Richard  M  Gillett 

23,956 

NYSE 

OLN 

2.97 

0.97 

18 

Stamford,  Conn 

21.7 

John  M  Henske 

17,198 

NYSE 

OSG 

3.83 

0.33 

26 

New  York,  NY 

2.3 

Morton  P  Hyman 

30,490 

NYSE 

OCF 

3.59 

1.20 

28  % 

Toledo,  Ohio 

26.3 

William  W  Boeschenstein 

28,454 

NYSE 

OI 

4.56 

1.26 

20% 

Toledo,  Ohio 

63.8 

Edwin  D  Dodd 

8,245 

OTC 

PCAR 

14.57 

2.95 

55% 

Bellevue,  Wash 

13.4 

Charles  M  Pigott 

1 13,628 

NYSE 

PCG 

3.55 

2.31 

23 

San  Francisco,  Cal 

26.9 

Frederick  W  Mielke 

24,539 

NYSE 

PLT 

3.80 

2.06 

22% 

Los  Angeles,  Cal 

9.3 

Paul  A  Miller 

12,037 

NYSE 

PL 

4.06 

2.25 

47% 

San  Francisco,  Cal 

4.3 

Robert  B  Hoover 

37,999 

NYSE 

PPW 

2.46 

1.92 

18 

Portland,  Ore 

7.5 

Don  C  Frisbee 

5,361 

NYSE 

PWJ 

2.24 

0.44 

9% 

New  York,  NY 

6.1 

James  W  Davant 

71,188 

NYSE 

PN 

1.07 

none 

6 

New  York,  NY 

69.4 

William  T  Seawell 

18.466 

NYSE 

PEL 

8.02 

3.03 

60% 

Houston,  Tex 

7.0 

Richard  L  O'Shields 

12,894 

NYSE 

PKD 

2.79 

0.24 

37% 

Tulsa,  Okla 

4.5 

Robert  L  Parker 

ata  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979 

Market  Value 

Market 

Net  . 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

|$000) 

IS000) 

|$000| 

■ 

488 

■ 

Parker-Hannifin  (June) 

562,544 

846,438 

408,044 

109 

427 

384 

475 

Penn  Central  (Dec) 

5,392,400 

1,087,300 

535,436 

3£7 

■ 

■ 

■ 

PennCorp  Einancial  (Dec) 

">  ni7  a^a 

Z,0*+  f  DO 

All  ^  1 

**ZZ,.jD  1 

1  A 1  All 

122 

24 

80 

90 

J  C  Penney  ((an) 

5,077,000 

11,274,000 

1,817,072 

166 

■ 

267 

141 

Pennsylvania  Power  &  Light  (Dec) 

3,782,228 

860,498 

772,072 

■ 

429 

■ 

Pennwalt  (Dec) 

793,422 

1,079,303 

272,733 

323 

255 

65 

92 

Pennzoil  (Dec) 

2,292,195 

2,051,693 

2,228,666 

z  i  y 

211 

163 

inx 

"Peoples  Energy  (Sept) 

?  fVYl  700 

1  AA  1  CQ£ 

1   113  QA  1 

488 

■ 

■ 

u 

Peoples  National  Bank  of  Wash  (Dec) 

1,488,461 

145,529 

61,636 

231 

75 

63 

82 

PepsiCo  (Dec) 

2,887,578 

5,090,567 

2,262,481 

■ 

249 

■ 

Perkin-Elmer  (July) 

556,670 

733,002 

827,106 

■ 

■ 

480 

■ 

,4Petrie  Stores  (Jan) 

222,982 

448,824 

411,255 

■ 

414 

283 

A^l 

Petroiane  (Sept) 

J7J,  I 

1   1  AX  03tt 

7  1  1  1AA. 
f  1  1  ,Z*40 

216 

179 

51 

94 

Pfizer  (Dec) 

3,049,062 

2,746,025 

2,869,999 

366 

383 

327 

272 

Phelps  Dodge  (Dec) 

2,000,218 

1,280,830 

639,668 

114 

321 

158 

131 

Philadelphia  Electric  (Dec) 

5,241,260 

1,578,505 

1,139,641 

94 

■ 

■ 

■ 

Philadelphia  National  (Dec) 

5,916,461 

556,933 

168,896 

H7 

or 

63 

29 

312 
JO 

Philip  Morns  (Dec) 

A  X7U  ft^l 

A  1  AA  no  1 

A AQ1 1 

65 

30 

15 

17 

Phillips  Petroleum  (Dec) 

8,518,709 

9,502,775 

7,412,544 

414 

245 

292 

343 

Pillsbury  (May) 

1,804,483 

2,165,982 

701,435 

■ 

338 

421 

Pioneer  (Dec) 

621,759 

732,486 

617,807 

■ 

■ 

471 

■ 

Pioneer  Hi-Bred  International  (Aug) 

278,917 

327,511 

426,422 

■ 

448 

449 

A  1 7 

Pitney  Bowes  (Dec) 

i  m  \  o  1  o 

A  \  3  1Q1 

103 

■ 

■ 

■ 

Pittsburgh  National  (Dec) 

5,563,019 

471,514 

258,683 

■ 

313 

206 

493 

Pittston  (Dec) 

1,188,737 

1,647,830 

960,733 

■ 

377 

■ 

Pogo  Producing  (Dec) 

386,413 

159,212 

551,232 

■ 

361 

219 

■ 

Polaroid  (Dec) 

1,244,262 

1,361,454 

919,940 

AfY? 

■ 

485 

■ 

Portland  General  Electric  (Dec) 

1  ft")  1  Mfl 

1AQ  OS  1 

Ana  AAA 

u 

■ 

440 

396 

Potlatch  (Dec) 

976,934 

809,059 

454,920 

330 

■ 

422 

339 

Potomac  Electric  Power  (Dec) 

2,226,752 

749,333 

479,067 

270 

160 

210 

111 

PPG  Industries  (Dec) 

2,649,400 

3,091,800 

942,249 

98 

32 

17 

27 

Procter  &  Gamble  (June) 

5,663,627 

9,329,306 

6,139,584 

XA  1 

480 

431 

XQ1 

Provident  Life  &  Accident  (Dec) 

Z,  1 Z  j,  ZOO 

QA4  -1 70 

4A1  AAtt 

289 

■ 

■ 

■ 

Provident  National  (Dec) 

2,488,313 

237,286 

100,565 

363 

490 

460 

481 

Public  Service  Co  of  Colorado  (Dec) 

2,011,264 

926,510 

432,360 

310 

■ 

298 

241 

Public  Service  Company  of  Indiana  (Dec) 

2,342,088 

628,538 

696,435 

■ 

487Public  Service  Company  of  New  Mexico  iDec) 

1,186,446 

244,370 

284,737 

89 

216 

136 

97 

Public  Service  Electric  &  Gas  (Dec) 

6,104,183 

2,416,707 

1,326,595 

■ 

153 

474 

■ 

Pullman  (Dec) 

1    TOO  107 

3   1  Q7  fl07 

\  ic\  o  a 

■+ZU,  DZO 

■ 

270 

369 

338 

Quaker  Oats  (June) 

1,131,500 

1,966,300 

562,676 

140 

■ 

■ 

■ 

Rainier  Bancorporation  (Dec) 

4,495,758 

466,265 

238,656 

334 

87 

151 

229 

Ralston  Purina  (Sept) 

2,183,100 

4,600,600 

1,187,274 

470 

230 

■ 

Rapid-American  (Jan) 

1,587,729 

2,312,245 

110,686 

■ 

■ 

438 

■ 

Raychem  (June) 

306,790 

338,099 

457,496 

XI 1 

Oz.  1 

125 

71 

127 

Raytheon  (Dec) 

Z,ZyO,  3a  / 

3  717  oin 

Z,  IKJZfOOZ 

92 

48 

101 

78 

RCA  (Dec) 

5,987,800 

7,454,600 

1,656,167 

259 

385 

420 

114 

Reliance  Group  (Dec) 

2,693,461 

1,265,800 

481,320 

■    Not  on 

500  list. 

"Formerly  Peoples  Gas. 

"Latest  12  month  results. 
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A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

I  .  1  I  1111  1  lo 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

I'JUU) 

Traded 

Symbol 

Items 

1  hviuends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

i4,573 

NYSE 

PH 

3.75 

1.18 

28 

Cleveland,  Ohio 

20.2 

Patrick  S  Parker 

23,154 

NYSE 

PC 

2.41 

none 

23 '/s 

New  York,  NY 

32.9 

Richard  Dicker 

18,189 

NYSE 

PCF 

1.65 

0.13 

8% 

Santa  Monica,  Cal 

2.2 

Stanley  Beyer 

69,553 

NYSE 

JCP 

3.52 

1.76 

26'/s 

New  York,  NY 

206.0 

Donald  V  Seibert 

43,497 

NYSE 

PPL 

3.32 

2.01 

17% 

Allentown  Pa 

7.6 

Robert  K  Campbell 

8,590 

NYSE 

PSM 

5.01 

2.20 

31% 

Philadelphia,  Pa 

13.3 

Edwin  E  Tuttle 

50,508 

NYSE 

PZL 

4.69 

i.50 

44  >/8 

Houston,  Tex 

10.0 

J  Hugh  Liedtke 

26,838 

NYSE 

PGL 

5.29 

2.88 

417s 

Chicago,  111 

7.1 

Orval  C  Davis 

3,793 

OTC 

PEOP 

3.74 

0.84 

16% 

Seattle  Wash 

2.1 

Joshua  Green  111 

90,954 

NYSE 

PEP 

2.85 

1.11 

247s 

Purchase  NY 

105.0 

Donald  M  Kendall 

19,693 

NYSE 

PKN 

2.53 

0.52 

42 

Norwalk,  Conn 

13.7 

Robert  H  Sorensen 

14,060 

NYSE 

PST 

3.42 

1.75 

29% 

Secaucus,  NJ 

7.0 

Milton  J  Petrie 

49,912 

NYSE 

PTO 

1.20 

0.29 

14% 

Long  Beach,  Cal 

1 1.6 

Rudolph  J  Munzer 

73,121 

NYSE 

PFE 

3.26 

1.32 

39% 

New  York,  NY 

41.0 

Edmund  T  Pratt  Jr 

20,718 

NYSE 

PD 

5.06 

1.20 

307s 

New  York,  NY 

14.9 

George  B  Munroe 

82,883 

NYSE 

PE 

1.86 

1.80 

13% 

Philadelphia,  Pa 

9.6 

James  L  Everett 

5,824 

OTC 

PHNA 

6.77 

2.40 

29 

Philadelphia,  Pa 

5.0 

G  Morris  Dorrance  Jr 

124,544 

NYSE 

MO 

4.08 

1.19 

36 

New  York,  NY 

65.0 

George  Weissman 

154,428 

NYSE 

P 

5.77 

1.35 

48 

Bartlcsville  Okla 

30.3 

William  F  Martin 

20,041 

NYSE 

PSY 

4.62 

1.57 

35 

Minneapolis,  Minn 

58.1 

William  H  Spoor 

18,442 

NYSE 

PNA 

3.57 

1.01 

33>/2 

Amarillo,  Tex 

2.9 

K  Bert  Watson 

15,941 

OTC 

PHYB 

2.47 

0.78 

26% 

Des  Moines,  Iowa 

2.0 

Dr  William  L  Brown 

13,856 

NYSE 

PBI 

4.02 

1.25 

32 

Stamford,  Conn 

25.2 

Fred  T  Allen 

6,196 

OTC 

PITS 

7.30 

2.50 

41% 

Pittsburgh,  Pa 

3.5 

Merle  E  Gilliand 

37,492 

NYSE 

PCO 

1.45 

1.20 

255/s 

Greenwich  Conn 

15.6 

Nicholas  T  Camicia 

25,056 

NYSE 

PPP 

1.66 

0.20 

22 

Houston,  Tex 

0.1 

William  C  Liedtke 

32,855 

NYSE 

PRD 

1.10 

1.00 

28 

Cambridge,  Mass 

18.4 

William  J  McCune  Jr 

31,436 

NYSE 

PGN 

1.06 

1.70 

13 

Portland,  Ore 

2.8 

Frank  M  Warren 

15,164 

NYSE 

PCH 

4.69 

1.20 

30 

San  Francisco  Cal 

10.2 

Richard  B  Madden 

41,658 

NYSE 

POM 

1.73 

1.36 

Wh 

Washington,  DC 

5.2 

W  Reid  Thompson 

32,632 

NYSE 

PPG 

6.78 

1.88 

287s 

Pittsburgh,  Pa 

38.2 

L  Stanton  Williams 

82,688 

NYSE 

PG 

6.99 

3.30 

74% 

Cincinnati,  Ohio 

59.0 

Edward  G  Harness 

9,844 

OTC 

PACC 

7.52 

1.43 

47 

Chattanooga,  Tenn 

3.1 

H  Carey  Hanlin 

4,147 

OTC 

PROV 

6.23 

2.10 

24% 

Philadelphia,  Pa 

2.3 

Roger  S  Hillas 

32,326 

NYSE 

PSR 

1.35 

1.60 

13% 

Denver,  Colo 

6.3 

Richard  F  Walker 

29,794 

NYSE 

PIN 

3.  fy 

2.28 

23% 

Plainfield,  Ind 

4.4 

Hugh  A  Barker 

15,602 

NYSE 

PNM 

2.97 

1.88 

18% 

Albuquerque,  NM 

2.3 

Jerry  D  Geist 

68,914 

NYSE 

PEG 

2.85 

2.20 

19% 

Newark,  NJ 

13.2 

Robert  I  Smith 

1 1, 103 

NYSE 

PU 

4.34 

1.65 

377s 

Chicago,  111 

41.0 

Clark  P  Lattin  Jr 

19,830 

NYSE 

OAT 

4.01 

1.25 

28% 

Chicago,  111 

31.0 

Robert  D  Stuart  Jr 

8,758 

OTC 

RBAN 

4.23 

1.08 

27% 

Seattle  Wash 

5.3 

G  Robert  Truex  Jr 

107,934 

NYSE 

RAL 

1.19 

0.58 

11 

St  Louis,  Mo 

73.6 

R  Hal  Dean 

5,089 

NYSE 

RPD 

4.55 

0.80 

21%  ■ 

New  York,  NY 

48.0 

Meshulam  Riklis 

8,632 

OTC 

RAYC 

3.51 

0.26 

53 

Menlo  Park,  Cal 

6.7 

Paul  M  Cook 

31,386 

NYSE 

RTN 

6.30 

1.60 

67 

Lexington,  Mass 

67.2 

Thomas  L  Phillips 

74,855 

NYSE 

RCA 

3.72 

1.55 

22'/8 

New  York,  NY 

120.0 

Edgar  H  Griffiths 

8,022 

NYSE 

REL 

22.37 

1.70 

OU 

INew  York,  IN  i 

O  3 

y.o 

Saul  P  Steinberg 

ta  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

lilable 

iY  12.  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


-WHERE  THEY  RANK:  1979  

Market  Value 

Market 

Net. 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

142 

■ 

■ 

■ 

Republic  New  York  (Dec) 

4,408,405 

401,148 

127,294 

45 

474 

418 

390 

Republic  of  Texas  (Dec) 

10,797,651 

950,752 

484,124 

252 

113 

500 

244 

Republic  Steel  (Dec) 

2,749,872 

3,987,38 1 

394,461 

■ 

■ 

■ 

331 

Resorts  International  (Dec) 

405,276 

373,247 

381,300 

■ 

488 

■ 

■ 

Revco  D  S  (May) 

313,492 

927,533 

356,187 

495 

304 

116 

187 

Revlon  (Dec) 

1,470,720 

1,717,993 

1,502,685 

■ 

455 

■ 

470 

Rexnord  (Oct) 

698,662 

1,010,225 

326,897 

86 

51 

43 

33 

R  J  Reynolds  Industries  (Dec) 

6,421,900 

7,133,100 

3,443,078 

228 

145 

342 

154 

Reynolds  Metals  (Dec) 

2,923,076 

3,305,155 

615,973 

■ 

426 

358 

434 

Richardson-Merrell  (June) 

843,470 

1,090,546 

577,640 

260 

■ 

■ 

■  Riggs  National  Bank  of  Washington  DC  (Dec) 

2,686,504 

220,977 

109,208 

■ 

425 

395 

471 

Roadway  Express  (Dec) 

514,699 

1,093,662 

520,672 

151 

62 

90 

83 

Rockwell  International  (Sept) 

4,127,600 

6,176,400 

1,755,916 

■ 

318 

337 

308 

nuniii  oc  ridda  \i  /i  1 1 

1,191,903 

1,590,484 

620,957 

■ 

■ 

459 

Rowan  Companies  (Dec) 

341,611 

188,614 

432,666 

477 

344 

499 

435 

Ryder  System  (Dec) 

1,537,191 

1,454,696 

397,275 

285 

394 

280 

208 

Safeco  (Dec) 

2,507,006 

1,213,463 

724,066 

215 

17 

220 

200 

Safeway  Stores  (Dec) 

3,100,768 

13,717,861 

917,325 

■ 

410 

258 

369 

31  jutr  iTiiiierdis  ^ucif 

1,108,600 

1,148,105 

797,259 

153 

294 

240 

186 

*s  t  P  3  i  ■  1  f  ' i ml n'm  tut  i  1 1 1 1  1 
31  r  dill  \_UlIipdIlIC3  [L/CL| 

4,101,210 

1,783,056 

854,487 

325 

205 

202 

179 

St  Regis  Paper  (Dec) 

2,260,845 

2,498,436 

974,201 

422 

■ 

482 

402 

San  Diego  Gas  &  Electric  (Dec) 

1,782,565 

745,232 

409,343 

161 

199 

118 

104 

Santa  Fe  Industries  (Dec) 

3,883,100 

2,555,600 

1,486,212 

■ 

■ 

277 

■ 

Santa  Fe  International  (Dec) 

933,134 

523,095 

736,682 

468 

351 

105 

108 

Schering-Plough  (Dec) 

1,592,699 

1,434,022 

1,611,060 

143 

131 

5 

22 

Schlumberger  Limited  (Dec) 

4,375,186 

3,549,647 

11,915,813 

■ 

299 

■ 

SCM  (June) 

979,599 

1,753,723 

219,903 

403 

277 

285 

209 

Scott  Paper  (Dec) 

1,829,579 

1,908,107 

709,724 

■ 

481 

■ 

■ 

ScoviU  (Dec) 

572,721 

941,602 

163,460 

192 

244 

464 

223 

Seaboard  Coast  Line  Industries  (Dec) 

3,402,207 

2,173,804 

430,814 

66 

■ 

473 

424 

Seafirst  (Dec) 

8,400,753 

805,856 

421,904 

■ 

■ 

193 

326 

G  D  Searle  (Dec) 

1,131,622 

898,369 

994,014 

17 

9 

22 

19 

ttSears  Roebuck  (Jan) 

26,390,635 

23,660,173 

5,716,134 

19 

212 

266 

168 

Security  Pacific  (Dec) 

24,923,382 

2,438,219 

778,247 

■ 

■ 

348 

■ 

SEDCO  (June) 

724,774 

368,905 

599,064 

210 

■ 

■ 

■ 

Shawmut  (Dec) 

3,141,993 

278,952 

61,710 

33 

16 

12 

14 

Shell  Oil  (Dec) 

16,127,016 

14,431,211 

8,374,518 

■ 

400 

■ 

■ 

Sherwin-Williams  (Dec) 

704,380 

1,196,343 

129,637 

240 

99 

117 

117 

Signal  Companies  (Dec) 

2,850,500 

4,292,600 

1,495,845 

491 

194 

■ 

■ 

Singer  (Dec) 

1,482,400 

2,598,100 

151,265 

■ 

■ 

287 

490 

Smith  International  (Dec) 

553,924 

545,272 

707,823 

■ 

363 

40 

96 

SmithKline  (Dec) 

1,195,709 

1,351,145 

3,827,327 

■ 

385 

■ 

Snap-On  Tools  (Dec) 

276,880 

373,602 

532,421 

218 

■ 

■ 

Society  (Dec) 

3,018,569 

266,203 

129,225 

459 

■ 

474 

South  Carolina  Electric  &  Gas  (Dec) 

1,650,395 

544,402 

356,876 

494 

■ 

■ 

South  Carolina  National  (Dec) 

1,480,016 

143,038 

80,997 

124 

■ 

■ 

Southeast  Banking  (Dec) 

5,028,371 

438,264 

181,111 

■    Not  on  500  list. 

ttFigures  include  unconsolidated  subsidiaries. 
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A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

FYtranrHi  naru 

LA  11  dUl  Ul  Mil- 

Price 

Corporate 

Employees 

(OOO) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

RNB 

8.34 

1.88 

38% 

New  York,  NY 

1.2 

Walter  H  Weiner 

17,766 

NYSE 

RPT 

4.08 

1.00 

27V* 

Dallas,  Tex 

5.3 

James  D  Berry 

16,183 

NYSE 

RS 

7.49 

2.25 

24% 

Cleveland,  Ohio 

42.7 

Wiliiam  J  De  Lancey 

12,400 

ASE 

RT  A 

6.84 

none 

30% 

North  Miami,  Fla 

7.5 

James  M  Crosby 

13,441 

NYSE 

RDS 

2.51 

0.72 

26V4 

Twinsburg,  Ohio 

16.0 

Sidney  Dworkin 

11  ICil 

IN  i  at 

REV 

4.60 

1.43 

45 

New  York,  NY 

31.9 

Michel  C  Bergerac 

19,663 

NYSE 

REX 

2.91 

0.96 

16% 

Milwaukee,  Wise 

18.7 

Robert  V  Krikorian 

101,267 

NYSE 

RJR 

5.23 

1.95 

34 

Winston-Salem,  NC 

79.5 

J  Paul  Sticht 

18,953 

NYSE 

RLM 

9.25 

2.00 

32'/2 

Richmond,  Va 

37.6 

David  P  Reynolds 

23,339 

NYSE 

RXM 

2.66 

1.13 

24% 

Wilton,  Conn 

15.0 

John  S  Scott 

z,yv2 

/  \'TY  " 

RIGS 

7.26 

2.80 

36  Vi 

Washington,  DC 

2. 1 

Vincent  C  Burke  Jr 

19,648 

OTC 

ROAD 

2.85 

0.70 

26Vi 

Akron,  Ohio 

21.8 

William  F  Spitznagel 

36,298 

NYSE 

ROK 

7.33 

2.55 

48% 

Pittsburgh,  Pa 

114.5 

Robert  Anderson 

12,903 

NYSE 

ROH 

7.39 

1.76 

48  V» 

Philadelphia,  Pa 

13.3 

Vincent  L  Gregory  Jr 

10,271 

NYSE 

RDC 

2.67 

0.10 

42 '/s 

Houston,  Tex 

1.3 

Charles  R  Palmer 

16,133 

NYSE 

RDR 

3.84 

0.94 

24% 

Miami,  Fla 

19.4 

Leslie  O  Barnes 

19,438 

OTC 

SAFC 

7.01 

1.50 

37% 

Seattle,  Wash 

11.0 

Roland  M  Trafton 

26,116 

NYSE 

SA 

5.49 

2.60 

35 '/s 

Oakland,  Cal 

148.9 

Peter  A  Magowan 

22,458 

NYSE 

SJO 

3.46 

1.38 

35  Vi 

New  York,  NY 

11.5 

John  C  Duncan 

20,969 

OTC 

STPL 

7.30 

1.80 

40% 

St  Paul,  Minn 

9.7 

Carl  B  Drake  Jr 

32,205 

NYSE 

SRT 

4.87 

1.85 

30% 

New  York,  NY 

31.1 

■  ■7*11'  TTi    Tf  t  1»_ 

William  R  Haselton 

31,188 

NYSE 

SDO 

1.80 

1.46 

13  !4 

San  Diego,  Cal 

4.7 

Robert  E  Morris 

28,581 

NYSE 

SFF 

8.08 

2.35 

52 

Chicago,  111 

42.6 

John  S  Reed 

21,276 

NYSE 

SAF 

0.78 

0.72 

34% 

Orange,  Cal 

7.2 

Edfred  L  Shannon  Jr 

53,039 

NYSE 

SGP 

4.12 

1.39 

30% 

Kerulworth,  NJ 

25.9 

Richard  J  Bennett 

1171  no 
12/,  IVI 

MVCC 

N  Ybh 

SLB 

5.18 

I  .Uo 

Ctl  V 

iNew  York,  in  y 

OD.U 

Jean  Riboud 

9,561 

NYSE 

SCM 

4.98 

1.20 

23 

New  York,  NY 

28.6 

Paul  H  Elicker 

38,889 

NYSE 

SPP 

3.52 

0.90 

18 'A 

Philadelphia,  Pa 

20.8 

Charles  D  Dickey  Jr 

9,209 

NYSE 

SCO 

3.46 

1.43 

17% 

Waterbury,  Conn 

23.3 

Malcolm  Baldrige 

14,666 

NYSE 

SCI 

9.06 

2.20 

29% 

Jacksonville,  Fla 

37.3 

Prime  Osborn  IB 

15,068 

NYSE 

SFC 

4.28 

1.08 

28 

Seattle,  Wash 

7.3 

W llliam  M  Jenkins 

52,663 

NYSE 

SRL 

1.66 

0.52 

18% 

Skokie,  111 

18.3 

Donald  H  Rumsfeld 

317,563 

NYSE 

S 

2.46 

1.24 

18 

Chicago,  111 

424.0 

Edward  R  Telling 

27,671 

NYSE 

SPC 

5.94 

1.80 

28  Ve 

Los  Angeles,  Cal 

23.3 

Richard  J  Flamson  HI 

10,351 

NYSE 

SED 

1.15 

0.64 

577g 

Dallas,  Tex 

9.1 

B  Gill  Clements 

1,870 

OTC 

SHAS 

7.92 

2.20 

33 

Boston,  Mass 

3.5 

D  Thomas  Trigg 

154,369 

NYSE 

SUO 

7.32 

2.10 

54  % 

Houston,  Tex 

36.4 

John  F  Bookout 

4,869 

NYSE 

SHW 

3.21 

0.15 

26% 

Cleveland,  Ohio 

16.9 

John  G  Breen 

38,355 

NYSE 

SGN 

5.28 

0.90 

39 

Beverly  Hills,  Cal 

53.0 

Forrest  N  Shumway 

16,577 

NYSE 

SMF 

-5.90 

0.50 

9¥» 

Stamford,  Conn 

77.0 

Joseph  B  Flavin 

10,148 

NYSE 

sn 

5.30 

1.07 

69% 

Newport  Beach,  Cal 

7.8 

Jerry  W  Neely 

60,872 

NYSE 

SKL 

3.85 

1.32 

62% 

Philadelphia,  Pa 

18.1 

Robert  F  Dee 

19,81 1 

NYSE 

SNA 

2.16 

0.76 

26% 

Kenosha,  Wise 

6.2 

Norman  E  Lutz 

6,713 

OTC 

SOCI 

3.98 

1.20 

19% 

Cleveland,  Ohio 

2.6 

J  Maurice  Struchen 

24,195 

NYSE 

SCG 

1.90 

1.67 

14% 

Columbia,  SC 

3.2 

Virgil  C  Summer 

4,263 

OTC 

SCNC 

4.07 

1.02 

19 

Columbia,  SC 

2.9 

John  H  Lumpkin 

12,599 

NYSE 

STB 

2.77 

0.75 

14% 

Miami,  Fla 

5.0 

Charles  J  Zwick 

ita  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

\Y  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


 WHERE  THEY  RANK:  1979  

Market  Value 

Market 

lNcI 

Assets 

Sales 

of  Common  h 

Assets 

Sales 

Value 

Profits 

Company  (fiscal  year  end) 

($000) 

($000) 

($000) 

397 

• 

■ 

■ 

Southern  Bancorp  of  Alabama  (Dec) 

1,847,345 

192,001 

93, 139 

75 

198 

109 

61 

Southern  California  Edison  (Dec] 

6,977,237 

2,563,974 

1,589,928 

47 

158 

96 

1 10 

Southern  Company  (Dec) 

10,552,095 

3,128,169 

1,710,568 

416 

348 

171 

277 

Southern  Natural  Resources  (Dec) 

1,793,850 

1,446,286 

1,090,206 

466 

■ 

472 

399 

Southern  New  England  Telephone  (Dec) 

1,616,724 

736,628 

425,374 

1 25 

190 

11/1 

147 

Southern  Pacific  (Dec) 

5,025,148 

2,626,400 

909,394 

232 

343 

248 

175 

Southern  Railway  (Dec) 

2,886,863 

1,467,270 

828,198 

■ 

115 

316 

412 

Southland  (Dec) 

1,367,575 

3,856,222 

659,410 

■ 

■ 

135 

489 

Southland  Royalty  (Dec) 

555,656 

256,611 

1,333,138 

182 

■ 

■ 

■ 

Southwest  Bancshares  (Dec) 

3,558,480 

289,365 

159,127 

359 

■ 

326 

■ 

Southwestern  Life  (Dec) 

2,016,100 

389,093 

639,919 

170 

107 

78 

106 

Sperry  (Mar) 

3,724,025 

4,179,319 

1,824,969 

■ 

■ 

373 

388 

Square  D  (Dec) 

564,181 

826,088 

555,419 

417 

346 

94 

236 

Squibb  (Dec) 

1,793,259 

1,452,712 

1,722,042 

■ 

350 

498 

■ 

A  E  Staley  Manufacturing  (Sept) 

641,705 

1,434,906 

397,719 

■ 

193 

I/O 

332 

Standard  Brands  (Dec) 

1,385,381 

2,613,274 

747,751 

26 

7 

10 

6 

Standard  Oil  Calif  (Dec) 

18,094,724 

29,947,554 

9,624,735  1 

28 

13 

6 

8 

Standard  Oil  Indiana  (Dec) 

17,149,899 

18,610,376 

11,767,905  1 

56 

42 

9 

11 

Standard  Oil  Ohio  (Dec) 

9,209,001 

7,916,023 

10,826,598  1 

■ 

■ 

402 

■ 

Stanley  Works  (Dec) 

574,387 

872,262 

507,232 

■ 

■ 

■ 

State  Street  Boston  (Dec) 

2,598,145 

249,242 

53,856 

393 

331 

198 

212 

Stauffer  Chemical  (Dec) 

1,876,234 

1,526,160 

987,368 

■ 

336 

149 

267 

Sterling  Drug  (Dec) 

1,150,472 

1,500,692 

1,205,340 

■ 

285 

■ 

B 

J  P  Stevens  (Oct) 

1,040,652 

1,833,076 

209,391 

■ 

280 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

446,979 

1,878,864 

63,219 

■ 

■ 

469 

■ 

Storage  Technology  (Dec) 

417,983 

479,453 

426,747 

455 

■ 

■ 

■ 

Sumitomo  Bank  of  California  (Dec) 

1,662,174 

148,691 

45,532 

236 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

2,872,149 

235,803 

138,936 

71 

27 

34 

21 

Sun  Company  (Dec) 

7,460,600 

10,666,000 

4,159,509 

■ 

374 

■ 

■ 

Sunbeam  (Mar) 

816,339 

1,322,622 

262,207 

■ 

■ 

1A  1 

414 

Sundstrand  (Dec) 

706,303 

842,630 

616,284 

■ 

134 

458 

■ 

Super  Valu  Stores  (Feb) 

459,4501 

3,475,193 

432,854 

256 

428 

46 

124 

Superior  Oil  (Dec) 

2,721,067 

1,085,394 

3,205,884 

■ 

222 

■ 

Supermarkets  General  (Jan) 

527,501 

2,372,574 

130,496 

■ 

■ 

481 

Supron  Energy  (Dec) 

162,420 

47,287 

410,025 

■ 

457 

■ 

■ 

Sysco  (June) 

231,141 

1,002,294 

140,637 

■ 

T  07 

346 

Tandy  (June) 

609,589 

1,215,483 

698,844 

D 

■ 

u 

486 

Tecumseh  Products  (Dec) 

349,989 

880,603 

339,140 

■ 

■ 

169 

372 

Tektronix  (May) 

642,907 

786,936 

1,093,138 

178 

130 

84 

60 

ttTeledyne  (Dec) 

3,620,097 

3,585,326 

1,804,069 

42 

25 

35 

28 

Tenneco  (Dec) 

1 1,630,531 

1 1,209,451 

4,081,654 

367 

■ 

■ 

■ 

Tennessee  Valley  Bancorp  (Dec) 

1,998,749 

183,329 

37,269 

■ 

LIS 

■ 

456 

Tesoro  Petroleum  (Sept) 

617,982 

2,370,122 

236,060 

22 

6 

13 

7 

Texaco  (Dec) 

22,991,955 

38,350,370 

7,837,917 

226 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) 

2^929,314 

258,686 

148,088 

55 

■ 

328 

353 

Texas  Commerce  Bancshares  (Dec) 

9,259,500 

790,958 

636,372 

201 

165 

99 

144 

Texas  Eastern  (Dec) 

1  673  S39 

■    Not  on  500  list. 

tAssets  as  of  9/8/79. 

ttFigures  include 

unconsc 

lidated  subsidiaries. 
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FORBES,  MA' 


A  ROSTER  OF  THE  U.S.S  RIGGEST  CORPORATIONS 


SHARE  DATA:  1979 

Earnings 

Shares 

Before 

NllTTlnPr  OT 

1  i  U111UL1  Ul 

Outstanding 

Where 

1  lcker 

Extraordinary 

Price 

Corporate 

Employees 

(OOO) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

7,305 

OTC 

SBNC 

2.22 

0.90 

123/4 

Birmingham,  Ala 

2.3 

Guy  H  Caffey  Jr 

64,895 

NYSE 

SCE 

4:56 

2.54 

24'/2 

Rosemead,  Cal 

12.9 

Jack  K  Horton 

148,745 

NYSE 

SO 

1.51 

1.54 

11  Vi 

Atlanta,  Ga 

26.5 

Alvin  W  Vogtlc  Jr 

20,189 

NYSE 

NRG 

5.30 

1.38 

54 

Birmingham,  Ala 

5.5 

John  S  Shaw  Jr 

12,511 

NYSE 

SNG 

5.24 

3.50 

34 

New  Haven,  Conn 

14.4 

Alfred  W  Van  Sinderen 

26,945 

NYSE 

SX 

6.67 

2.45 

33% 

San  Francisco,  Cal 

56.3 

Benjamin  F  Biaggini 

15,337 

NYSE 

SR 

10.39 

3.20 

54 

Washington,  DC 

21.6 

L  Stanley  Crane 

22,936 

NYSE 

SLC 

3.12 

0.79 

28% 

Dallas,  Tex 

44.3 

John  P  Thompson 

23,185 

NYSE 

SRO 

2.37 

0.58 

57'/2 

Fort  Worth,  Tex 

0.4 

Jon  Brumley 

6,462 

NYSE 

SWB 

3.70 

1.24 

24% 

Houston,  Tex 

2.6 

John  T  Cater 

15,146 

OTC 

SWLF 

2.77 

0.97 

42% 

Dallas,  Tex 

1.0 

William  H  Seay 

36,138 

NYSE 

SY 

6.35 

1.44 

50Vi 

New  York,  NY 

87.3 

J  Paul  Lyet 

23,889 

NYSE 

SQD 

3.04 

1.50 

23  V* 

Palatine,  111 

21.2 

Mitchell  P  Kartalia 

45,617 

NYSE 

SQB 

2.71 

1.10 

37% 

New  York,  NY 

27.0 

Richard  M  Furlaud 

12,626 

NYSE 

STA 

1.86 

1.00 

3lYi 

Decatur,  111 

4.2 

Donald  E  Nordlund 

28,217 

NYSE 

SB 

3.04 

1.42 

26Vi 

New  York,  NY 

23.6 

F  Ross  Johnson 

170,727 

NYSE 

SD 

10.44 

2.90 

56% 

San  Francisco,  Cal 

39.7 

Harold  J  Haynes 

298,390 

NYSE 

SN 

5.12 

1.50 

39'/2 

Chicago,  111 

52.3 

John  E  Swearingen 

122,681 

NYSE 

SOH 

9.83 

1.22 

88 'A 

Cleveland,  Ohio 

22.1 

Alton  W  Whitehouse  Jr 

12,113 

NYSE 

SWK 

4.26 

1.16 

417/8 

New  Britain,  Conn 

17.5 

Donald  W  Davis 

2,176 

OTC 

STBK 

6.78 

1.70 

24% 

Boston,  Mass 

3.1 

William  S  Edgerly 

43,883 

NYSE 

STF 

3.10 

1.08 

22Vi 

Westport,  Conn 

13.8 

H  Barclay  Morley 

60,267 

NYSE 

STY 

1.85 

0.82 

20 

New  York,  NY 

27.0 

Dr  W  Clarke  Wescoe 

14,196 

NYSE 

STN 

3.36 

1.07 

14% 

New  York,  NY 

43.9 

Whitney  Stevens 

4,046 

NYSE 

SHP 

3.70 

1.15 

15% 

Boston,  Mass 

27.0 

Avram  J  Goldberg 

24,561 

NYSE 

STK 

1.58 

none 

17% 

Louisville,  Colo 

7.4 

Jesse  I  Aweida 

3,061 

OTC 

SUMI 

3.20 

1.06 

14% 

San  Francisco,  Cal 

1.6 

Nimei  Akamatsu 

9,924 

OTC 

SNBK 

2.02 

0.74 

14 

Orlando,  Fla 

4.5 

Richard  F  Livingston 

119,054 

NYSE 

SUN 

5.89 

1.48 

34% 

Radnor,  Pa 

40.1 

Theodore  A  Burtis 

14,877 

NYSE 

SMB 

3.22 

1.45 

17% 

Chicago,  111 

28.0 

Robert  P  Gwinn 

16,218 

NYSE 

SNS 

4.03 

1.05 

38 

Rockford,  111 

15.4 

Evans  W  Erikson 

18,130 

NYSE 

svu 

2.50 

0.60 

23% 

Hopkins,  Minn 

13.5 

Jack  J  Crocker 

24,287 

NYSE 

soc 

9.52 

0.60 

132 

Houston,  Tex 

5.1 

Howard  B  Keck 

8,156 

NYSE 

SGL 

2.67 

0.45 

16 

Woodbridge,  NJ 

28.0 

Herbert  Brody 

9,240 

ASE 

SUE 

1.65 

0.21 

44% 

Dallas,  Tex 

0.1 

Alvin  M  Wiederkehr 

6,216 

ASE 

SYY 

2.78 

0.39 

22% 

Houston,  Tex 

5.2 

John  F  Baugh 

22,363 

NYSE 

TAN 

3.23 

none 

31% 

Fort  Worth,  Tex 

20.0 

Phil  R  North 

5,470 

OTC 

TECU 

10.04 

5.50 

62 

Tecumseh,  Mich 

10.8 

Kenneth  G  Herrick 

18,257 

NYSE 

TEK 

4.28 

0.69 

59% 

Beaverton,  Ore 

21.3 

Earl  Wantland 

16,829 

NYSE 

TOY 

20.56 

none 

107% 

Los  Angeles,  Cal 

47.8 

Henry  E  Singleton 

105,333 

NYSE 

TGT 

5.30 

2.25 

38% 

Houston,  Tex 

107.0 

James  L  Ketelsen 

3,923 

OTC 

TVBC 

1.72 

0.80 

9'/2 

Nashville,  Tenn 

2.0 

William  F  Earthman 

12,343 

NYSE 

TSO 

4.03 

none 

19% 

San  Antonio,  Tex 

3.3 

Robert  V  West  Jr 

271,443 

NYSE 

TX 

6.48 

2.12 

28% 

White  Plains,  NY 

65.8 

Maurice  F  Granville 

5,751 

OTC 

TABS 

4.27 

1.08 

25% 

Fort  Worth,  Tex 

2.2 

Lewis  H  Bond 

14,463 

NYSE 

TCB 

5.70 

1.40 

44 

Houston,  Tex 

5.4 

Ben  F  Love 

25,166 

NYSE 

TET 

7.18 

2.50 

66l/2 

Houston,  Tex 

5.3 

George  F  Kirby 

ta  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

lilablc. 

kY  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS: 


WHERE  THEY  RANK:  1979 

Market  Value 

Market 

Net  . 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  | fiscal  year  end] 

|$000) 

|$000) 

|$000) 

■ 

308 

370 

364 

Texas  Gas  Transmission  (Dec) 

1,340,503 

1,686,560 

562,529 

385 

151 

73 

158 

Texas  Instruments  (Dec) 

1,908,175 

3,224,126 

2,008,688 

■ 

■ 

137 

oXJD 

Texas  Oil  &  Gas  (Aug) 

1    1  A  3   1  UU 

OQ7  vlAI 

07  f  ,4oZ 

95 

298 

110 

113 

Texas  Utilities  (Dec) 

5,821,933 

1,756,289 

1,561,734 

460 

■ 

155 

210 

Texasgulf  (Dec) 

1,648,081 

789,256 

1,155,868 

353 

138 

233 

162 

Textron  (Dec) 

2,079,155 

3,392,974 

871,773 

406 

■ 

■ 

■ 

Third  National  (Dec) 

1,822,975 

163,478 

51,299 

O  /  Z 

493 

■ 

■ 

Tiger  International  (Dec) 

1  QA^  3  1  U 

yzu,z/  o 

1  70  711 

z  /  U,  /  1  z 

346 

203 

176 

199 

Time  Inc  (Dec) 

2,104,079 

2,504,060 

1,062,198 

■ 

314 

144 

196 

Times  Mirror  (Dec) 

1,349,708 

1,638,535 

1,238,883 

■ 

382 

363 

285 

Timken  (Dec) 

942,912 

1,282,069 

571,404 

496 

■ 

■ 

460 

Toledo  Edison  (Dec) 

1,467,512 

365,121 

313,460 

■ 

■ 

495 

■ 

Tom  Brown  (Mar) 

i  no.  1 1  i 
i  uts,z  1 1 

AC\\   AO 3 

■ 

274 

435 

362 

Tosco  (Dec) 

593,212 

1,922,237 

459,908 

419 

492 

465 

463 

Trans  Union  (Dec) 

1,790,790 

922,552 

429,592 

245 

96 

■ 

Trans  World  (Dec) 

2,806,807 

4,334,046 

260,228 

68 

111 

164 

93 

Transamerica  (Dec) 

7,983,535 

4,044,647 

1,110,678 

zjj 

330 

189 

Transco  Companies  (Dec) 

1  7AA  QAC 

1  ,DZo,  1  uo 

i  nn7  ")OH 
l  ,uu/ ,zyo 

394 

■ 

■ 

■ 

TRANSOHIO  Financial  (Dec) 

1,874,081 

153,561 

45,754 

24 

43 

104 

47 

Travelers  (Dec) 

19,159,864 

7,888,901 

1,613,946 

237 

a 

Trust  Company  of  Georgia  (Dec) 

2,856,208 

273,506 

135,988 

273 

88 

161 

130 

TRW  (Dec) 

2,619,856 

4,560,303 

1,136,361 

■ 

■ 

■ 

,107 

,5Tucson  Electric  Power  (Dec) 

y  /  u,u  iu 

171  ^A  (J 

3  1  3  AD1 

■ 

345 

■ 

■ 

Turner  Construction  (Dec) 

262,201 

1,454,374 

29,493 

■ 

■ 

■ 

469 

Twentieth  Century-Fox  (Dec) 

633,043 

657,999 

340,736 

164 

117 

314 

■ 

UAL  (Dec) 

3,862,449 

3,831,523 

660,398 

■ 

359 

186 

190 

Union  Camp  (Dec) 

1,439,587 

1,388,963 

1,020,180 

Do 

34 

53 

Union  Carbide  (Dec) 

o  orn  Ann 

o  1 7A  ^nn 
y,  i  >  o,ouu 

■>  7ftn  A^l 
Z,  f  oU,0 3Z 

487 

■ 

■ 

■ 

Union  Commerce  (Dec) 

1,491,923 

143,781 

40,635 

208 

477 

288 

251 

Union  Electric  (Dec) 

3,168,998 

946,797 

705,564 

91 

46 

38 

42 

Union  Oil  Company  of  California  (Dec) 

6,013,149 

7,567,698 

3,877,319 

121 

112 

42 

48 

Union  Pacific  (Dec) 

5,086,883 

3,989,474 

3,451,455 

450 

196 

■ 

Uniroyal  (Dec) 

1,668,934 

2,574,588 

112,910 

3  A/1 

■ 

■ 

United  Bank  Corp  of  New  York  (Dec) 

">  hha  q  ">  o 
z,uuo,ozy 

1  AT  117 

IOZ,  1Z/ 

nc  AH  1 
I  ZD,Oo  1 

306 

■ 

■ 

a 

United  Banks  of  Colorado  (Dec) 

2,370,016 

228,042 

121,480 

■ 

135 

■ 

. 

United  Brands  (June) 

1,217,404 

3,470,222 

119,592 

448 

157 

255 

266 

United  Energy  Resources  (Dec) 

1,692,981 

3,133,654 

800,121 

281 

United  Jersey  Banks  (Dec) 

2,525,328 

204,216 

56,948 

433 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

1,754,977 

128,906 

71,047 

1  A  1 

■ 

■ 

u  3  uancorp  (Dec} 

A  A  3  1  3fiJi 

/ITC  QZA 

3.33  07A 

171 

247 

174 

102 

U  S  Fidelity  &  Guaranty  (Dec) 

3,679,842 

2,136,231 

1,069,877 

a 

332 

403 

237 

United  States  Gypsum  (Dec) 

1,047,511 

1,525,379 

505,260 

■ 

484 

■ 

a 

U  S  Home  (Dec) 

640,032 

935,329 

158,595 

■ 

384 

a 

U  S  Industries  (Dec) 

871,876 

1,273,848 

213,564 

44 

18 

113 

■ 

United  States  Steel  (Dec) 

11,029,900 

12,929,100 

1,518,230 

o  f  u 

■ 

■ 

United  Stated  Trust  (Dec) 

1  07H  OQ  1 

1  OA  A  7A 

85 

35 

82 

67 

United  Technologies  (Dec) 

6,426,123 

9,053,358 

1,810,988 

162 

292 

132 

140 

United  Telecommunications  (Dec) 

3,872,977 

1,792,078 

1,336,364 

■    Not  on 

500  list. 

''Formerly  Tucson  Gas  &.  Electric 
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FORBES,  m 


A  ROSTER  OF  THE  U.S.S  BIGGEST  CORPORATIONS 


— SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(OOO) 

Traded 

Symbol 

Items 

T~^  n;inpnnc 

(Dec  31 

Head  Quarters 

(000) 

L-rnei  Executive 

20,549 

NYSE 

TXG 

3.74 

1.39 

27% 

Owensboro,  Ky 

11.7 

Dennis  R  Hendrix 

22,826 

NYSE 

TXN 

7.58 

2.00 

88 

Dallas,  Tex 

85.8 

Mark  Shepherd  Jr 

A3  inn 

IN  I  OL 

TVn 
1  AW 

0  0  C 

Z.Zo 

0.2 1 

30% 

Dallas,  lex 

William  L  Hutchison 

87,985 

NYSE 

T"Y  1  T 
1  AU 

0  A  C 
Z.4j 

1.61 

173/4 

Dallas,  Tex 

12.6 

T  Louis  Austin  Jr 

31,886 

NYSE 

TP 

a  nc 

1.20 

36  Va 

Stamford,  Conn 

5.9 

Charles  F  Fogarty 

33,053 

NYSE 

TXT 

4.51 

1.75 

26% 

Providence,  RI 

64.0 

Robert  P  Straetz 

2,386 

OTC 

TDAT 

4.60 

1.00 

21 H 

Nashville,  Tenn 

2.0 

Charles  J  Kane 

14  ">4g 

IN  I  JL 

i  r\i 

n  7c 

1  o 

1  y 

Los  Angeles,  Cal 

7  O 

Wayne  /VT  Honman 

22,540 

NYSE 

TT 
1  L 

c  1  c 

1.62 

47% 

New  York,  NY 

26.0 

Andrew  Heiskell 

33,942 

NYSE 

XMP 
I IV1V„ 

A  1  1 
4.o  1 

1.20 

36 '/2 

Los  Angeles,  Cal 

24.3 

Franklin  D  Murphy 

11,204 

NYSE 

TKR 

9.14 

3.25 

51 

Canton,  Ohio 

23.8 

Joseph  F  Toot  Jr 

17,912 

NYSE 

TED 

2.65 

2.20 

17'/2 

Toledo,  Ohio 

2.3 

John  P  Williamson 

1 1 ,  yuz 

U  I  v.. 

TMDD 
1  IVIDK 

U.U  1 

none 

33% 

Midland,  Tex 

0.7 

Thomas  C  Brown 

20,670 

NYSE 

i  (m 

none 

22 'A 

Los  Angeles,  Cal 

2.7 

Morton  M  Winston 

12,407 

NYSE 

TT  T 

4.fS  I 

2.24 

34% 

Lincolnshire,  111 

13.9 

Jerome  W  Van  Gorkom 

16,014 

NYSE 

TWA 

-0.4 1 

none 

16'/4 

New  York,  NY 

96.2 

L  Edwin  Smart 

65,334 

NYSE 

TA 

3.66 

1.03 

17 

San  Francisco,  Cal 

29.0 

John  R  Beckett 

12  Til 

IN  I  oc. 

t 

O  OA 

Z.yo 

1.21 

43% 

Houston,  Tex 

2.3 

William  J  Bowen 

3,735 

NYSE 

l  rv_ 

O.4o 

0.40 

12  "A 

Cleveland,  Ohio 

0.7 

Warner  B  Bishop 

42,333 

NYSE 

TIC 

2.08 

38 '/s 

Hartford,  Conn 

29.3 

Morrison  H  Beach 

4,945 

OTC 

TRGA 

5.43 

1.45 

27Vz 

Atlanta,  Ga 

3.7 

Robert  Strickland 

29,612 

NYSE 

TRW 

6.07 

1.95 

38% 

Cleveland,  Ohio 

97.9 

Ruben  F  Mettler 

0  1  A  1  A 
Z  1,0  14 

IN  i  or. 

1  E.1 

Z.  1  f 

1  /I0 
1 .4Z 

1  A  1A 

Tucson,  Ariz 

1 . 1 

Theodore  M  Welp 

1,044 

ASE 

"TT  TD 
1UK 

c  rii 

1.95 

28 'A 

New  York,  NY 

1.8 

Walter  B  Shaw 

7,833 

NYSE 

1  r 

A  OO 

o.vz 

2.40 

43  Vi 

Los  Angeles,  Cal 

6.7 

Dennis  C  Stanfill 

29,515 

NYSE 

UAL 

-2.50 

1.00 

22% 

Elk  Grove  Township,  111 

74.0 

Richard  J  Ferris 

24,290 

NYSE 

UCC 

6.22 

2.45 

42 

Wayne,  N( 

16.4 

Alexander  Calder  Jr 

aa  onA 

T  TT«f 
UN. 

i  on 

z.yu 

INew  York,  N  Y 

I  1  3.0 

William  3  Nneatn 

3,780 

NYSE 

T  1CAA 

0  A1 

— z.oZ 

0.20 

10»/4 

Cleveland,  Ohio 

1.4 

Lyman  H  Treadway  HI 

58,297 

NYSE 

T  IFP 

1  71 

1.44 

12 

St  Louis,  Mo 

6.8 

Charles  J  Dougherty 

86,644 

NYSE 

UCL 

5.76 

1.28 

44% 

Los  Angeles,  Cal 

17.0 

Fred  L  Hartley 

47,771 

NYSE 

UNP 

8.02 

2.30 

72  % 

New  York,  NY 

32.9 

James  H  Evans 

26,567 

NYSE 

R 

-4.54 

none 

4'/4 

Middlebury,  Conn 

42.9. 

Joseph  P  Flannery 

a  mi 

I  TDMV 

UdIN  I 

i  cc 

1 

1.0/ 

1  O  At 

/viDany,  in  i 

0  0 

z.z 

Peter  D  Kiernan 

4,171 

OTC 

/I  73 

1.56 

2914 

Denver,  Colo 

2.8 

N  Berne  Hart 

10,997 

NYSE 

t  in 

I  70 

I .  /  Z 

0.20 

10% 

New  York,  NY 

52.0 

Seymour  Milstein 

25,758 

NYSE 

UER 

4  55 

1.19 

31'/8 

Houston,  Tex 

3.1 

J  Hugh  Roff  Jr 

5,489 

NYSE 

UfB 

2.40 

1.04 

10% 

Princeton,  N[ 

2.7 

Richard  L  Wines 

3,893 

OTC 

UMSB 

3.78 

0.89 

18'/4 

Kansas  City,  Mo 

1.7 

R  Crosby  Kemper 

1  A  0  A7 
14,ZO/ 

t  )  1  ^ 

3  AC 

U  o4 

0  1 1A 
IS  72 

Portland,  Ore 

C  A 

D.4 

John  A  Elorriaga 

27,789 

NYSE 

Q  0  7 

O.Z/ 

2.30 

38  '/2 

Baltimore,  Md 

8.6 

Williford  Gragg 

16,040 

NYSE 

7  CO 

2.20 

31% 

Chicago,  111 

20.3 

Graham  J  Morgan 

10,573 

NYSE 

UH 

3.79 

0.52 

15 

Houston,  Tex 

3.1 

Guy  R  Odom 

24,761 

NYSE 

US1 

1.85 

0.67 

8% 

New  York,  NY 

22.0 

I  John  Billera 

86,756 

NYSE 

X 

-4.46 

1.60 

17'/2 

Pittsburgh,  Pa 

171.7 

David  M  Roderick 

z.yyy 

OTC 

USTC 

2.44 

i  on 

i.yu 

t  n 

INew  York, N  Y 

1  C 

1  .3 

lom  Km  Icier 

42,116 

NYSE 

UTX 

6.49 

2.20 

43 

Hartford,  Conn 

197.7 

Harry  J  Gray 

67,664 

NYSE 

UT 

2.63 

1.48 

193/4 

Westwood,  Kan 

29.6 

Paul  H  Henson 

ita  adiusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

\Y  12,  1980 
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THE  DIMENSIONS  OF  AMERICAN  BUSINESS 


WHERE  THEY  RANK:  1979  

Market  Value 


Market 

Net 

Assets 

Sale 

of  Common 

Assets 

i 

Sales 

V  dl  UL 

Prof  i  ts 

v      'IllLlilll  V   [llrM-dl    y  Lai   v.  11  LI ) 

204 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

3,215,717 

310,871 

135,997 

■ 

466 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

TIC  117 

Zlo,oJ  / 

070   1  7 A 

y /o,  I  /4 

1 65, 1 29 

■ 

334 

126 

191 

Upionn  luecj 

1    A(\1  71  4 

l  cn  7/i /i 
l,r>lo,  /44 

1    A  f\/L  77/1 

1 ,4tJ0,  / /4 

202 

■ 

400 

oil 

i  ict  ice  /r>«^i 
UoLlrL  (Liec) 

i  117  (i  tit) 

o,ll  /  ,ftyy 

7  7T  f\A  1 

1  f  Z,tJ4o 

5 1 5,499 

374 

■ 

3Q  7 

OO  I 

Utah  Power  &  Light  (Dec) 

l  oC/i  cn  l 

CT  1  7Qtl 
Till,  ffSy 

COC  7T  1 

DyD,  f  11 

■ 

375 

■ 

Valero  Energy  (Dec) 

649,242 

1,321,406 

261,825 

115 

■ 

■ 

Valley  National  Bank  of  Arizona  (Dec) 

C  i  oo  A  17 

o,  l  yy,4z  i 

A  7A  OCT 

4/o,yjZ 

1  1  Q  IIO 

o  io,ojy 

93 

305 

201 

1  T  Q 

1  Zo 

Virginia  Electric  &  Power  (Dec) 

c  oAn  qua 

T,you,oo4 

i  7C\i  inn 

i,  /Uo,ouy 

H7C  177 

y/o,  iff 

284 

■ 

■ 

Virginia  National  Bankshares  (Dec) 

T  CTn  oac 

"t  CI  Afl/1 

ZoZ,oU4 

oc  coo 

yo,oyy 

■ 

■ 

■ 

AT  C 

Vulcan  Materials  (Dec) 

CAT  UQA 

747  74Q 

37d  QsQ 

o  f  4,y.Ty 

120 

■ 

■ 

Wachovia  (Dec) 

5,096,527 

436,674 

232,980 

■ 

Wal-Mart  Stores  (Jan) 

A  C7  O  70 

4o/,o  fy 

1    T  O/l  T  7  1 

CT  C  A  T  n 

oZo,4ZU 

■ 

424 

■ 

U      ll     Ikn,,!.         it  ...\ 

WaldDaum  (Dec) 

1  QC  7CO 

loo,  /  by 

i  i  r\i  a  a  i 
1 ,  lUo,44o 

30, 147 

■ 

■ 

Walgreen  (Aug) 

A(Y)  3Cn 
4UZ,ooU 

i   1A4  C/1T 
I  ,o44,D4Z 

T  T  T  /M  3 
ZZZ,44o 

■ 

■ 

ICQ 

Wang  Laboratories  (June) 

ic\A  TT A 
vjU't,  Z,Z4 

3T  1  3H1 

Oil  ,oU  I 

O  1  U,  /  04 

473 

312 

194 

122 

Warner  Communications  (Dec) 

1,545,767 

1,648,027 

992,791 

T  3  c. 

1  CT 

i  r>z 

1  Hft 
11/0 

T  3Q 

Warner-Lambert  (Dec) 

T  ft73  AC.7 
Z,0  /  j,Oj  / 

3  T  1  7  TOft 
o,  Z  I  /  ,ZliO 

1  C.QT  3ftfl 

i ,  oyz,oou 

T  AO 

zoy 

A  7A 
4/0 

■ 

■ 

Washington  National  (Dec) 

T  A/1  O  QTQ 

z,o4y,ozy 

O/IA  Qti  1 

y  4o,oo  i 

1  AO  TQC 

i  oy,zyo 

■ 

■ 

3  OA 

■ 

Waste  Management  (Dec) 

AC\7  T  33 
4U/ ,  Zoo 

3C  1  CTT 
oO  1  ,oZZ 

CTO  7H0 

ozu,  /uy 

T  3 

Zo 

TAT 
ZOZ 

"3/1/1 
o44 

T  3ft 
Zoo 

Wells  Fargo  (Dec) 

TO  c.03  1  T  A 
ZU,  jyo,  I  Z4 

T  HI  7  QC3 

A  1  T  Qf\A 
0  1  Z,OU4 

■ 

453 

■ 

■ 

West  Point-Pepperell  (Aug) 

591,879 

1,012,560 

161,525 

■ 

4o;> 

■ 

■ 

Western  Air  Lines  (Dec) 

QT  l  A  AH 
OZ  1 ,44U 

03  T  1  1  O 

yoz,  l  iy 

17C    1  Q  A 

loo,  I OO 

ID 

i  a  c. 

1  Oo 

1  C.A 

I  r>4 

IIS 

Western  B incorporation  (Dec) 

T  Q  AO  7  13/1 

Zy,oo  lo4 

T  AQO  AHT 

z,ooy,ouz 

1    1  C.A  70A 

i ,  1  oO,  /yo 

A  C  Q 
4  JO 

■ 

■ 

■ 

Western  Financial  (Dec) 

i  ac  i  c/tn 

1  Cf\  1  TU 
1  DU,  1  Zo 

CT  T/1  1 
oZ,Z4  1 

a^t 

■ 

■ 

■ 

Western  Union  (Dec) 

1  7C.Q  Cftn 

7  1  fi  47T 
/  10,4/  Z 

33fl  C.A1 

ooo,oO  I 

77 

49 

95 

63 

Westinghouse  Electric  (Dec) 

6,821,500 

7,332,000 

1,710,806 

■ 

3Q  1 

107 

07/ 

3AA 

Westvaco  (Oct) 

1  HA  3  3C/1 
I  ,U4o,oo4 

1  TT/1  1  C.Q 
1,ZZ4, 1 J7 

c i 7  TTA 
o i  /,ZZO 

■ 

A3ft 

■ 

■ 

Wetterau  (Mar) 

l  oo  l  cr 

I  yy,  i  oz 

1  fVCQ  OA7 

i  ,L/oo,yo  / 

OC  AAA 

1  TO 
1  Zy 

03 

0/ 

O  / 

Weyerhaeuser  (Dec) 

A  OC  7  CiA  c 

4,yo  /,y4o 

A  AT)  AC3 
4,4ZZ,0oo 

o,yoz,  i  ou 

■ 

/I  7C 
4/o 

■ 

■ 

Wheelabrator-Frye  (Dec) 

OoU,ZZ4 

O/l  A  OT  1 

y4o,yzo 

1  CO  770 

389 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

846,645 

1,242,303 

65,829 

■ 

235 

310 

270 

Whirlpool  (Dec) 

1,037,068 

2,261,207 

678,750 

■ 

T  Al 
Zoo 

■ 

A1/L 

4o0 

White  Consolidated  Industries  (Dec) 

l  i /l  l  lnc 
1 , 1  o  J  ,  1  Uo 

t  nin  ii/i 
Z,U  1U,  1  1 4 

3  1  A  C.Q  3 
O  1  0,oOO 

■ 

3Q7 

Oy  1 

■ 

■ 

White  Motor  (Dec) 

A3n  i 
OoU,  1  oU 

i  t  i  i  m  3 

1  ,Z  i  1  ,UZo 

CA  OA7 

o4,yo/ 

AA  1 

s 

■ 

■ 

Whitney  Holding  (Dec) 

1  7Tfl  A.3T 

1  ACS  3  1  T 
14U,o  1  Z 

1  ftA  H03 

x  oo,uyo 

■ 

A33 
4oo 

a 

■ 

H  i,,,,.,!   ,.,  i  f 

Wnittaker  luct) 

A/1  T  Q  1  O 

o4z,o  i  y 

1  H73  A3A 

1  ,U/o,Oo4 

TC7  7Afi 

Zo  /  ,  /  4o 

■ 

249 

■ 

■ 

Wickes  (Jan) 

880,000 

2,095,206 

181,419 

■ 

■ 

475 

411 

Willamette  Industries  (Dec) 

630,586 

863,706 

418,614 

3AT 
oOZ 

ZOO 

Zo4 

404 

Williams  Companies  (Dec) 

T  n  1  1  OC7 

i  q  cn  m  3 
l,ooU,Ulo 

SAO  Ann 
ooy,ouu 

■ 

ft  1 
O  1 

T  70 

Z/o 

309 

Winn-Dixie  Stores  (June) 

OC7  Tin 

oo/,zoy 

A  03H  C3Q 

4,  yoU,.ToO 

73C.  AnT 

4UZ 

■ 

/ice 
4oo 

OCT 

obi 

Wisconsin  Electric  Power  (Dec) 

1    02fl  /I  /.  /I 

QA7  QA^ 

A3A  COT 
4oO,oyZ 

■ 

A7r\ 

4/U 

■ 

■ 

Witco  Chemical  (Dec) 

c AA  T  7H 

OAA  7C.Q 
yoo,  /  jo 

T  7H  71ft 

Z./KJ,  1  1  o 

227 

53 

275 

146 

F  W  Woolworth  IJan) 

2,927,000 

6,785,000 

746,213 

81 

52 

24 

29 

Xerox  (Dec) 

6,553,600 

7,027,000 

5,227,011 

■ 

500 

■ 

Zale  (Mar) 

"609,866 

904,464 

217,060 

■ 

328 

■ 

Zayre  (Jan) 

522,052 

1,549,729 

55,278 

■ 

431 

■ 

Zenith  Radio  (Dec) 

591,317 

1,075,165 

183,651 

482 

■ 

■ 

/ions  Utah  Bancorporation  (Dec) 

1,503,606 

150,996 

76,176 

■    Not  on  500  list 
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A  ROSTER  OF  THE  U.S.'S  BIGGEST  CORPORATIONS 


 SHARE  DATA:  1979 

Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Pvfr^Aftlinn  r\r 
CAUdUl  U  1  1  IJ  I  y 

Price 

Corporate 

Employees 

(000| 

Traded 

Symbol 

Items 

Dividends  | 

Dec.  31] 

Headquarters 

(000) 

Chief  Executive 

5,386 

OTC 

UVBK 

4.89 

1.44 

25  % 

Richmond,  Va 

4.5 

Joseph  A  Jennings 

8,866 

NYSE 

UW 

2.79 

1.16 

18s/s 

Richmond,  Va 

13.0 

Gordon  L  Crenshaw 

29,773 

NYSE 

UP) 

5.03 

1.57 

47'/4 

Kalamazoo,  Mich 

21.1 

Ray  T  Parfet  Jr 

22,172 

NYSE 

USH 

3.91 

0.67 

23 '/a 

New  York,  NY 

4.4 

Gordon  E  Crosby  Jr 

35,302 

NYSE 

UTP 

1.69 

1.76 

167s 

Salt  Lake  City,  Utah 

4.0 

Harry  Blundell 

22,283 

NYSE 

VLO 

0.66 

none 

11% 

San  Antonio,  Tex 

1.3 

William  E  Greehey 

10,106 

OTC 

VNBK 

4.65 

1.25 

31% 

Phoenix,  Ariz 

6.4 

Gilbert  F  Bradley 

92,874 

NYSE 

VEL 

1.63 

1.38 

10'/2 

Richmond,  Va 

9.6 

T  Justin  Moore  Jr 

6,890 

OTC 

VNAT 

3.06 

1.01 

13% 

Norfolk,  Va 

4.1 

Clifford  A  Cutchins  m 

11,493 

NYSE 

VMC 

5.48 

1.60 

325/g 

Birmingham,  Ala 

6.2 

W  Houston  Blount 

12,766 

NYSE 

WB 

2.71 

0.79 

18 'A 

Winston-Salem,  NC 

5.7 

John  G  Medlin  Jr 

15,120 

NYSE 

WMT 

2.68 

0.28 

34% 

Bentonville,  Ark 

21.6 

Sam  M  Walton 

2,461 

OTC 

WALD 

3.18 

none 

12% 

Central  Islip,  NY 

5.5 

Ira  Waldbaum 

6,690 

NYSE 

WAG 

4.54 

1.43 

33 'A 

Deerfield,  111 

28.0 

Charles  R  Walgreen  111 

25,337 

ASE 

WAN  C 

1.17 

0.06 

32 

Lowell,  Mass 

7.7 

An  Wang 

26,809 

NYSE 

WCI 

7.39 

0.71 

37'/s 

New  York,  NY 

7.5 

Steven  J  Ross 

79,619 

NYSE 

WLA 

1.55 

1.29 

20 

Morris  Plains,  NJ 

61.0 

Ward  S  Hagan 

6,639 

NYSE 

WNT 

4.75 

1.35 

25  Vi 

Evanston,  111 

5.9 

Stanley  P  Hutchison 

11,868 

NYSE 

WMX 

3.10 

0.60 

43% 

Oak  Brook,  111 

8.2 

Dean  L  Buntrock 

22,802 

NYSE 

WFC 

5.45 

1.64 

26% 

San  Francisco,  Cal 

17.5 

Richard  P  Cooley 

4,550 

NYSE 

WPM 

5.66 

2.80 

35'/2 

West  Point,  Ga 

23.4 

Joseph  L  Lanier  Jr 

13,030 

NYSE 

WAL 

2.99 

0.40 

10% 

Los  Angeles,  Cal 

10.8 

Dominic  P  Renda 

36,870 

NYSE 

WBC 

5.38 

1.57 

31% 

Los  Angeles,  Cal 

29.1 

Joseph  J  Pinola 

2,223 

ASE 

WFN 

7.77 

0.50 

23  Vi 

Phoenix,  Ariz 

0.7 

Gary  H  Driggs 

15,656 

NYSE 

WU 

-0.34 

1.40 

21% 

Upper  Saddle  River,  N) 

12.1 

Robert  M  Flanagan 

85,009 

NYSE 

WX 

3.85 

0.97 

20 '/a 

Pittsburgh,  Pa 

145.3 

Robert  E  Kirby 

16,889 

NYSE 

W 

4.61 

1.37 

30% 

New  York,  NY 

15.9 

David  L  Luke  m 

7,417 

OTC 

WETT 

1.72 

0.69 

11% 

Hazelwood,  Mo 

3.5 

Ted  C  Wetterau 

125,423 

NYSE 

WY 

4.02 

1.08 

31% 

Tacoma,  Wash 

47.8 

George  H  Weyerhaeuser 

10,471 

NYSE 

WFI 

3.72 

1.20 

33 '/2 

Hampton,  NH 

16.0 

Michael  D  Dingman 

3,844 

NYSE 

WHX 

12.16 

1.00 

1714 

Pittsburgh,  Pa 

14.0 

Dennis  J  Carney 

36,200 

NYSE 

WHR 

3.06 

1.35 

18% 

Benton  Harbor,  Mich 

24.7 

John  H  Platts 

13,260 

NYSE 

WSW 

4.87 

1.33 

23% 

Cleveland,  Ohio 

33.1 

Roy  H  Holdt 

9,356 

NYSE 

WH 

0.67 

none 

5% 

Farmington  Hills,  Mich 

9.7 

Cruse  W  Moss 

2,139 

OTC 

— 

9.58 

3.50 

87 

New  Orleans,  La 

0.8 

Patrick  A  Delaney 

13,477 

NYSE 

WKR 

3.28 

0.43 

19% 

Los  Angeles,  Cal 

14.5 

Joseph  F  Alibrandi 

10,831 

NYSE 

wrx 

3.49 

1.01 

16% 

San  Diego,  Cal 

18.5 

Emil  L  McNeely 

14,373 

OTC 

WMTT 

4.72 

1.20 

29% 

Portland,  Ore 

8.2 

Gene  D  Knudson 

27, 1 75 

NYSE 

WMB 

2.55 

1.00 

32 

Tulsa,  Okla 

7.4 

Joseph  H  Williams 

26,864 

NYSE 

WIN 

3.33 

1.56 

27% 

Jacksonville,  Fla 

58.7 

Bert  L  Thomas 

19,086 

NYSE 

WPC 

3.75 

2.35 

22% 

Milwaukee,  Wise 

6.0 

Charles  S  McNeer 

8,876 

NYSE 

WIT 

4.83 

1.30 

30'/2 

New  York,  NY 

6.4 

William  Wishnick 

29,700 

NYSE 

z 

6.02 

1.55 

25% 

New  York,  NY 

204.1 

Edward  F  Gibbons 

84,137 

NYSE 

XRX 

6.69 

2.30 

62 '/« 

Stamford,  Conn 

1 15.7 

C  Peter  McCoIough 

10,719 

NYSE 

ZAL 

3.21 

1.02 

20% 

Dallas,  Tex 

18.2 

Donald  Zale 

5,083 

NYSE 

ZY 

3.30 

none 

10% 

Framingham,  Mass 

29.0 

Maurice  Segall 

18,836 

NYSE 

ZE 

1.01 

0.90 

9% 

1    1  pnvi  f*\kt  II 
VjICII  V  ICW,  111 

23.8 

3,312 

OTC 

ZION 

4.26 

0.88 

23 

Salt  Lake  City,  Utah 

1.6 

Roy  W  Simmons 

a  adjusted  for  stock  splits  and  stock  dividends  through  May  12,  1980. 

es:  1 )  Sales  figures  exclude  excise  taxes  2|  Market  Value  is  derived  by  mi 

Itiplying  the  Dec.  31,  1979  closing  p 

rice  of  the  common  stock  by  the  number  of 

mding  at  that  date.  3)  Cash  Flow  is  total  funds  provided  from  operations 

(including  discontinued  operations)  before  extraordinary  items.  4]  1979  figures 

r  those  February  fiscal  year  companies 

for  which  1980  results  were  not  available  at  press  time. 

I  12,  1980 


301 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  April  4, 1980 


$75,000,000 

Grumman  Corporation 

11%  Convertible  Subordinated  Debentures  due  April  1, 2000 

Convertible,  unless  previously  redeemed,  into  Common  Stock  at  a  conversion  price 
of  $24,475  per  share  subject  to  adjustment  under  certain  conditions. 


Price  100% 

plus  accrued  interest  from  April  1,  1980 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  ( who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  Lambert 

Incorporated 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation   Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Donaldson,  Lufkin  &  Jenrette    Goldman,  Sachs  &  Co.    E.  F.  Hutton  &  Company  Inc.    Kidder,  Peabody&  Co. 

Securities  Corporation  Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A. G.  Becker 
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A  prop  gives  way 


he  recession  of  1973-75  was  the 
worst  economic  slump  since 
World  War  n.  A  couple  of  impor- 
lumbers  published  in  mid-April 
rt  the  view  that  the  recession  now 
way  is  likely  to  be  deeper  and  more 
ged  than  that  one. 
se  ominous  April  numbers  were 
ines  tracking  plant  utilization, 
fell  sharply  in  March,  and  the  pro- 
n  of  business  equipment,  which 
i  off.  There  is  a  historic  logical 
n  between  the  two. 
larch  U.S.  business  as  a  whole  ran 
)duction  facilities  at  just  83%  of 
ty  [vs.  84%  the  month  before  and 
year  before).  As  business  uses  less 
plant  it  has,  obviously,  the  urge  to 
2 — let  alone  expand — productive 
ty  diminishes.  As  utilization  de- 
then,  orders  for  new  equipment  to 
handle  and  ship  merchandise  tend 
Sure  enough,  production  of  busi- 
equipment  in  March  was  un- 
:d  from  the  month  before. 


One  month's  data  doesn't  always  an- 
nounce a  trend,  to  be  sure,  but  a  flatten- 
ing of  production  in  this  part  of  the  econ- 
omy is  worrisome.  If  it  is  followed  by  a 
downturn,  it  is  positively  alarming. 
That's  because  a  slump  in  the  production 
of  business  equipment  has  consistently 
preceded  a  decline  in  a  much  broader 
sector  of  the  economy — spending  on 
new  plant  and  equipment  (see  chain. 

Should  the  slump  in  business  equip- 
ment production  prove  to  have  been  the 
forerunner  of  a  more  general  decline  in 
business  spending,  hopes  for  a  shallow, 
short  recession  are  dead.  Business  spend- 
ing, after  all,  was  supposed  to  prop  up  the 
economy  as  another  prop,  consumer 
spending,  gave  way.  As  recently  as  Janu- 
ary and  February  of  this  year,  business- 
men contacted  by  the  Department  of 
Commerce's  Bureau  of  Economic  Analy- 
sis said  they  intended  to  increase  their 
spending  for  plant  and  equypment  by 
11%  in  1980—1.4%  more  in  the  first 
quarter,  2.3%  in  the  second;  and  5.1%  in 


Another  sign  of  a  slowdown 


ill  four  recessions  since  1957,  a  downturn  in  business  equipment  production 
preceded  a  reduction  in  capital  spending  by  businesses.  Now,  once  again, 
put  of  such  lines  as  machinery,  construction  and  farm  equipment  is  lagging. 


:al  outlays  ($  billions. 


Industrial  production  (business  equipment)  1967  =  100 

200 


Gray  areas  represent 
periods  of  recession 

Industrial  production  (business  equipment)  > 
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the  second  half.  Judging  from  the  early 
warning  signs  of  the  March  data,  they 
are  unlikely  to  spend  at  that  rate. 

Until  these  weaknesses  began  to  show 
up,  most  forecasts  had  envisioned  mod- 
est but  real  growth  for  the  economy  as  a 
whole  this  year,  despite  the  probability, 
as  many  saw  it,  of  a  minor  slump  for  one 
or  two  quarters.  A  lot  of  those  forecasts 
have  been  revised.  Now  they  see  an  abso- 
lute downturn  of  0.3%  to  1%. 

The  second  quarter  of  1980  will  be  the 
worst.  In  the  first  quarter  real  growth  ran 
1.1%  ahead  of  the  fourth  quarter  of  1979, 
according  to  early  reports.  But  the  second 
quarter,  reflecting  the  Federal  Reserve's 
restraints  on  consumers  and  on  lending 
institutions,  will  experience  a  decline  in 
real  terms  that  could  be  as  great  as  7%. 
Subsequent  quarters,  according  to  the 
model  of  most  economists,  will  show 
further  declines,  but  of  smaller  magni- 
tudes. At  the  end  of  the  year,  the  consum- 
er will  still  be  struggling  to  repay  credit 
advances  while  large  numbers  will  be 
unemployed.  By  that  time,  however,  a 
rebound  will  be  starting. 

Lost  along  the  way  this  year  may  be 
programs  to  provide  tax  incentives  for 
additional  capital  investment.  You  can 
hear  the  argument  now:  Why  encourage 
capital  outlays  when  there  is  plenty  of 
unused  capacity? 

Also  shoved  to  the  side  may  be  Wash- 
ington's resolve  to  achieve  a  balanced 
budget.  When  the  President  presented  in 
March  a  revision  of  his  January  budget, 
changes  in  spending  and  taxing  were  de- 
signed to  bring  a  balance  in  the  fiscal  year 
ending  Sept.  30,  198 1  and  thus  exert  fiscal 
restraint  on  expansion  of  the  economy. 

These  changes,  however,  were  decided 
at  a  time  when  it  was  okay,  politically,  to 
condemn  inflation  and  pay  little  atten- 
tion to  unemployment  data.  Since  the 
March  14  announcement  by  the  Federal 
Reserve  of  tough  restraints  on  consumer 
credit  and,  therefore,  consumer  spend- 
ing, business  has  softened  markedly,  fac- 
tory layoffs  have  blossomed  and  the  pub- 
lic now  worries  about  jobs  more  than  the 
fight  against  inflation. 

So  once  again  politicians  may  prefer  to 
worry  less  about  balancing  the  budget, 
remove  or  loosen  the  lids  on  public  pro- 
grams and,  at  the  same  time,  boost  de- 
fense outlays.  We  would  then  be  in  for 
yet  another  period  of  guns  and  butter  and 
inevitable  inflation  Hi 
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Anyone  who  thinks  all  the  risk  has  gone 
out  of  the  economy  isn't  reading  the  news 
or  is  optimistic  to  the  point  of  lunacy  . 

DON'T  GET 
CARRIED  AWAY 


By  Ben  Webermao 


What  goes  down 
must  come  up.  The 
bond  market,  which 
was  setting  records 
for  volatility  on  the 
downside  earlier 
this  year,  has  now 
broken  that  record, 
but  this  time  on  the 
upside.  In  16  trading 
days  ended  Apr.  16, 
long-term  government  bond  prices 
rose  anywhere  from  12  to  15  points. 
To  put  it  in  perspective,  that's  more 
than  double  what  bonds  would  fluctu- 
ate over  a  full  year  in  ordinary  times. 

On  Mar.  24  you  could  have  bought 
Treasury  ll%s  of  2010  for  923/s.  On 
Apr.  16  these  same  bonds  closed  at 
107*6,  the  yield  dropped  from  12.75% 
to  10.9%.  It  was  a  similar  if  less  dra- 
matic story  for  other  bonds — interme- 
diate-term and  long-term.  Long-term 
IBM  bonds  rose  from  78  to  88. 

Same  thing  in  the  tax-exempt  mar- 
ket. The  State  of  Oregon  brought  out  a 
28-year  bond  with  a  9.2%  coupon  and 
sold  it  at  par.  Within  two  days  the 
price  had  risen  so  much  that  the  yield 
was  reduced  to  7.55%. 

Okay,  so  now  let's  get  to  the  big 
question:  Is  this  just  a  smart  rally  in  a 
bear  market,  or  is  it  time  to  buy?  I'm 
going  to  hedge  my  answer  a  bit,  as 
seems  only  prudent  considering  these 
parlous  times.  In  fact,  I'm  going  to 
repeat  the  advice  I've  been  giving  for 
some  months  now:  Stay  with  medi- 
um-term issues,  that  is,  bonds  matur- 
ing in  seven  years  or  less.  For  one 
thing,  these  issues  have  risen  relative- 
ly less  than  long-term  bonds  since  late 
March.  More  importantly,  the  down- 
side risk  is  less,  and  anyone  who 
thinks  all  the  risk  has  gone  out  of  our 
current  economic  situation  either 
isn't  reading  the  newspapers  or  is  op- 
timistic to  the  point  of  lunacy. 

Ben  Webermari  is  economics  editor  of Forbes 
magazine. 


The  risks?  They  are  familiar  ones. 
Inflation.  We  hope  the  rate  will  go 
down  but  we  don't  yet  have  enough 
evidence  that  it  has,  nor  do  we  know 
it  will  stay  down  if  it  gets  down.  Cer- 
tainly inflation  psychology  has  not 
cooled.  With  a  long-term  bond  you  are 
betting  on  the  inflation  rate;  with  a 
short-  or  medium-term  bond  you  are 
betting  on  Federal  Reserve  policy.  At 
this  point,  the  latter  is  more  predict- 
able than  the  former — although  this  is 
not  always  so.  We  know  that  the  de- 
mand for  credit  is  now  likely  to  ease 
because  the  economy  is  slowing  down 
and  that  means  lower  interest  rates; 
the  Fed,  after  all,  wants  a  recession, 
not  a  depression.  The  Fed  will  allow 
short-term  rates  to  fall. 

So,  why  not  go  long  and  go  for  a 
nice  capital  gain-  I'll  answer  that 
question  with  a  question:  What  hap- 
pens if,  as  the  election  draws  nigh,  the 
TV  tube  blares  with  news  of  unem- 
ployment, and  the  politicians  panic? 
We  could  quickly  see  a  badly  unbal- 
anced budget,  all  manner  of  fiscal 
stimulus  and  a  U-turn  in  interest 
rates.  If  that  happens,  who  wants  to 
be  caught  holding  long-term  bonds 
due  in  20  years? 

What's  quality? 

It's  markdown  time  in  the  bond 
business.  I  don't  mean  prices,  which 
have  recently  gone  up,  but  quality  rat- 
ings which  are  going  down  for  some 
formerly  prime  names:  Ford,  Good- 
year, Shell  Oil.  In  early  April,  Standard 
&  Poor's  downgraded  Firestone  Tire 
&  Rubber  bonds  to  BBB  from  A-mi- 
nus.  BBB  is  respectable  but  just  barely 
so;  one  more  notch  down  and  the 
bonds  count  as  speculative.  Just  so 
that  Firestone  needn't  feel  too  bad, 
S&P's  subjected  its  old  rival  Goodyear 
to  the  same  indignity.  In  Goodyear's 
case,  the  reason  given  was:  "overca- 
pacity, reduced  demand  and  highly 
competitive  pricing  environment." 

Ford  Motor  was  downgraded  for 
reasons  that  you  can  read  about  in  the 
newspapers  every  day.  Shell  got  pun- 


ished for  taking  on  so  much  debt  t 
buy  Belndge  Oil  that  its  ratio  of  deb 
to  capital  doubled  from  18%  to  39% 
The  company  boasted  in  the  1979  ar 
nual  report:  "Successful  maintenanc 
of  our  AAA  credit  rating  contribute 
to  our  ability  to  pursue  aggressivel 
the  Belndge  acquisition  opportunity 
It  boasted  too  soon. 

Markdowns  in  quality  ratings  ar 
noteworthy  because  rare.  They  are  bt 
coming  less  rare  as  the  combinatic 
of  high  interest  rates  and  a  slowin 
economy  set  the  stage  for  potenti 
credit  losses. 

A  large  number  of  major  and  sma 
banks,  for  example,  are  bein 
squeezed  by  high  interest  rates.  Th 
is  the  group  that  bet  rates  would  tc 
out  in  1979,  when  yields  were  muc 
lower.  They  took  on  fixed-retur 
loans  and  investments,  expecting  t 
receive  a  generous  yield  for  yeal 
ahead.  Instead,  the  revenues  are  les 
than  the  marginal  cost  of  money  t 
them  and  the  loans  and  investment 
must  be  financed  by  rolling  ov$ 
short-term  liabilities  at  rates  ths 
make  the  loans  unprofitable. 

Meanwhile,  some  loans  are  turnin 
bad.  Banks  that  staked  their  future  o 
consumer  credits  may  run  into  an  e 
traordinarily  large  number  of  person 
bankruptcies.  Banks  that  lend  t 
farmers  will  have  delinquencies  an 
defaults  because  farm  product  price 
have  dropped  sharply.  Banks  in  auto 
motive  centers  such  as  Detroit  wi 
face  the  problem  of  serving  a  d 
pressed  area — with  large  amounts  c 
credit  outstanding. 

Some  tax-frees  are  interesting  froi 
the  standpoint  of  ratings.  Philip  Gol 
smith,  municipal  research  partner 
Prescott,  Ball  &  Turben,  compil 
lists  of  securities  his  firm  believes  ai 
better  in  quality  than  indicated  b 
Moody's  and  Standard  &  Poor's  rai 
ings.  "Quality  is  generally  mispe 
ceived  by  the  industry,"  he  sayi 
Bonds  of  the  State  of  Louisiana  con 
tinue  to  improve  in  quality  because 
substantial  revenues  from  oil  and  g£ 
deposits  and  from  sales-tax  receip' 
flowing  from  the  extraction  busines: 
It's  a  domestic  Saudi  Arabia.  Goh 
smith  also  likes  Massachusetts  bi 
cause  the  employment  base  has  cot 
tinued  to  shift  into  less-cyclical  indu 
tries.  The  Puerto  Rico  Telephor 
Authority,  frowned  on  by  the  ratir 
agencies,  is  "the  most  undervalued  ■ 
any  of  the  Puerto  Rican  agencies,"  b 
says.  "Debt  service  coverage  ratios  ai 
met  easily  and  a  three-year  contrat 
with  employees  should  eliminai 
near-term  labor  problems."  ■ 
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Keene's  18th 
record-breaking  quarter 

was  stacked  with  good  news 


Net  Income  Net  Income 

1st  Quarter  1979       1st  Quarter  1980 

$2,463,000  $2,904,000 


Sales 
1st  Quarter  1979 

$47,241,000 


Sales 
1st  Quarter  1980 

$52,051,000 


The  bottom  line  keeps  get- 
ting better  and  better.  Our  First 
Quarter  '80  earnings  were  a  rec- 
ord $1.01  a  share,  up  31%  over 
the  first  quarter  earnings  of  last 
year.  That's  the  eighteenth  time 
in  a  row  that  Keene's  quarterly 
earnings  have  been  higher  than 
the  earnings  of  the  correspond- 
ing quarter  a  year  earlier.  Net 
income  of  $2.9  million  set  a 
first  quarter  record.  First  quar- 
ter sales  were  excellent,  too. 
Despite  divestitures  of  some 
low-profit  lines,  sales  climbed 
to  $52.1  million,  a  10%  increase 
over  the  first  quarter  of  79. 

Concentrating  on  four  growth  fields 
is  one  secret  of  Keene's  growth. 

Keene  concentrates  its  re- 
sources on  four  core  product 
lines  which  promise  the  best 
opportunity  for  profitable 
growth:  bearings,  lighting,  lami- 
nates and  filtration.  In  1980  they 
will  represent  a  growing  market 
of  approximately  $2.75  billion 
for  us,  with  a  strong  long-term 
trend.  We're  happy  to  say  our 
share  of  market  in  all  those  fields 
increased  appreciably  in  1979, 


Earnings  per  Share 
1st  Quarter  1979 

77* 


and  we  can  see  even  larger  in- 
creases in  market  share  ahead 
of  us  in  '80.  Send  for  our  Annual 
Report  for  the  details  of  how 
we're  making  it  happen.  We'll 
also  send  you  more  facts  about 
our  record  First  Quarter. 


KEENE 

CORPORATION 
200  Park  Avenue.  New  York.  N  Y  1001 7 


City  Investing  reports  to  it 


City  Investing  is  the  world's 
largest  manufacturer  of  steel 
shipping  containers  for  the 
chemical,  petroleum,  paint 
and  food  industries. 


We  are  one  of  the  leading 
U.S.  manufacturers  of  cen- 
tral heating  and  air-condi- 
tioning equipment,  and  the 
world's  largest  producer  of 
storage  water  heaters. 


In  insurance,  we  are  one 
of  the  largest  property  and 
casualty  underwriters  in 
the  United  States. 


We  are  leaders  in  the  custom 
design,  manufacture  and  sale 
of  printed  business  forms. 


At  factories  and  offices 
across  the  country,  City  pro- 
vides food  and  beverages 
through  cafeteria  operations 
and  vending  machines. 


ockholders  on  manufacturing 


n  1979,  City  Investing's  revenues 
rom  domestic  manufacturing  were 
nore  than  $1.2  billion.  That's  an 
ncrease  of  47  percent  over  1978. 

Our  performance  in  these  activ- 
ties  has  been  good.  Our  interests 
re  diversified,  both  in  the  products 
ve  produce  and  the  markets  we 
erve.  We  are  expecting  continued 
;rowth  in  the  1980s. 

We  keep  buildings  warm, 
cool  and  efficient 

)ur  heating,  water  heating  and  air- 
onditioning  systems  are  basic  and 
ssential. 

We  build  them  for  domestic 
nd  commercial  applications,  and 
ingoing  technological  improve- 
nents  have  made  them  among  the 
nost  efficient  systems  on  the 
narket  today. 

For  example,  in  comparison 
vith  standing  pilot  furnaces  in  our 
Iheem  product  line,  energy-saving 
:lectric  ignition  and  an  automatic 
rent  damper  make  our  new  gas 
urnaces  up  to  27  percent  more  effi- 
ient.  Based  on  Department  of 
inergy  procedures  for  calculating 
innual  estimated  operating  costs, 
lp  to  18  percent  can  be  saved  on 
'our  heating  bills. 

Our  high  efficiency  air-con- 
litioners  can  be  more  effective  in 
ooling  an  entire  home  than  indi- 
idual  room  conditioners. 

Heat  pumps  represent  a  grow- 
ng  market  for  us  in  many  parts  of 
he  country.  And  in  commercial 
ipplications,  they  can  deliver  sig- 
lificant  operating  economies  in 
ireas  where  electric  heat  is  being 
lsed. 

We  design  and  sell  conventional 
vater  heaters  under  the  Rheem 
md  Ruud  brand  names,  and  very 
>romising  solar  water  heating 
ystems. 

The  domestic  water  heating 
narket  is  surprisingly  reliable, 
^lore  than  sixty  percent  of  the  busi- 
less  is  replacement  business,  not 
ied  to  housing  starts. 

Internationally,  we  build  steel 
lrums  and  other  products  at  72 
)lants  in  19  countries,  including 


Brazil,  Belgium,  the  United  King- 
dom, Mexico  and  Italy. 

Our  international  manufactur- 
ing operations  delivered  more  than 


City  Investing  Revenues  1979 

Total  $5,040,700,000 


$591  million  in  revenues  in  1979,  up 
26.6  percent  over  1978. 

We  are  making  an 
impression  in  printing 

We  operate  one  of  this  country's 
leading  magazine  printers,  which 
prints  some  of  the  best  known  pub- 
lications on  the  newsstand,  most  of 
them  under  long-term  contracts. 
There  are  three  main  plants.  We  are 
spending  more  than  $30  million  on 
new  offset  printing  facilities  in  Mt. 
Vernon,  Illinois. 

We  are  also  leaders  in  the 
design,  manufacture  and  sale  of 
printed  business  forms,  process- 
ing systems  and  equipment— for 
everything  from  small  businesses 
to  direct  mail  operations  and 
computer  processing. 

A  company  that 
fits  together  for  growth 

City  Investing's  total  revenues  in 
1979  were  more  than  $5  billion. 
Total  assets  are  now  more  than 
$7  billion. 

We  are  not  only  in  good,  basic 
businesses,  but  we  are  leaders  in 
most  of  them.  In  addition  to  Manu- 
facturing (a  cornerstone  in  our  com- 
pany) and  International,  we  are 
involved  in  three  other  major  areas. 


In  Housing,  we  are  predomi- 
nantly located  in  the  Sun  Belt,  one 
of  the  fastest-growing  regions  in  the 
country.  Our  operations  here  have 
made  us  one  of  the  nation's  largest 
single-family  homebuilders. 

We  also  manufacture  mobile 
homes  in  19  plants  across  the 
country.  And  we  plan  and  build 
entire  residential  communities 
in  Florida. 

Our  Consumer  Services  sector 
includes  the  leading  budget-priced 
motel  chain,  Motel  6,  and  one  of 
the  largest  institutional  food  service 
businesses  in  the  United  States. 

In  Insurance,  we  are  a  major 
underwriter  of  commercial  lines 
through  The  Home  Insurance  Com- 
pany, a  $2  billion  writer  of  property, 
casualty,  life,  accident  and  health 
insurance. 

Dividend  growth  has 
continued 

As  our  revenues  and  earnings  have 
grown,  so  have  our  dividends.  In 
the  past  five  years,  the  annual  divi- 
dend rate  has  more  than  doubled, 
to  $1.50  per  common  share  cur- 
rently. And  our  performance  has 
built  a  firm  foundation  for  future 
growth. 

To  learn  more  about  us,  and 
the  businesses  that  are  part  of  City 
Investing,  just  clip  this  coupon. 


FB5I2 

John  Herndon,  Vice-President 
I   City  Investing  Company,  Dept.  M 
I   767  Fifth  Avenue 

NEW  YORK,  NY  10022 

Dear  Mr.  Herndon: 
Please  send  more  information  on 
I  City  Investing. 

I   Name  I 

I   Address   | 

[  City  [ 

I  State  Zip  

I  l 


Q  City  Investing  fits  together  for  growth 
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The  New  Deal  was  geared  to  stimulate 
consumption,  but  what  may  have  been 
appropriate  then  is  pure  poison  now.  • 

COMING  HOME 
TO  ROOST 


By  Heinz  H.  Biel 


Investors  have  had 
a  pretty  rough  time 
so  far  this  year.  And 
I  mean  all  investors, 
not  just  holders  of 
stocks  and  bonds. 

The  gold  bugs  had 
their  weeks  of  great 
euphoria,  but  a  $400 
price  drop  is  unnerv- 
ing, even  if  the 
original  cost  price  was  low.  The  silver 
caper  of  the  Hunt  brothers  will  go 
down  in  the  annals  of  economic  histo- 
ry as  something  akin  to  the  tulip  ma- 
nia a  few  hundred  years  ago.  The  truly 
smart  ones  were  the  supposedly  naive 
people  who  dumped  their  old  house- 
hold silver  at  fantastic  prices. 

The  booming  real  estate  market  has 
turned  soft.  It  isn't  easy  these  days  to 
sell  a  house,  unless  the  buyer  has  all 
the  money  he  needs  or  the  seller  is 
willing  to  take  back  a  low-interest 
mortgage.  I  don't  know  about  the  var- 
ious collectibles,  but  it  seems  that  the 
buying  ardor  has  cooled  off,  too. 

The  winners  were  the  true  pessi- 
mists who  put  their  money  into 
short-term  Treasury  bills,  rolling 
them  over  at  ever  higher  interest 
rates.  But  these  are  refuges  for  scared 
money,  which  hardly  qualify  to  be 
termed  "investments." 

While  much  of  these  broad  market 
unsettlements  can  be  ascribed  to  the 
ineptitude  and  vacillations  of  the  Car- 
ter Administration's  foreign  and  do- 
mestic policies,  and  to  the  premoni- 
tion of  a  possibly  less-than-shallow 
recession,  the  major  cause  is  inflation, 
which  has  now  reached  the  stage 
where  it  becomes  exceedingly  diffi- 
cult to  get  it  under  control.  The  sins  of 
tlx  past  have  come  home  to  roost. 

It  has  taken  a  long  time  for  people 
to  realize  that  the  American  economy 
is  in  mortal  danger.  The  many  warn- 

Heinz  H  Biel  is  a  vice  president  of  the  tXYSE 
firm  ofjanney  Montgomery  Scott 


ings  went  unheeded.  More  than  two 
years  ago  (Forbes,  Mar.  20,  1978)  I 
wrote  a  column  that  elicited  more 
reader  response  than  anything  I  have 
written  before  or  since.  The  heading 
was  "We  Must  Scream  Louder."  Well, 
we  didn't. 

The  roots  of  inflation  go  back  much 
further  than  just  the  past  10  or  15 
years,  when  federal  budget  deficits  ex- 
ploded into  insane  magnitude.  The 
main  concern  of  Franklin  Roosevelt's 
New  Deal  was  to  get  the  American 
economy  back  on  the  track  after  the 
severe  deflation  that  accompanied  the 
Great  Depression  of  the  early  Thir- 
ties. In  addition  to  Keynesian  fiscal 
policies,  everything  was  geared  to 
stimulate  consumption.  It  still  is  to- 
day, but  what  may  have  been  appro- 
priate then  is  pure  poison  now! 

FDR's  economic  policies  did  not 
work,  but  he  was  bailed  out  by  World 
War  II.  Instead  of  disavowing  the  New 
Deal  after  the  war,  we  continued  its 
fallacious  economic  philosophy  with 
such  measures  as  the  Full  Employ- 
ment Act.  As  if  you  could  legislate  full 
employment  with  any  greater  success 
than  you  could  control  wages  and 
prices. 

Our  tax  policy  is  still  designed  to 
stimulate  consumption  and  to  discour- 
age saving.  If  you  use  credit  because  it 
is  so  nice  to  live  beyond  your  means 
and  buy  the  things  you  really  can't 
afford,  the  interest  you  have  to  pay  is 
tax  deductible.  This  means,  in  effect, 
that  we,  the  taxpayers,  are  subsidizing 
you,  the  borrower. 

The  saver,  on  the  other  hand,  is 
penalized.  The  interest  he  receives  is 
taxed,  even  though  he  probably  in- 
vests previously  taxed  income.  The 
saver  doesn't  even  get  the  ridiculously 
low  $100  exemption,  which  applies  to 
dividends.  People  who  now  have  to 
pay  16%  on  a  home  mortgage  or  over 
20%  on  the  debit  balance  in  their 
margin  account  actually  pay  much, 
much  less  because  of  the  tax  deduct- 
ibility. But  how  much  does  the  saver 
keep,  after  taxes,  of  the  15%  yield  of  a 


good  quality  bond?  Maybe  6%  or  8% 

This  is  the  most  stupid  policy  ima 
inable.  It  has  caused  our  savings  ra 
to  drop  below  that  of  any  other  maj 
industrialized  country.  Savings  a 
now  inadequate  to  provide  the  capit 
necessary  to  keep  our  productive  f 
cilities  efficient  and  competitive. 

Is  it  any  wonder  that  subsidizit 
the  borrower  has  led  to  the  greate 
expansion  of  credit  we  have  ev| 
seen?  Sure  the  federal  budget  defici 
which   every  politician   is  talkir 
about,  are  highly  inflationary,  but  tl 
excessive  use  of  credit,  facilitated  I 
weak  Federal  Reserve  policies  and 
accommodating  banking  system, 
far  worse.  The  numbers  are  far  larg 
Don't  blame  the  borrower.  He  wou 
be  foolish  not  to  take  advantage  of  tl 
government's  largesse,  particularly 
times  of  worsening  inflation. 

This  tax  system,  which  may  ha 
had  some  merit  40  or  50  years  ag 
when  income  taxes  were  insignifica 
by  today's  standards,  has  become 
ingrained  in  our  economy  that  it  cat 
not  be  reversed  overnight.  The  ho 
of  protest  and  anguish  would  be  de, 
ening.  It  is  a  case  for  gradualisi 
Gradually  reduce  the  tax  on  intere 
income  andVor  establish  and  increa 
exemptions;  and  gradually  elimina 
the  tax  deductibility  of  interest  paic 

If  for  socio-political  reasons  n 
want  to  encourage  home  ownersb 
or  sustain  the  family  farm  or  aid  sm 
business,  let  us  do  that  by  open,  cle; 
ly  visible,  direct  subsidies.  W 
should  all  taxpayers  have  to  absort 
good  part  of  the  borrowing  cost  p£ 
by  corporations  and  individuals  I 
loans  on  projects  that  are  not  nec« 
sarily  in  the  public  interest,  such 
Sun's  multibillion  dollar  acquisition 
Seagram's  oil  properties  or  the  Hun 
silver  speculation  or  the  constructi 
of  gambling  casinos? 

If  we  want  to  arrest  the  contini 
depreciation  of  our  dollar,  we  mi 
have  a  combination  of  fiscal  dis 
pline,  a  firm  monetary  and  credit  pc 
cy,  and  a  sensible  system  of  taxatic 
which  encourages  saving  and  discoi 
ages  borrowing.  Alas,  there  is  lit 
reason  for  optimism  on  that  score, 
long  as  our  politicians  believe  tl 
inflation  is  caused  by  higher  pric 
and  higher  wages,  prospects  for  int 
ligent  and  timely  action  are  dim. 

After  this  digression  into  the  fi» 
of  economics,  this  column  will 
turn  to  its  proper  theme,  Stock  Co 
ment,  in  the  next  issue,  but  becai 
of  the  close  linkage  of  the  two  si 
jects  an  occasional  deviation  seei 
appropriate.  ■ 
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Santa  Fe  Industries,  Inc.  earned  a 
record  net  income  in  1979  of  $227.7 
million,  or  $7.63  a  share,  fully  di: 
luted,  a  3896  increase  over  1978. 
This  is  the  fourth  consecutive  year 
of  record  earnings  for  Santa  Fe. 
.  All  of  our  operating  groups  made 
a  positive  contribution  to  Industries' 
pre-tax  income. 

Our  transportation  group,  which' 
includes  the  Santa  Fe  Railway, 
made  a  pre-tax  contribution  of 
$135.4  million,  an  increase  of  22% 
above  1978. 


The  natural  resources  area  contri- 
bution of  $105.3  million  was  nearly 
double  the  1978  results. 

Forest  products  pre-tax  contri- 
bution was  $15.3  million  and  real 
estate  and  construction  activities 
made  a  pre-tax  contribution  of 
$25.6  million,  up  32%  above  1978. 

For  more  information  about  our 
dramatic  1979  results,  write  us  for  a" 
copy  of  ourannual  report: 
Santa  Fe  Industies,  Inc., 
Dept.  333,  224  South  Michigan  Ave, 
Chicago,  IL  60604. 


ttom  line 
j  moving  up. 
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our  businesses, 
e  been  dramatic. 
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Dividend?  ■  Fully  diluted 
declared  Beamings 


Commodities 


The  silver  bulls  made  the  fatal  mistake  of 
failing  to  imagine  that  silver  could  once 
again  sell  for  $10  an  ounce. 

ON  FACING  REALITY 


By  Stanley  W.  Angrist 


Not  just  commod- 
ity speculators  but  it 
seems  everyone  has 
been  talking  recent- 
ly about  silver  and 
the  Hunt  brothers. 
People  seem  to  be 
endlessly  fascinated 
by  stories  of  great 
wealth  made  or  lost 
in  short  periods  of 
time.  (In  case  you  have  just  returned 
from  your  spring  cruise  and  are  un- 
aware of  what  happened  in  the  silver 
market,  the  chart  at  right  spells  out 
the  entire  story.) 

Depending  upon  whom  you  listen 
to,  the  Hunts  (Nelson  Bunker  and 
William  Herbert)  either:  a)  came  very 
close  to  cornering  the  silver  market; 
b)  missed  a  corner  by  a  mile;  c)  got 
what  was  coming  to  them,-  d)  lost  a 
small  fortune;  e)  made  a  small  for- 
tune; or  f)  none  of  the  above.  Based 
on  what  we  know  so  far,  no  single 
answer  listed  above  will  describe 
what  actually  took  place.  The  events 
are  fairly  complicated  but  there  is 
one  thing  on  which  I  wish  to  set  your 
mind  at  rest — the  Hunts  will  not  be 
applying  for  public  assistance  in  the 
near  future. 

In  January  1979  silver  traded  at 
around  $6  per  ounce;  by  last  summer 
it  had  reached  the  then  astounding 
level  of  $9.  Many  speculators  felt  they 
had  done  quite  well  on  the  $3-per- 
ounce  ride  up  ($15,000  per  contract) 
and  exited  the  game,  or  even  worse, 
went  short  in  expectation  of  a  sizable 
correction.  Several  factors  conspired 
to  confound  their  analysis. 

The  forces  that  came  together  in 
the  past  few  months  to  launch  silver 
into  the  stratosphere  were  as  follows: 
1)  The  Hunts  and  several  other 
wealthy  individuals  continued  to  buy 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


substantial  numbers  of  silver  futures 
contracts  and  to  take  delivery  as  they 
matured;  2)  the  rate  of  inflation  ac- 
celerated and  appeared  to  be  out  of 
control;  and  3)  the  U.S.  suffered  sev- 
eral setbacks  in  foreign  affairs  that 
made  us  appear  to  be  a  weak  country 
whose  currency  should  be  shunned  at 
almost  all  costs.  These  three  factors 
came  together  with  such  force  that 
silver  became  the  commodity  on 
which  you  could  not  lose  money  if 
you  went  long. 

As  prices  rose,  additional  equity 
was  created  in  the  accounts  of  the 
silver  bulls.  These  bulls  could  not  re- 
sist the  temptation  to  use  this  equity 
to  purchase  additional  silver  con- 
tracts. In  essence,  they  pyramided. 
The  rich  got  richer  and  the  poor  (read 
"shorts")  took  the  gas  pipe. 

The  silver  bulls  were  sitting  on  top 
of  a  giant  bubble  that  awaited  only  a 
pinprick  to  turn  it  back  into  soap  and 
water.  They  received  several.  As  the 
frenzy  grew,  both  major  silver  ex- 
changes limited  speculative  positions 
in  silver  to  600  contracts.  That 
meant  that  no  more  really  big  traders 
could  enter  the  market.  Then  for  a 
while  both  exchanges  ordered  that 
silver  trading  was  for  liquidation 
only.  This  meant  that  no  new  long 
positions  could  be  established;  the 
only  trade  a  long  could  make  was  to 
sell  to  a  short  who  wanted  out.  The 
game  was  being  limited  to  current 
players  only. 

Meanwhile,  the  margin  that  traders 
had  to  put  up  to  hold  their  positions 
was  raised  to  $40,000  per  contract  for 
those  holding  100  contracts  or  more. 
(Last  September  the  margin  on  a  sil- 
ver contract  was  a  mere  $2,000.) 
These  margins  acted  to  close  out  the 
small  speculator  who  wanted  to  play 
this  game. 

Yet  there  were  two  other  factors 
that,  even  without  the  three  rule 
changes  enumerated  above,  would 
have  burst  the  bubble  anyway.  The 
high  prices  that  the  Hunts  created 
called  forth  a  tremendous  amount  of 


silver.  Silver  producers  took  steps  t 
increase  production.  Furthermore 
millions  of  people  remembered  th 
candy  dish  that  Aunt  Claire  had  give 
them  for  a  wedding  present.  The 
took  it  down  to  the  silver  buyin 
shops  that  had  sprung  up  all  over  th 
country  and  turned  the  candy  dis 
into  cash.  Finally,  silver  reclamatio 
techniques  and  equipment  got  a  sh( 
in  the  arm  the  likes  of  which  they  ha 
never  received  before.  Soon  we  wei 


Silver  spike 


Commodity  pyramids  are  built 
by  buying  additional  contracts 
with  paper  profits  as  prices  rise. 
If  the  pyramid  builder  is  big 
enough,  the  additional  contracts 
purchased  fuel  further  price  in- 
creases. But  as  the  Hunt  brothers 
learned — the  hard  way — at  some 
point,  exogenous  forces,  such  as 
changes  in  the  rules  or  increased 
supplies  coming  to  market,  will 
act  to  stop  the  pyramid  builders. 
Then,  look  out  below! 
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vash  in  silver.  The  icing  on  the  cake 
as  supplied  by  the  Federal  Reserve 
>ard  when  in  March  it  tightened  the 
onetary  screws  again,  forcing  inter- 
t  rates  to  unheard-of  (in  this  couri- 
er, at  least)  levels.  It's  pretty  hard  to 
m  down  a  risk-free  15%  return  from 
r-bill. 

So  the  run  for  daylight  started.  The 
st  wave  of  selling  knocked  silver 
>wn  to  the  $30-to-$35-per-ounce  lev- 
.  It  seemed  like  a  bargain  to  many, 
le  next  leg  down  took  it  to  $20, 
here  it  attracted  a  new  group  of  bar- 
in  hunters.  As  the  final  wave  of 
argin  calls  went  out,  silver  collapsed 

$10  per  ounce  before  bouncing  $5 

$6. 

The  Hunts  could  have  made  several 
llion  dollars  had  they  not  sold  under 
reed  liquidation  conditions.  As  it 

they  probably  made  only  a  modest 
m.  (You  can  define  modest.)  Re- 
ember  they  bought  a  lot  of  silver 
tween  $3  and  $4  per  ounce.  When 
e  rules  were  changed  in  the  middle 

the  game,  it  precluded  the  possibil- 
f  of  a  corner.  However,  I  think  they 
3uld  have  failed  to  run  a  corner 
ivway  given  the  tremendous  out- 
luring  of  silver  that  has  taken  place 
cause  of  high  silver  prices.  The 
ants  can  well  afford  this  bit  of  ad- 
rsity,  but,  alas,  they  took  with 
em  a  lot  of  folks  who  might  not  be 

well  off. 

I  have  given  considerable  thought 
these  strange  events  and  tried  to 
id  out  if  there  was  some  important 
sson  that  could  be  learned  from 
em  by  commodity  traders.  And 
ere  is.  The  silver  bulls  made  a  fatal 
istake.  They  forgot  that  what  goes 
)  can  come  down  again.  It  never 
curred  to  them  that  silver,  after  sell- 
g  at  over  $50  an  ounce,  could  once 
ain  sell  for  $10. 

Commodity  traders,  by  their  very 
iture,  are  optimists.  But  speculators 
ust  force  themselves  to  go  against 
eir  nature  and  concentrate  their 
oughts  on  adverse  consequences, 
hat  if  a  trade  does  not  work  out  as 
pected:  What  is  my  game  plan 
en?  At  what  point  will  I  admit 
at  I  am  wrong  and  take  my  medi- 
ne?  Not  all  trades  work  out  as 
armed — indeed  we  consider  our- 
Ives  exceptionally  skilled  traders  if 
i%  of  our  trades  are  profitable, 
lerefore,  adverse  moves  must  be 
>permost  in  our  minds,  for  if  they 
en't,  we  are  not  facing  reality.  The 
ability  to  face  reality  is  certainly 
)t  a  prescription  for  success  in  the 
immodity  market — or,  for  that 
atter,  anyplace  else.  ■ 


2  things  you  should  know 

about  EVERY  stock  that 
concerns  you: 
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Huts 


Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
full-page  Report  (size  8V2  x  11) 
every  13  weeks.  (A  complete  set  of 
the  latest  Reports  is  yours  as  a 
bonus  below.) 


Above 
Average 


TIMELINESS  2 

/  Relative  Price  Perform-  \ 
Vance  Next  12  Mos.  / 

SAFETY  3  Average 

(Scale:  1  Highest  to  5  Lowest) 

BETA  1.10 


Each  of  these  full-page  Reports 
contains  more  than  1000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 


1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  Is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness — reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average) — for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $33 — about  half  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2000-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week — and  the  96-page  booklet,  "Evaluating  Common  Stocks."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

Send  your  check  or  money  order  along  with  your  name,  address  and  zip  code 
together  with  this  ad  to: 


■The  Value  Line  Investment  Survey  w 

■  Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,*  New  York,  N.Y.  1001 7^ 


!□  Begin  my  10-week  trial  to  The  Value  Line  Sur- 

Ivey  (limited  once  to  any  household  every  two 
years)  and  send  me  the  two  bonuses  listed 

■ above.  Check  for  $33  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 

■  A  famous-make  pocket-size 
"CREDIT  CARD/CALCULA- 

■  tOR  SUPER  SLIM  LCD  CAL- 
CULATOR (with  full  memory)  | 
Bgiven  to  you  when  you  order 

'the  Value  Line  Investment  Survey  for  one  year— 

I and  send  payment  now. 
□  1  year  for  $330.  My  payment  is  enclosed— 

I send  me  the  CALCULATOR  as  my  extra  special 
bonus.  (There  are  no  restrictions  with  this  an- 

Inual  subscription.) 
□  Enter  my  subscription  now.  Bill  me  for  $330 
•  (Does  not  include  the  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO. 


CITY 


STATE 


ZIP 


GUARANTEE:  If  dissatisfied  for  any  reason,  I 
may  return  material  within  30  days  for  full  re- 
fund of  the  fee  I  have  paid.  Subscription  tax- 
deductible  and  nonassignable.  Foreign  rates  on 
request.  (NY  residents  add  sales  tax  )  816A12 


^uoes  not  inciuoe  tne  calculator.)  request,  (int  resiaems  aaa  saies  lax  )  bioai^ 
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\  1(  )\  EY  &  INVESTM  ENTS 


There  are  ways  to  get  around  one  un- 
avoidable fact  of  life  if  not  the  other.  Some- 
times the  methods  work,  sometimes  not. 


DEATH  AND  TAXES 


By  John  Train 


Jake  Fisher  spent 
over  30  years  in  the 
Internal  Revenue 
Service,  ending  his 
career  as  a  supervi- 
sor of  an  estate  and 
gift  tax  unit. 

Not  surprisingly, 
he  has  many  stories 
to  tell  about  the 
complicated  world 
of  taxes,  and  tell  them  he  does  in  his 
curious  book,  Human  Drama  in  Death 
and  faxes  ($12.95,  Communication 
Channels,  185  Madison  Avenue,  New 
York  City). 

The  volume  may  be  too  arcane  for 
the  general  reader,  but  should  be  of 
interest  to  trust  officers,  tax  accoun- 
tants and  Internal  Revenue  agents.  To 
pique  their  curiosity,  here  are  three  of 
Mr.  Fisher's  more  singular  tales: 

The  timber  magnate 

A  West  Coast  forest  owner  was 
killed  by  a  taxi  early  in  the  morning  of 
Ian.  4,  1966,  shortly  after  emerging 
from  a  nightclub  in  New  York  City. 

Within  a  few  months  after  his 
death,  his  property  was  ravaged  by  a 
forest  fire. 

The  executor  decided  to  use  the  al- 
ternate valuation  date — Jan.  4,  1967 — 
because  of  the  reduced  value  of  the 
estate  as  a  result  of  the  fire. 

On  Apr.  4,  1967,  the  15th  month  to 
the  day  from  the  date  of  death,  the 
attorney  for  the  estate  personally  pre- 
sented the  estate  tax  return  at  the 
office  of  the  Internal  Revenue  Service 
District  Director  where  the  magnate 
had  resided. 

At  the  audit,  the  examiner  pro- 
duced New  York  City  hospital  records 
indicating  that  the  timber  magnate 
had  been  pronounced  dead  at  1 :30 

John  Train  is  president  oj  Train.  Smith,  Ineest- 
ment  Counsel,  Xeie  York,  and  tlx'  autlx)r  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


a.m.  on  Jan.  4,  1966.  He  then  directed 
the  estate's  lawyer  to  Section  2031(C) 
of  the  Internal  Revenue  Code,  which 
provides  that  the  alternate  valuation 
date  can  be  elected  if  the  return  is  filed 
within  the  time  prescribed  by  lau 

However,  the  time  of  death  is  the 
time  at  the  decedent's  domicile;  if  he 
dies  at  any  other  place,  the  time  at 
that  moment  back  home  governs.  As 
it  happened,  1:30  a.m.  in  New  York 
on  Jan.  4,  1966  was  10:30  p.m.  on  Jan. 
3,  1966  at  the  decedent's  home. 

So  the  return  was  not  filed  "time- 
ly," as  they  say.  Thus,  the  estate  could 
not  use  the  alternate  valuation,  and, 
as  a  result,  it  lost  a  fortune.  However, 
the  IRS  auditor  was  magnanimous. 
He  waived  the  late-filing  penalty. 

The  prodigal 

A  father  had  a  deadbeat  son  who 
was  periodically  arrested.  The  father, 
to  his  great  vexation,  found  himself 
obliged  to  furnish  bail  and  to  make 
good  his  son's  debts. 

Finally,  the  father  declared  that  he 
was  through:  He  was  going  to  disin- 
herit his  son  and  never  wanted  to  see 
him  again.  The  son  replied  that  if  that 
happened,  he  would  fight  the  will  in 
every  court,  however  long  it  took,  so 
that  no  one  else  in  the  family  would 
get  anything  for  years.  Undaunted, 
the  fatber  did  disinherit  him. 

When  the  father  died,  sure  enough 
the  son  came  to  town  to  contest  the 
will.  The  attorneys  for  the  bank  that 
was  acting  as  executor  called  in  the 
son's  lawyer.  The  lawyer  went  back  to 
the  son  and  advised  him  to  give  up. 
He  himself  withdrew  from  the  case 
then  and  there. 

What  had  happened?  It  turned  out 
that  while  still  alive,  although  ailing, 
the  father  had  assembled  in  his  hospi- 
tal room  his  lawyer,  doctor,  clergy- 
man, a  psychiatrist  and  the  manager 
of  his  construction  firm,  with  a  movie 
camera  complete  with  crew  on  hand 
to  record  the  proceedings. 

The  father  introduced  all  those 
present  to  the  "live"  camera,  and 


asked  them  to  comment  on  the  situa1 
tion.  Each  spoke  at  some  length. 

After  that,  the  father  carefully  real) 
ed  the  provisions  of  his  will  before  th 
camera.  He  then  detailed  the  painfu 
history  of  his  relationship  with  hi 
son,  ending  with  the  solemn  words 
"It  is  my  wish  and  desire  that  my  sol 
share  no  portion  of  my  estate." 

With  that,  the  testator  and  the  wil 
nesses  signed  the  instrument. 

The  evidence  was  so  clear  and  U 
powerful  as  to  preclude  any  conten 
tion  that  the  testator  was  incapacitat 
ed,  unduly  influenced,  or  any  of  th 
other  allegations  typically  advance 
in  attacking  a  will.  The  wastrel  soi 
was  stymied. 


Tou  can't  beat  city  hall 

An  official  of  a  northeastern  cit 
took  frequent  lunkets  on  "city  busi 
ness."  He  was  accompanied  by  hi 
secretary  in  her  capacity  as  a  munici 
pal  employee. 

The  secretary  was  in  on  all  of  he 
boss's  doings,  and  as  one  of  her  pen 
quisites  had  a  key  to  the  politician' 
safe  deposit  box,  which  received  regu 
lar  additions  that  were  not  declared  t 
any  tax  authority. 

One  winter  the  pair  visited  Miam 
to  "represent  the  city  government"  a 
an  air  pollution  conference. 

They  had  a  sensational  weekend 
perhaps  too  sensational.  At  the  end  a 
it,  the  politician  was  carried  off  by 
heart  attack. 

The  secretary  checked  out  of  th 
hotel  forthwith,  flew  north,  and  a 
opening  time  the  following  mornin, 
appeared  at  the  bank  with  her  key  ti 
the  safe  deposit  box. 

The  obituary  had  not  yet  run  in  th' 
local  morning  papers,  so  she  had  n< 
trouble  gaining  access  to  the  box. 

Some  days  later,  when  the  box  wa 
officially  opened,  nothing  was  discov 
ered  in  it  except  the  owner's  will  an< 
some  other  documents:  no  cash. 

When  the  tax  authorities  ques 
turned  the  secretary,  she  said  that  sh< 
hadn't  known  that  a  safe  deposit  bo: 
was  supposed  to  be  sealed  after  th< 
owner's  death,  and  had  removed  onl' 
some  of  her  personal  papers. 

However,  among  the  politician's  ei 
fects  at  home  were  found  three  mon 
sets  of  the  special  keys  used  for  saf' 
deposit  boxes.  The  authorities  ques 
tioned  the  secretary  about  those  keys 
She  knew  nothing  about  them.  Aha 
the  agents  replied,  he  must  have  beei 
keeping  boxes  under  false  names  ii 
other  cities. 

Two  words  escaped  the  secretary' 
lips:  "The  rat!"  ■ 
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iswer  A  is  incorrect  because 
verages  is  not  one  of  our  five 
siness  segments.  We  are  deeply 
mmitted,  however,  to  Cleaning 
stems;  Educational  and 
5usehold  Products;  Fluid 
ansmission  Products;  Power 
d  Controls  Systems;  and 
uipment  &  Accessories. 
Answer  B  is  incorrect  because 
eet  corners  do  not  rack  up 
:ord  earnings  year  after  year 
we  do. 

Answer  C  is  incorrect  because 
hough  we  publish  the  best 
ling  World  Book  encyclopedia, 


we  have  not  yet  written  a  diet 
book.  And  we  probably  won't 
because  there's  little  fat  on  our 
corporate  frame  or  among  our  17 
operating  units. 

Answer  D  is  correct. 

Nobody  has  all  the  answers 
to  the  question  of  what  makes 
companies  grow  and  prosper.  At 
Scott  &  Fetzer,  we  believe  credit 
for  our  success  can  be  given  in 
large  part  to  the  fine  reputations 
our  products  have  earned  over 
many  years.  Products  such  as 
World  Book  and  the  renowned 
Kirby  vacuum  cleaner,  Wayne 


water  systems,  Campbell-Hausfeld 
air  compressors,  and  many  more 
fine  products  for  home  and 
industry.  We've  been  innovators, 
and  leaders.  We've  not  shied 
from  taking  risks  and  we've  acted 
quickly  to  correct  mistakes. 

How  did  we  do  in  1979? 
See  answers  below. 
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The  stock  market  will  benefit.  After  the  New 
Frontier,  the  Great  Society,  Nixonomics 
and  Peanut  Populism,  a  sense  of  fiscal 
responsibility  is  returning  to  Capitol  Hill. 

THE  SUPER  POLL 


By  Ann  C.  Brown 


It's  all  over  but 
the  shouting,  and 
the  marching  and 
the  banners  and  bal- 
loons and  other 
pointless  pageantry 
of  political  conven- 
tions. With  only  a 
handful  of  primaries 
still  to  come  in  the 
50-states-plus-Puer- 
to  Rico-playoffs,  the  votes  are  already 
in  and  counted.  The  conservatives 
have  won — both  Democrat  and  Re- 
publican. All  that  remains  for  Nov.  4 
is  to  measure  how  sharp  a  turn  to  the 
right  the  majority  of  American  voters 
have  taken. 

One  of  the  greater  myths  of  democ- 
racy is  that  leaders  lead  and  followers 
follow.  In  elected  government,  follow- 
ers lead  and  leaders  follow.  The  worst 
thing  that  can  happen  to  a  politician 
is  to  be  shouting  "left  turn"  while  the 
people  he  desires  to  represent  are 
turning  right.  Recent  months  have 
witnessed  any  number  of  previously 
free-spending  senators  hopping  on  the 
balanced-budget  bandwagon.  Former 
doves  in  the  House  of  Representatives 
are  now  clamoring  for  cruise  missiles 
and  supporting  teenage  draft  registra- 
tion. And  the  once-enthusiastic  back- 
ers of  SALT  II  have  been  peppering 
the  proposed  treaty  with  requests  for 
clarification  and  questions  regarding 
viable  verification. 

Whatever  the  election  outcome  this 
autumn,  the  real  winner  will  be  the 
stock  market.  After  the  New  Frontier, 
the  Great  Society,  Nixonomics  and 
Peanut  Populism,  a  sense  of  fiscal  re- 
sponsibility is  returning  to  Capitol 
Hill.  We  may  be  the  wealthiest  nation 
on  earth,  but  we  have  learned  that 
there's  no  blank  check  to  write  our 
way  out  of  poverty,  pollution  and  in- 

Ann  C.  Brown  is  executive  rice  president  of  the 
New  York  investment  'firm  of  Melhado,  Flynn  & 
Associates 


creasing  scarcities.  The  price  of  Utopi- 
an goals,  no  matter  how  commend 
able,  is  inflation,  and  the  cost  is  too 
high  for  too  many  people.  From  here 
on  out,  watch  for  increasing  emphasis 
on  savings  and  investments  versus 
consumption,  and  a  greater  reliance 
on  private  versus  public  employment 
Things  are  looking  up — way  up  for 
investors  who  have  borne  the  brunt 
of  nearly  two  decades  of  economic 
irresponsibility. 

Earlier  this  year  (Forbes,  Mar  17),  I 
listed  several  reasons  why  I  thought 
there  was  a  good  chance  that  there 
wouldn't  be  a  recession  in  1980.  That 
was  before  the  Federal  Reserve  era 
barked  on  a  kamikaze  course  that 
scared  the  silver  out  of  everyone  and 
nearly  closed  the  doors  of  several  bro- 
kerage firms  in  the  process.  Whether 
or  not  the  GNP  makes  it  through  the 
year— battered  and  bloodied  but  not 
down  for  the  two-consecutive-quarter 
count — remains  to  be  seen.  In  any 
event,  if  a  recession  should  occur,  it 
will  have  been  discounted  by  the) 
stock  market  for  two  years  and  conse- 
quently should  have  little  or  no  ad- 
verse effect  on  most  stock  prices  as| 
investors  begin  to  concentrate  on  at 
rosier,  diminishing-inflation  future. 

Although  the  rate  of  inflation  will| 
start  declining  later  on  this  year,  wei 
will  still  be  fighting  to  contain  it  be 
low  the  double-digit  level  for  some 
time  to  come.  Therefore,  I  continue  to 
place  considerable  faith  in  natural  re- 
source stocks,  particularly  those  com- 
panies whose  assets  are  concentrated 
in  friendly  lands — Missouri,  for  exam- 
ple. Here  St.  Joe  Minerals  (40)  produces 
loads  of  lead  from  relatively  low-cost 
mines.  The  company  also  is  a  prime 
supplier  of  low-cost  zinc  in  addition 
to  having  oil  and  gas  holdings  in  the 
North  Sea  due  to  come  on  stream 
sometime  this  summer.  Add  a  touch 
of  gold  and  tons  of  coal  and  St.  Joe 
Minerals  looks  like  a  company  whose 
time  has  come.  St.  Joe  Minerals  oper- 
ates on  a  March  fiscal  year  and  isi 
estimated  to  report  earnings  of  $6,401 
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er  share  for  the  year  just  ended,  up 
rom  $3.46  in  1979.  Preliminary  esti- 
lates  for  fiscal  1981  are  in  the  area  of 
8  per  share. 

Texasgulf  Inc.  (32)  has  broad  natural 
^sources  interests  besides  being  the 
world's  second-largest  producer  of  sul- 
jr.  In  these  uncertain  times,  it  seems 
rudent  to  have  an  investment  in  cad- 
lium,  copper,  silver,  lead,  iron,  zinc, 
}da  ash,  oil,  gas,  potash  and  phos- 
hate.  The  recent  blowoff  in  interest 
ites  and  the  resultant  decline  in  over- 
11  commodity  prices  dropped  the 
rice  of  Texasgulf  from  a  high  of  53  to 
:s  current  buying  range.  The  com- 
any  earned  $4.05  per  share  in  fiscal 
979  (March),  up  from  $1.33  in  1978. 
stimates  are  for  $7.80  per  share  this 
ear  and  $8.50  in  1981.  What's  more, 
:  looks  like  the  second-quarter  divi- 
end  may  be  raised  substantially  from 
0  cents  per  share  to  perhaps  as  much 
5  45  cents. 

The  cruel  winds  of  March  huffed 
nd  puffed  and  blew  down  the  prices 
f  two  companies  I  missed  recom- 
lending  last  year.  Pioneer  Corp.  (37)  is 
diversified  energy  company  primar- 
y  involved  in  the  exploration  and 
roduction  of  oil,  gas  and  uranium.  In 
idition,  Pioneer  Corp.  provides  drill- 
lg  services,  sells  heavy  construction 
lachinery  throughout  rapidly  grow- 
lg  Texas  and  manufactures  oilfield 
quipment.  Over  the  next  few  years, 
le  company  plans  to  explore  its  acre- 
yz  in  the  promising  Anadarko  Basin 
ir  deep  (and  deregulated)  natural  gas. 
ast  year  earnings  of  $3.57  were  up 
[most  100%  from  the  year  earlier. 
Dr  1980  preliminary  estimates  are 
round  $4  per  share. 
Petrolane  Inc  (35)  is  the  other  stock 
wish  I'd  mentioned — and  now  can — 
lanks  to  the  "correction"  that 
ropped  the  price  some  20%  or  so 
om  its  recent  high.  Petrolane  is  a 
:ading  marketer  of  liquefied  petro- 
:um  gas  (LPG).  Through  one  subsid- 
iry,  the  company  specializes  in  off- 
lore-drilling  equipment  and  services, 
id  through  other  subsidiaries  Petro- 
me  charters  a  fleet  of  45  deep-drilling 
md  rigs  and  services  offshore  drilling 
latforms  with  over  70  cargo  and  crew 
aats.  Readers  know  of  my  past  and 
jntinued  interest  in  Suburban  Pro- 
me  Gas  (28),  and  Petrolane  is  in  the 
ime  business  and  then  some.  With 
PG  more  cost-efficient  than  fuel  oil 
id  electricity,  the  outlook  is  very 
tractive  for  the  1980s.  Last  year, 
etrolane  reported  $2.40  per  share,  up 
om  $1.95  in  1978.  This  year  $2.75 
:ems  attainable  and,  with  any  luck, 
»aybe  a  bit  more.  ■ 
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Attention  investors 
in  50f  o  or  higher  brackets. 


Earn  tax-free  income*with  money 
market  stability  and  liquidity.  The 
initial  investment  is  $20,000  and 
you  receive  these  benefits: 

1.  Constant  $1  Share  Price 

2.  Daily  Tax-Free  Income 
S.Checkwrrang  &  Wire  Liquidity 

4.  Quality  Portfolio 

5.  Diversification 

6.  Professional  Management 
Call  today  for  current  yield  and 
more  facts. 

Call  Toil-Free 
800  225-6190 

In  Massachusetts  call  collect  617-523-1919 

•A  portion  may  be  subject  to  state  or  local  taxes. 


P.O.  B 
82  De 


<  832.  Dept.  JB  051^80  10 
nshireSl..  Boston,  MA  02103 


I  FIDELITY 

i  TAX-EXEMPT 
|  MONEY  MARKET 

|  TRUST    Foi  more  complete  informa- 
|  tion,  including  fees  and  expenses,  please 
|  write  or  call  for  a  prospectus.  Read  it  care- 
|  fully  before  you  invest. 
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Organization 
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Stale  Zip 
O  Business   Q  Institutional 


|    -    Fidelity  Group  ( her  $6  billion  of  assets  under  management,  j 


Money  Market  Yields. 


(with  only  $1,000.) 


Call  toll  free 
1-800-638-5660 

to  learn  our  /  % 
current  high  yield  I  \ 
under  Federal  VL 
Reserve  requirements. 1 .  "* 
Plus  these  advantages:  \3f 

•  Free  check  writing.  V 

•  Quick  liquidity — no 
withdrawal  penalty. 

•  No-Load.  No 
sales  charge. 
•  Toil-Free  telephone 
redemption/ transfer. 
If  busy,  or  in  Mary-,  J;i 
land,  call  collect 
301-547-2308.  £ 

 t 


Rowe  Price  A6 
Prime  Reserve  Fund  II 

100  E.  Pratt  Street 
Baltimore.  Maryland  21202 


.  Zip  Code. 


For  more  complete  informa- 
,  including  management 
fee  and  other  charges  and 
expenses,  obtain  a  pro- 
spectus. Read  it  care- 
fully before  you 
.invest  or  send 

money. 
wp$>.  1 
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A  falling  market  and  a  rising  dollar  usual- 
ly make  Europeans  hunger  irresistibly  for 
American  stocks.  Not  this  time. 

THE  VIEW  FROM 
THE  OTHER  SIDE 


By  Srully  Blotnick 


Stock  prices,  on 
balance,  have  gone 
down  in  the  last  few 
months,  and  during 
the  same  period  the 
American  dollar,  on 
balance,  has  in- 
creased in  value  rel- 
ative to  a  basket  of 
European  curren- 
cies. Traditionally, 
that  is  a  combination  that  makes  Eu- 
ropean investors  hunger  irresistibly 
for  U.S.  stocks.  After  all,  they  get  a 
double  bang  for  each  buck:  The  stocks 
they  buy  increase  in  price  and  the 
worth  of  each  dollar  investment  they 
have  increases,  relative  to  their  own 
currencies.  So,  Europeans  have  been 
enthusiastic  buyers  of  American 
stocks  lately,  right" 

Not  this  time.  Treasury  obligations, 
yes.  Stocks,  no.  "How  come?"  I  asked 
181  seasoned  European  investors  dur- 
ing a  recent  trip.  The  answers  given 
most  often  were  as  follows: 

First:  "Your  country  is  drifting  to- 
ward war." 

"Why  do  you  say  that?"  I  asked. 
They  replied  that  "few  Americans 
recognize  that  Khomeini  is  a  fanatic, 
a  lunatic,  one  who  is  willing  to  de- 
stroy himself  and  his  country.  You 
Americans  always  assume  that  world 
leaders  are  reasonable.  Your  belief  that 
a  peaceful  solution  can  be  reached  is 
based  on  the  reasonableness  you 
think  you  see.  But  in  some  cases  it 
isn't  there,  especially  this  time.  You 
insist  on  'playing  by  the  rules'  with  a 
man  who  has  none." 

"If  there  is  a  war,"  I  asked, 
"wouldn't  that  be  good  for  the  U.S. 
economy?  There  are  a  considerable 
number  of  American  investors  who 
feel  that  it  would  be." 

"No,"  they  answered.  "Unless  your 
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government  is  willing  to  impose  wage 
and  price  controls,  conflict  would  in- 
crease your  already  high  inflation  rate. 
It  doesn't  appear  that  Carter  is  pre- 
pared to  impose  controls. 

"It  is  true,"  they  added,  "that  war 
would  probably  harm  Europe  more 
than  it  would  hurt  the  U.S.  Any  con- 
flict in  the  Mideast  is  likely  to  disrupt 
our  oil  supplies — and  our  economies — 
substantially." 

I  then  asked:  "Doesn't  that  make 
U.S.  stocks  relatively  attractive?" 

"In  some  ways,  yes,"  they  said. 
"But  Treasury  obligations  are  still 
preferable  just  now,  in  case  we  need 
the  funds  here." 

Besides  war,  the  issue  foremost  in 
the  minds  of  the  majority  was  infla- 
tion. I  asked:  "Suppose  there  is  no 
war.  How  would  your  view  of  U.S. 
equities  change?" 

Their  reply  was:  "Even  if  the  U.S. 
doesn't  become  involved  in  military 
conflict,  your  iidlation  rate  is  going  to 
remain  high." 

I  commented  that  most  American 
economists  are  predicting  a  decrease 
in  the  rate  of  inflation  by  the  third  or 
fourth  quarter  of  this  year.  "Do  you 
not  agree  with  that  view?"  I  asked. 

"No,"  they  said,  "we  don't." 

I  then  asked:  "Assuming  that  the 
time  to  buy  had  already  arrived, 
which  stocks  would  you  find  most 
attractive?" 

"There  are  two  groups  of  stocks 
that  we'd  not  buy,"  they  responded. 
"The  housing  and  auto  stocks." 

"Why  not?"  I  asked.  "Both  areas — 
housing  and  auto  sales — have  partici- 
pated m  every  business  cycle  recov- 
ery. Won't  they  do  the  same  again?" 

"Yes,  but  not  as  profitably,"  was 
the  reply.  "The  sales  will  be  there,  but 
the  earnings  won't  be.  There  will  be 
special  difficulties  faced  by  both  in- 
dustries this  time  which  will  make  a 
return  to  traditional  margins  of  profit 
impossible." 

"What  kind  of  'special  difficul- 
ties'?" I  asked. 

"Foreign  auto  companies — particu- 


larly the  (apanese,  but  European  com 
panies,  too — have  gotten  hold  of  i 
much  larger  portion  of  your  domestic 
car  sales  than  anyone  thought  they 
would.  In  any  event,  the  very  strength 
in  the  dollar,  to  which  you  referred 
before,  will  keep  foreign  autos  attrac 
tively  priced  to  American  buyers  and, 
at  the  same  time,  make  the  stocks  of 
U.S.  auto  companies  unattractive." 

"Also,"  they  continued,  "your  car 
companies  are  counting  on  their  own 
sales  abroad  to  help  them  during  £ 
rebound,  yet  Europeans  may  be  end 
ing  their  postwar  love  affair  with  the 
auto  much  faster  than  you  suspect 
This  time,  many  of  the  customers  you 
will  be  waiting  for  won't  be  there. 
They  may  look — and  even  admire- 
but  will  they  buy?  We  don't  think  so 

"Similarly,  the  cost  of  new  housing, 
and  of  new  mortgages,  will  remain 
very  high  for  an  extended  period.  That 
will  have  a  prolonged  dampening  ef- 
fect on  the  housing  stocks." 

I  asked:  "What  stocks,  then,  will 
you  be  interested  in,  once  you  are 
ready  to  buy?" 

"The  computer  industry  is  our  first 
choice,"  they  replied,  "but  not  IBM. 
Again,  it  has  too  many  'special  prob 
lems.'  We  think  this  is  an  industry 
that  is  going  to  surprise  everyone  in 
its  growth  rates  in  the  next  ten  years 
Moreover,  it  will  be  the  larger,  better 
established  companies,  not  the  small 
er  ones,  which  will  do  best.  It  is  now  z 
very  expensive  business  to  get  in  and 
to  stay  in." 

The  stocks  they  selected,  listed  in 
descending  order  of  preference,  were 
Honeywell,  Burroughs  and  Digita 
Equipment. 

"Why  is  Honeywell  your  first 
choice?"  I  asked. 

"Because  if  it — instead  of  IBM 
were  broken  up  into  smaller  pieces, 
the  many  companies  it  contains 
would  sell  for  much  more  than  the 
parent  stock  presently  does.  And  that 
will  be  all  the  more  so  when  the  econ- 
omy rebounds." 

The  second  most  favored  group  tar 
geted  by  the  largest  number  for  future 
purchases  were,  in  descending  order: 
Caterpillar  Tractor,  Deere  and  Inter 
national  Harvester. 

They  cited  a  few  energy  issues,  but 
the  third  group  was  the  drug  stocks: 
specifically,  Lilly,  Merck  and  Pfizer. 

The  fourth  group  was  a  surprise:  the 
liquor  stocks,  Heublein,  National  Dis- 
tillers and  Hiram  Walker. 

"Why  drugs  and  distillers?"  I  asked. 

They  answered:  "War  or  no  war,  we 
think  people  will  sit  around  and  wor- 
ry— and  drink — more."  ■ 
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WE  BUSINESS  ANALYSTS 
ANALYZE  OUR  BUSINESS. 

66  Bennett  in  our  opinion,  is  still  the  premier 
Florida  bank  holding  company." 


Alex.  Brown  &  Sons 
January  1979 


Barnettis  the  best  positioned  Florida  bank  holding 
company  and  has  the  best  geographical  diversification 
in  the  state." 


The  First  Boston  Corporation 
January  1979 


...Barnett  has  the  most  geographically  diverse 
and  extensive  network  of  He  Florida  bank  holding 
companies' 


Shearson-Loeb  Rhoades 
March  1979 


vndits 

structure  to  its  excellent  management  and  location  in 
me  of  the  premier growthstates  in  the  nation,  sar 

"The  Company  has  the  most  thorough  market 
oenetrationo  fany  Florida  bank  holding  company  with 
statewide  offices  servicing  markets  accounting  for  88% 
of  the  states  population. ipj 


The  Rohinson-Huuiphrey Company  Inc 
June  1979 


IF  YOU'RE  INTERESTED  IN  KNOWING  MORE  ABOUT  BARNETT  BANKS  OF  FLORIDA,  FOR  EITHER  YOUR  COMPANY 
IR  YOURSELF.  JUST  CONTACT  CHARLES  E.RICE.  PRESIDENT.  BARNETT  BANKS  OF  FLORIDA.  INC.tOO  LAURA  STREET. 
JACKSONVILLE.  FLORIDA  32202.  AND  FIND  OUT  WHY  WE'RE  THE  MOST  TALKED  ABOUTBANKS  IN  FLORIDA. 

II  Barnett  Banks  are  members  of  FDIC 


\fenture  Capital 


„  Take 

Common 
Stock 

in  the  '80's. 

Investors  are  now  taking  a 
hard  look  at  common  stocks  as 
the  investment  vehicle  of  the 
'80's.  And  the  thought  that 
real  values  can  be  missed  by 
overemphasizing  timing  and 
cycles. 

We  at  Penn  Square  think 
this  makes  sense.  After  all,  it's 
what  we've  been  saying  for 
23  years. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our 
prospectus.  Read  it  carefully  before  you  invest  or 
send  money. 

800/523-8440 

In  PA.  call  collect.  215/376-6771 


I 


I 


I Penn  Square  Mutual  Fund 
5lH  &  WASHINGTON  SIS.,  PO  BOX  1419,  READING,  PA  19603  * 


I 
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Name 


Address 
City  


.State 


-Zip 


L23  years  of  investment  experience 
Over  $140,000,000  in  assets 


Heart  Disease 

dies  with  the  patient 

Huntington's 

Disease 

kills  on  and  on  and  on. 


NATIONAL 

HUNTINGTON'S  DISEASE 

ASSOCIATION 


Suite  501  1441  Broadway 
New  York.  NY  10018 
212-966-4320 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2.000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person.  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance. 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)  463-4841 

or  write:  Computer  Capital  Corp. 
Dept.  5,  6922  Hollywood  Blvd. 
Los  Angeles.  CA  90028 


Since  the  national  mood  turns  gloomy, 
and  conventional  wisdom  urges  caution, 
we  overlook  recessions  opportunities. 


IF  YOU  CAN 
KEEP  YOUR  HEAD 


•  •  • 


By  Thomas  P.  Murphy 


A  LOT  OF  COMPANY 

presidents  this  year 
will  end  their  annual 
speech  to  the  sales 
force  with  words 
that  go  something 
like  this: 

Realism    "We  all 
know  this  is  going 
to  be  a  tough  year  in 
the  economy." 
Inspiration  "But  it's  going  to  be  a 
great  year  for  XYZ  because  you  sales- 
people are  going  to  sell  harder." 

Truth.  The  president  is  scared  stiff. 
He  had  the  new  product  catalog  print- 
ed in  black  and  white,  while  last  year 
it  was  done  in  four-color.  He  has 
screwed  down  credit  so  tightly  that 
the  salespeople  figure  they  will  lose 
10%  of  their  accounts.  As  for  their 
selling  harder,  they  will  try,  for  a 
while.  Their  living  standard  depends 
on  it.  But  after  hearing  so  many 
"noes,"  when  the  pitch  used  to  get 
"yeses,"  spirits  flag,  and  salespeople 
are  notorious  for  sitting  out  reces- 
sions— on  somebody's  payroll. 

Recessions  tend  to  have  a  paralyz- 
ing effect.  Every  instinct  is  to  hunker 
down,  play  it  safe  and  wait  and  see. 
Since  the  national  mood  turns 
gloomy,  and  conventional  wisdom 
urges  caution,  we  overlook  recession's 
opportunities.  Yes,  opportunities. 

Vocabulary  is  part  of  the  problem. 
Recession  is  one  of  those  words  that 
can  send  the  fingernails  deep  into  the 
palms — bankruptcy,  failure,  ruin,  poor 
old  Uncle  Ned  in  1930,  poor  Cousin 
Fred  in  1974!  Use  a  different  word, 
call  it  discontinuity.  Recession  then 
becomes  easier  to  address  rationally. 
A  discontinuity  is  a  break  with  the 
past,  and  relationships  change  rapidly 
and  sometimes  radically.  Capital,  for 
instance,  was  relatively  cheap  and 
plentiful  six  months  ago.  Now  it  is 

Thomas  /'  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


harder  to  find  and  very  expensive 
The  game  has  changed,  which  mean: 
that  the  marbles  are  on  the  table: 
again.  They  are  up  for  grabs. 

Go  back  to  my  example  of  the  com 
pany  president.  The  story  isn't  fable, 
know  the  fellow.  In  his  concern  abou 
credit  risks,  he  has  walked  away  frorr 
10%  of  his  company's  business,  ever 
though  he  has  plenty  of  cash  to  earn 
the  credit  and  its  risks.  What  he  has 
done  is  hand  over  one-tenth  of  hi! 
business  to  competitors  and  createc 
for  them  an  early  opportunity  stem 
ming  from  recession.  The  credit  risk: 
he  fears,  I  should  add,  are  manageable 
with  close  monitoring.  There  will  be 
some  losses,  but  that  could  be  made 
up  by  higher  prices,  and  companie: 
that  accept  this  business  will  fine 
themselves  with  loyal  customers.  W« 
don't  forget  the  people  who  helped  uj 
in  hard  times. 

As  I  noted  in  my  Forbes  column  o 
Nov.  26,  1979,  changing  personnel  i: 
another  opportunity  recession  hand: 
to  us.  Weeding  out  the  low  performe: 
is  difficult  when  things  are  going  well 
and  most  companies  just  don't  do  it) 
There  is  somehow  a  conflict  betweer 
prosperity  and  firing  some  poor  devil 
Recession  makes  it  easier.  Everybody 
understands  we  have  to  tighten  uj 
when  prospects  look  threatening.  I 
may  not  be  nice,  but  it  is  acceptable 
and  recessions  trigger  about  the  onbj 
pruning  some  companies  ever  do. 

It  is  also  much  easier  to  hire  gooc 
people  during  a  recession.  Some  ver) 
good  people  get  laid  off  through  nc 
fault  of  their  own.  Others  become  dis 
couraged  when  they  see  managemem 
running  scared  and  perceive  their  owr 
futures  as  threatened.  Could  you  hire 
some  of  the  best  people  at  XYZ  righi 
now?  Darn  right  you  could.  Manage 
ment's  fears  have  percolated  through 
the  ranks. 

As  for  capital  and  interest  rates— 
for  they  are  the  cutting  edge  of  mod- 
ern recessions — the  situation  is  not  as 
bad  as  it  seems.  While  some  of  the 
banks  are  getting  tapped  out  and  fussy 


318 


FORBES,  MAY  12,  19 


WHY  WE  HAVE 
CHANGED  OUR  NAME 


ft 


NATURAL  GAS 
OIL 


COAL 


EXPLORATION  AND 
DEVELOPMENT 


PROPOSED  PIPELINE 
(TRAIL  BLAZER) 

Ijj  COAL  GASIFICATION 
Hll  OIL  &  GAS  BASINS 


UTILITY  OPERATIONS  ^ 


NATURAL  GAS 
PIPELINES 


OVERTHRUST  BELT 


PROPOSED 
LNG  TERMINAL 


Peoples  Energy  Corporation 


(FORMERLY  PEOPLES  GAS  COMPANY) 


Natural  Gas  Pipeline  Company  of  America  •  Texoma  Production  Company 
The  Peoples  Gas  Light  and  Coke  Company  •  Harper  Oil  Company  •  Industrial  Fuels  Corporation  •  North  Shore  Gas  Company 
For  further  information  write:  Peoples  Energy  Corporation.  122  South  Michigan  Ave..  Chicago,  IL  60603 


Why  is  an  executive  from 

Procter  &  Gamble 
making  gumball  machines? 


MONEY&  INVESTMENTS 


Believe  it  or  not,  Procter  &  Gamble  encourages  their 
executives  to  help  develop  products  like  gumball  machines, 
buster  blocks  and  funky  chickens. 

It's  part  of  their  participation  in  Junior  Achievement.  And 
JA  companies  are  just  as  serious  about  business  as  Procter  & 
Gamble. 

With  the  help  of  an  adviser,  they  draw  up  a  company 
charter.  Elect  officers.  Sell  stock.  And,  once  a  product  is 
chosen,  they  produce,  promote,  sell  and  turn  in  a  profit. 

But  there  are  more  valuable  gains  than  dollars  and  cents. 

Ask  any  JA  adviser. 

He's  seen  the  shyest  boy  in  the  group  become  a  top 
salesman.  He's  watched  the  girl  who  could  barely  balance 
the  books  map  out  a  brilliant  financial  plan.  And  he's  shared 
the  enthusiasm,  commitment  and  the  real  sense  of  pride 
these  kids  feel  creating  a  company  of  their  own. 

Both  large  corporations  and  small  businesses  are  proud  to 
participate  in  Junior  Achievement.  We're  listed  in  your  local 
white  pages  so  call  us  and  join.  You'll  be  doing  a  lot  more 
than  just  making  gumball  machines.  SJkJ^^ 

A  little  pride  will  go  a  long,  long  way.  wJrl 

JA- A  DIVISION  Of  JUNIOR  ACHIEVEMENT  INC 


about  whom  they  will  lend  to,  th 
commercial  finance  companies  stil 
have  money.  According  to  David  A 
Silver,  the  New  York  investmen 
banker,  so  do  some  of  the  governmen 
lending  agencies.  One  that  he  cites  i 
the  Farmers  Home  Administration 
whose  lending  is  not  confined 
farmers  but  to  a  variety  of  companie 
in  legally  defined  "rural"  areas.  Anc 
the  government  agencies  tend 
weigh  in  as  countercyclical  lender 
when  private  money  dries  up.  Fuij 
thermore,  they  would  hate  this  yea 
to  end  with  a  dime  in  their  coffers,  fc 
Congress  would  never  understan 
why  they  had  not  loaned  everythin 
during  a  credit  crunch.  Very  likely 
budgets  for  next  year  would  be  cut 

Venture  capitalists  are  another  po 
tential  source  of  capital.  They  tool 
down  far  more  money  last  year  an< 
the  year  before  than  they  have  beer 
able  to  invest,  and  many  of  them  hav 
been  sitting  with  CDs  that  yield  17% 
while  they  look  at  deals.  Their  inves 
tors  are  getting  restless.  Who  needs 
venture  capitalist  to  buy  CDs?  S« 
some  venture  people  are  under  pres 
sure  to  make  deals  now. 

I  will  grant  that  interest  rates  an 
sky-high.  You  would  have  been  jaile» 
in  the  past  for  charging  them.  Never 
theless,  20%  money  is  only  expensiv 
when  you  can't  make  25%  with  it.  1 
you  can,  and  recession  sometime 
creates  those  kinds  of  opportunities 
then  it  is  a  bargain. 

The  ultimate  bargains,  though,  tent 
to  be  in  the  stock  market  itself.  In 
creasingly,  I  view  the  stock  market  a 
a  mirror  of  the  economy — a  fun-hous 
mirror — that  no  matter  how  you  tun 
it  can  reflect  only  distortion.  The  pro 
cess  has  already  begun.  While  th 
Dow  industrials  have  fallen  6.3°A 
from  six  months  ago,  the  NASDAC 
o-t-c  composite  is  down  13.3%,  am 
many  of  the  smaller  companies 
stocks  are  down  much  more  thai 
that.  Smaller  companies  do  not  neces 
sarily  fare  worse  than  large  ones  in 
recession,  but  you  will  never  convinc 
the  stock  market  of  that. 

Indeed,  in  my  skepticism,  I  ha» 
originally  contacted  XYZ  because 
suspected  its  CEO  was  deliberatel 
crying  wolf  in  order  to  depress  th 
stock  so  that  he  could  buy  back  mor 
of  it.  It  seemed  adequately  depresse' 
already,  down  50%  from  Decembe 
and  at  less  than  half  of  book  value 
That  sly  fellow,  I  figured,  is  takin 
advantage  of  these  recession  fears. 

Wrong.  He  really  is  running  scarec 
which  is  why  there  are  real  opportuni 
ties  in  a  recession.  ■ 
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Seven  consecutive  years 
F  record  sales  and  earnings. 

Our  first  $2  billion  year. 

Plus,  an  optimistic  look  at 
1980 and  beyond. 


In  1979,  White  Consolidated 
recorded  its  seventh  consec- 
utive year  of  record  sales  and 
earnings.  It  was  an  out- 
standing year  which  capped 
a  most  challenging  but 
equally  rewarding  decade. 

The  period  1970  through 
1979  saw  sales  grow  from 
$700  million  to  more  than 
$2  billion.  It  saw  our  net 
income  reach  a  level  of 
more  than  $75  million. 
Where  We  Are  Today: 
In  Consumer  Products: 

During  the  past  decade,  we 
have  become  the  third 
largest  manufacturer  of  major 
home  appliances  in  the 
United  States.  Our  brand 
names  are  well  known  indeed: 
Frigidaire,  Kelvinator, 
Gibson  and  White-Westing- 
house.  We  are  also  one  of  the 
largest  private  label  manu- 
facturers in  the  United  States. 
...and  In  Industrial  Products. 

At  the  same  time,  we  have 
become  a  major  supplier  of 
capital  equipment  and  other 
industrial  and  commercial 
products  such  as  steel  mill 
and  foundry  machinery; 
machine  tools;  valves  and 
controls;  road  building 
machinery;  and  printing 
equipment.  In  the  industrial 
marketplace  our  product 
names  are  equally  well 
known:  Blaw-Knox,  Bullard, 
White-Sundstrand,  ATF- 


Davidson,  and  Copes- Vulcan, 
to  name  but  a  few. 

Because  we  are  a  major 
factor  in  both  the  consumer 
and  industrial  marketplaces, 
we  have  built  exceptional 
balance  and  stability.  These 
factors  have  not  only  guided 
us  through  the  uncommonly 
difficult  economic  times  of 
the  70s,  but  also  give  us 
great  promise  for  the  coming 
decade. 


Our  Outlook  For  The  80's. 

For  example,  even  in  the 
face  of  a  decline  in  new 
housing  starts,  industry 
sources  indicate  there  is  an 
existing  appliance  population 
of  more  than  350  million 
units.  Within  the  next  few 
years,  we  expect  a  substantial 
percentage  of  these  units 
will  be  replaced.  The  replace- 
ment market  has  always 
been  the  major  part  of  our 


White  Consolidated  Industries,  Inc. 
Consolidated  Condensed  Statement  of  Income 

Year  Ended  December  31 

1979 

1978 

Net  sales                             $2,010,114,000  $1,655,979,000 

Income  before  income  taxes 

and  extraordinary  item  $ 
Income  taxes 

1 16,572,000  $ 
53,650,000 

101,169,000 
46,651,000 

Income  before  extraordinary 
item 

Extraordinary  item* 

62,922,000 
12,783,000 

54,518,000 

Net  income  $ 

75,705,000  $ 

54,518,000 

Net  income  per  common  share: 
Based  on  average  shares 
outstanding: 

Before  extraordinary  item 
Extraordinary  item* 

$4.87 
1.08 

$4.33 

Net  income 

$5.95 

$433 

Assuming  full  dilution: 
Before  extraordinary  item 
Extraordinary  item* 

$4.39 
0.94 

$3.82 

Net  income 

$533 

$3.82 

*  Results  from  refund  of  1971  taxes  paid  plus  the  after  tax  effect  of  interest 
applicable  to  prior  periods. 

appliance  business. 

On  the  other  side  of  the 
coin,  the  estimated  industry 
backlog  for  machine  tools 
alone  is  valued  at  more  than 
$5  billion.  Our  own  existing 
machine  tool  backlogs  are 
adequate  to  fill  our  manu- 
facturing schedules  through- 
out all  of  1980  and  well  into 
1981.  And,  new  orders  plus 
current  backlogs  for  others  of 
our  industrial  products  are 
also  impressive. 

We  look  forward  to  the 
coming  years  with  optimism. 
We  have  an  experienced 
management  team  in  place. 
We  have  both  financial  and 
marketing  strengths.  And, 
we  have  a  commitment  to 
carefully  programmed  growth. 

I  d  be  happy  to  send  you 
our  new  Information  Kit 
which  provides  an  in-depth 
look  at  our  company.  Please 
address  your  inquiries  to 
me  personally. 

Sincerely, 

Roy  H  Holdt 

Chairman  and 

Chief  Executive  Officer 


White  Consolidated 
Industries,  Inc. 

Cleveland.  Ohio  44111 
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REAL  ESTATE 


REAL  ESTATE 


COLORADO 

RANCHES,  FARMS  AND 
MOUNTAIN  LAND 
RANCHES:  *  1,1 20  pretty  deed- 
ed ac  adjoins  Nat'l  Forest-350 
ac  irrig.  w/good  wtr  rts,  sum- 
mer 500  yrlings,  7%  financing. 
$672,000.  *9,500  scenic  ac  V4 
way  bet  Vail  &  Stmbt  Spgs,  lg 
leases,  summer  1,800  yrlings. 
Good  owner  financing  possible. 
$3,000,000. 

FARMS:  *700  ac  deeded-610 
ac  lease,  450  irrig-in  corn,  beets, 
alfalfa  +  run  80  head  cows. 
6-7'/2%  financing  avail.  $800,000. 

•145  deeded  ac  with  creek,  60 
ac  farmed  in  corn  &  hay,  very 
good  development  potential, 
$377,000. 

MOUNTAIN  LAND:  35+  ac 

parcels,  some  water,  some  tree 
cover,  some  adjoins  Nat'l  For- 
est. Larger  &  smaller  parcels. 
And  there's  more!  ORR  LAND 
COMPANY  can  help  meet  your 
ranch,  farm,  investment  &  recre- 
ational needs  in  real  estate. 

ORR  LAND  COMPANY 
4455  Harlan  Street 
Wheat  Ridge,  CO  80033 
(303)  424-5010 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 
For  Price  &  Construction 
Package  Information  Send  $4.00  To: 


iSopaider  Hoi 


P.O.  Box  849  F 
Yadkinville,  N  C.  27055 
919-679-b846 


TAHITI 

Twin   Tahitian  houses,   a  sea- 
front  home,  a  hilltop  home,  35 
miles  from  Papeete,  on  Tahiti, 
Iti  .  .  .  Paradise  setting,  IV2  + 
acres,    formerly    Zane  Grey's 
fishing  camp,  available  for  im- 
mediate occupancy.  Offered  at 
$350,000  U.S.,  fully  equipped. 
Box  A191  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


HILTON  HEAD  ISLAND,  S.C. 
OCEAN  FRONT  VILLA 

$6400  DOWN 
$63,900  FULL  PRICE 
Fully  furnished 
OCEAN  FRONT  VILLA 
on  Hilton  Head  Island. 
90%  Financing. 
CALL  COLLECT 
(FW14)  803-785-8666 

FLORIDA  LAND 

In  Horse  country  (near  Ocala):  1100 
acres,  irrigated  soy  beans,  corn,  vege- 
table farmland  with  2'i  miles  paved 
frontage. 

On  St.  Johns  River:  30,000  acres  un- 
developed land,  18  miles  east  of  Or- 
lando, between  State  Roads  46  &  50. 
Contact  owner: 

NORRIS  COMPANY 
P.O.  Box  1088.  Ocala,  Fla.  32670 
(904)  622-7151 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$20.75.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $290.50.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$20.35.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $569.80.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


i 


FREE  CATALOG 

Big  .  .  .  Free  SUMMER  1980  Catalog 
describes  and  pictures  more  than  2,700 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  43  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


**  LAND  WANTED  ** 

10,000  acres  or  more  in  the 
Sunbelt  with  attractive  natural 
amenities — lakes,  trees,  streams, 
mountains,  etc. 

Box  A 189  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


Forbes: 
Capitalist 
Tool@ 


One  out  of  every  7 
FORBES  subscribers 
is  a  millionaire 


Make 
America 
smarter. 


The  colleges  are  in  deep  financial 
trouble. 


They  're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries. 


They  desperately  need  your  help 
So  give  them  a  hand  today.  ■  for 
a  better  tomorrow. 


CF 


Council  for  Financial  Aid  to  Education,  Inc 
680  Fifth  Avenue  New  York  NY  10019 


(Sine 


01  A  Public  Service  of  This  Magazine 
0  &  The  Advertising  Council 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 
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INVESTMENTS 


Original 
Lithographs 
Signed  and  Numbered 
Limited  Editions 

Stein.  Corelli,  Zarou,  Alvis,  Lambert 
lany  more  contemporary  artists.  Send 
ir  full  color  portfolio  catalog  of 
dual  5x7  quality  reproductions, 
action  guaranteed.  Monroe  Trading 
ian>.  522  21st  Street.  N.W.,  Suite  210. 
ington.  D  C.  20006.  Credit  card  orders: 
785-2310 


AVEL/HOTELS/RESORTS 

DRIVEN  BIRD  AND 
WALK-UP  SHOOTING 

ited  Kingdom,  Hungary,  Spain. 
juse/Partridges/Pheasants 

August-December  1980 
mon/Sea  Trout 

June-September  1980 
gs 

August-October 
/ate  Homes  or 
tel  Accommodation, 
ly  Major  Neil  Ramsay,  Farleyer, 
kberfeldy,  Scotland  PHI 5  2JE 
bles — Grousalder    Telex  76371 


5CELLANEOUS  FOR  SALE 

ENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
mber  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
IEENVILLE,  KENTUCKY  42345 
.  FREE  SERVICE  1-800-626-8352 


EXECUTIVE  SERVICES 


ECKTIE  NARROWING 


Wide  Ties  Recut  &  Reshaped 
o  the  new  Narrower  Look — 
.4.50  per  tie  (4  tie  minimum). 
:nd  for  free  tie  mailer  or  mail 
irect.  Satisfaction  guaranteed. 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE  — 

•ualify  to  become  an  attorney 
in  some  jurisdictions. 
For  free  information 
ihone  toll  free  1-800-423-4530 
Cal.  res.  phone  213-795-5558 
r  write:  Southland  University, 

69  North  Catalina, 
ept.  H3,  Pasadena,  CA  91106. 


WINES 


tlewine  Inc. 

1)685-2100^ 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


FREE  GOLD 
AND  SILVER 

INVESTMENT  INFORMATION 


For  complete  information, 
our  latest  recommendations 
and  a  copy  of  our 
corporate  brochure 
call  toll-free 

1-800-327-6991, 

or  write 
Bengal  Trading  Corp. 
Dept.  F102 
1556  E.  Commercial  Blvd. 
Ft.  Lauderdale,  Fla.  33334 


OWN  A  BIT  OF  SCOTLAND 

Invest  in  bulk  Scotch  Whisky  in 
barrels  lying  in  bonded 
warehouses  in  Scotland. 
To  obtain  a  prospectus, 
call  toll-free  1-800-824-7888 
California  1-800-852-7777 
(ask  for  Oper  950) 
THE  HIGHLAND  MALT  LTD 
P.O.  Box  6630 
Santa  Barbara,  CA  93111 
(805)  964-8795 


CAPITAL  TO  INVEST 

CREATIVE  FINANCING 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standbys-Takeout-Permanent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 

100%  FINANCING  AT  9% 

May  be  possible  with  revenue 
bonds.  Industrial,  warehous- 
ing, motels,  health  care,  oth- 
ers. Brokers  protected.  Send 
complete  package. 
Diversified  Resources  Inc. 
Box  5564 
San  Mateo,  CA  94402 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Binders:  $6.50;  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 190  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


BUSINESS  OPPORTUNITIES 

(Advertisement) 

$105,000  Cash  Paid 
Oil  Lease  Winner  in  •*> 
U.S  Gov't.  Lottery!  ^ 

Winners  Collect  Millions$$ 

New  York.  N  Y.  (Special)  Robert  E.  Bennett 
of  Rhode  Island  wrote  to  us  for  free  informa- 
tion and  entry  cards  on  the  U  S.  Gov  t  Lottery 
for  Oil  &  Gas  Lease  Rights,  and  the  third  time 
he  entered  he  won!  Collected  $  I05.000  cash  for 
rights  to  his  parcel.  PLUS  he  also  will  collect 
royalty  payments  for  all  oil  pumped  from  the 
land  You  too  could  be  a  big  winner  in  this  httle- 
known  U  S  Lottery  Millions  of  dollars  have 
been  paid  for  leases— hundreds  of  winners  ev- 
ery month.  Any  U.S.  citizen  age  21  or  over  can 
enter  for  a  tax-deductible  $  10  government  fee 
For  FREE  REPORT.  Official  Entry  Cards 
Parcels  to  be  drawn,  write  to:  Energy  Groupof 
America,  3308  Empire  State  Bldg.,  Depart- 
ment FOR050.  New  York,  NY  10001 


PREDICTIONS  on  where 
the  big  money  will  be  made 
in  the  1980s,  and  how  you 
can  get  in  on  the  ground 
floor!  Details  free  in  re- 
vealing 60-page  special  re- 
port. AEA,  Suite  B724, 
2311  Pontius,  Los  Angeles, 
CA  90064. 

INCORPORATE  in  Tax  Free  Nevada! 
(Beats  the  pants  off  Delaware) 

Nevada  offers  the  best  tax  advantages 
of  all  50  States!  You  owe  it  to  your- 
self, business,  &  your  family  to  send 
for  these  FREE  exciting  facts  .  .  . 
Corporate  Agents  of  Nevada,  Inc. 
1009  N.  Curry  St.  (Suite  7-F) 
Carson  City,  Nev.  89701  (702)  883-2174 


WIN  BIG  OIL  MONEY 


o.l  1  A  $25  (l««d«duci- 
uld  bring  you  $100,000 


For  free  information  Call  Toll-Free  1-1 
525-  2541.  Etl  8.  in  Colorado  Call  Col 
1-447-1399.  Eil  8,      Of  Write  . . 

F.  Milligan,  inc. 

1942  20lh  St    Drawer  3408FM  , 
Boulder  CO  60307 


AUTOMOBILES 

SAVE  $$$$  ON  NEW  1981  CARS 

Buy  at  Detroit  prices — save  on  freight 
too!  Full  factory  warranty.  Specializ- 
ing in  Cadillac,  Pontiac  &  Olds,  in- 
cluding Diesel  models.  For  quote, 
mail  make  &  model  to: 

BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
Phone  (313)  565-5577 


f  ROLLS  ROYCE 

Before  you  buy  any  Rolls  Royce"  call 

GLADDIN4* 
ROLLS  ROYCE  CO. 

Baltimore,  Maryland 
Factory  authorized  dealer 
since  1965.  Open  7  days  a  week 
Call  (301)  761-9393: 
V         (301)  987-0072  Sundays. 

BUSINESS  SERVICES 


KING  OF  800's 

A  NATIONAL  TOLL  FREE 

ANSWERING  SERVICE 
100  calls  per  mo  for  $25  per  mo 
Call  toll  free  for  information 
The  store  that  never  closes 
1-800-327-9009 
"TOLL  FREE  AMERICA  INC" 


BUSINESS  OPPORTUNITIES 


its  your 


Be  a  Professional  Business  Coun- 
selor. Provide  Independent 
business  Owners  with  needed 
Management  Counseling  Service, 
National  Endorsements.  Average 
investment  of  $1 5,000-$20,000 
includes  exclusive  territory,  com- 
plete training,  initial  supplies,  oper- 
ations manuals.  Join  the  pioneer 
company  with  28  years  experience 
and  200  offices  nationwide.  Some 
areas  available  with  existing  cli- 
ents. The  next  move  is  yours. 
Write  —  or  call  TOLL  FREE 
1-800-231-2734 
(Texas  call  collect  713-683-9918) 
MARCOIN,  INC. 

7887  Katy  Freeway    Houston.  Tx  77024 

Active  participation  required. 


WIN  BIG  OIL  MONEY 

v,1' $10  PER  FILING* 


'Special  Ottar 
On*  filing  par  lamily 

To  introduce  you  to  this 
great  U.S.  program 

The  U  S.  Government  each 
month  sponsors  a  little- 
known  Oil  Lease  Drawing  If 
you  are  21  and  a  citizen  you 
can  compete  with  the  Oil 
Companies  for  this  Federal 
land  A  $10.00  (Tax  Deduct- 
ible) fee  could  bring  you  as 
much  as  $100,000  immedi- 
ately plus  future  payments 

Call  for  Free  Brochure, 
1-800-327-6991  (Toll  Free) 

OIL  f,  GAS  CORP.  OF  COLORADO 

Dept.  F-6.  1681  Kennedy  Causeway 
No.  Bay  Village.  FL  33141 


FINANCIAL  BROKERS  NEEDED 

Lucrative,  Prestigious  Opportunities 
now  available.  Work  your  own  hours. 
No  experience  necessary.  National 
Company  will  assist.  Also,  financing 
is  available  for  all  worthwhile  projects 
at   competitive   rates.   Free  Details: 

D.F.C.  Corporation 

Dept.  43-G-5  1145  Reservoir  Avenue 
Cranston,  Rhode  Island  02920 


"THE  GOVERNMENT 
OIL  LOTTERY" 

Investigate  before  you  invest  in  the 
Government  Oil  and  Gas  Lottery. 
Make  an  intelligent  decision  based 
on  research.  Evaluate  the  risk.  De- 
termine your  odds  of  success.  For 
information  on  filing  fees  and  other 
costs  send  a  check  or  money  order 
for  $2.50  to:  P.K.  Malone,  2636  Royal 
Crest  Drive,  Escondido,  CA  92025. 


EXECUTIVE  GIFTS 


TRS-80  COMPUTERS 

As  a  Radio  Shack"  Authorized  Sales 
Center  owned  &  operated  bv  Pan  Amer 
ican  Electronics,  Inc.,  we  can  sell  them 
for  less.  No  taxes  collected  on  out  of 
state  shipments  We  pay  shipping  &  in- 
surance. 

TOLL  FREE  800/531  7466 
Texas  &  Main  No.  512/581  2765 
1 1 1 7  Conway,  Mission,  Texas  78572 


The  future  of  society  is  in 
the  hands  of  the  mothers.  If  the 
world  was  lost  through  woman, 
she  alone  can  save  it. 
Louis  de  Beaufort 


If  a  man  be  endued  with 
a  generous  mind,  this  is 
the  best  kind  of  nobility. 
Plato 


Mighty  proud  I  am  that  I  am  able 
to  have  a  spare  bed  for  my  friends. 
Samuel  Pepys 


We  cherish  our  friends  not  for 
their  ability  to  amuse  us,  but 
for  ours  to  amuse  them. 
Evelyn  Waugh 


Let  us  open  up  our 
natures,  throw  wide  the 
doors  of  our  hearts  and 
let  in  the  sunshine  of 
good  will  and  kindness. 
Orison  Swett  Marden 


The  only  thing  that  a  man  may 
do  that  is  new  is  to  write 
himself  upon  human  hearts. 
Vachel  Lindsay 


One  never  finds  life  worth 
living.  One  always  has 
to  make  it  worth  living. 
Harry  Emerson  Fosdick 


All  our  lives  we  are 
putting  pennies — our  most 
golden  pennies — into  penny- 
in-the-slot  machines  that 
are  almost  always  empty. 
Logan  Pearsall  Smith 


Whenever  one  finds  oneself 
inclined  to  bitterness,  it 
is  a  sign  of  emotional  failure. 
Bertrand  Russell 


In  order  to  love  others  with 
genuine  charity,  I  must  be 
true  to  them,  to  myself  and  to  God 
Thomas  Merton 


Thoughts 

on  the  Business  of  I  Jfe 


The  human  being  who  lives  only 
for  himself fniallv  reaps  nothing 
hut  unhappiness.  Self  is/mess 
corrodes  I  i /selfishness  ennobles, 
satisfies  Don't  put  off  the 
joy  derivable  from  doing 
helpful,  kindly  things  for  others. 
B.C.  Forbes 


The  happiness  of  life 
may  be  greatly  increased 
by  small  courtesies. 
Laurence  Sterne 


Our  opportunities  to  do 
good  are  our  talents. 
Cotton  Mather 


To  cultivate  kindness 
is  a  valuable  part  of 
the  business  of  life. 
Samuel  Johnson 


Seek  not  happiness  too  greedily, 
and  be  not  fearful  of  unhappiness. 
Lao-tzu 


You  may  take  my  happiness 
to  make  you  happy,  even  if 
you  never  know  I  gave  it. 
Edmond  Rostand 


A  mother  needs  fortitude  and 
courage  and  tolerance  and 
flexibility  and  patience  and 
firmness  and  nearly  every  other 
brave  aspect  of  the  human  soul. 
Phyllis  McGinley 


More  than  3.000  "Thoughts, "  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


I  think  it  must  somewhere  be 
written  that  the  virtues  of 
mothers  shall  be  visited  on 
their  children,  as  well  as 
the  sins  of  the  fathers. 
Charles  Dickens 


People  are  lonely  because  they 
build  walls  instead  of  bridges. 
(oseph  F.  Newton 


You  get  more  joy  out  of 
giving  joy  to  others  and 
should  put  a  good  deal  of 
thought  into  the  happiness 
that  you  are  able  to  give. 
Eleanor  Roosevelt 


Happiness  is  like  coke — somethin 
you  get  as  a  by-product  in  the 
process  of  making  something  else 
Aldous  Huxley 


A  Text . . . 

He  that  giveth,  let  him 
do  it  with  simplicity; 
he  that  ruleth,  with 
diligence;  he  that 
sheweth  mercy,  with 
cheerfulness. 
Romans  12:8 


Sent  in  by  Cass  Legal.  Aurora,  Colo.  Whit 
your  favorite  text r  The  Forbes  Scrapbook 
Thoughts  on  the  Business  of  Life  is  present4 
to  senders  of  texts  used. 


Man,  unlike  the  animals,  has 
never  learned  that  the  sole 
purpose  of  life  is  to  enjoy  it. 
Samuel  Butler 


Be  charitable  and  indulgent 
to  everyone  but  thyself. 
Joseph  Joubert 


Shall  we  make  a  new  rule  of  life 
from  tonight:  Always  try  to  be 
a  little  kinder  than  is  necessary. 
Iames  M.  Barrie 
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nvent  a  way  to  produce 
lower  out  of  thin  air. 


Gould  did  it, 
electrically. 

New  breakthroughs  demand  new 
technologies.  And  nowhere  is  that 
fact  more  evident  than  in  today's 
timepieces. 

To  make  the  digital  watch  a 
practical  reality  required  both  a 
new  kind  of  miniature  circuit  and  a 
new  kind  of  readout.  To  make  it 
run  required  a  power  source.  And 
because  existing  button  cells  had  a 
limited  life,  Gould  set  out  to  make 
the  breakthrough  that  could  add 
more  time  to  timekeeping. 

Gould  found  it  in  the  air  we 
breathe.  And  by  combining  this 
ordinary,  no-cost  element  with 
zinc,  created  a  button  cell  that  lasts 
up  to  twice  as  long  as  those  made 
from  the  conventional  two  metal 
combinations.  In  watches,  hearing 
aids,  calculators  and  the  like. 

In  the  decade  of  the  70's,  electri- 
cal solutions  like  this  have  helped 
increase  our  average  annual  net 
earnings  by  22.1%,  earnings  per 
share  1 1 .5%,  and  sales  by  19.5%. 

And  when  you  consider  the 
number  of  problems  still  waiting 
for  technology  to  answer,  you  can 
see  that  our  future  looks  even 
more  rewarding  than  our  past. 
Gould  Inc.,  Dept.  PF,  10  Gould 
Center,  Rolling  Meadows,  IL  60008. 


->  GOULD 


An  Electrical /Electronics  Company 


Are  you  managing  your  company's 

portfolio? 
*  Or  is  it  managing  you? 


ChemSphere Portfolio 
Management  System  is  the 
proven  answer* 


You  can  analyze  portfolio  information 
in  the  time  you  now  spend  just  collecting  it. 

ChemSphere  Portfolio  Management  System  takes 
the  information  you  need  and  uses  a  sophisticated 
software  package  to  literally  put  it  all  at  your  fingertips  - 
quickly  and  confidentially,  24  hours  a  day. 

Our  system  takes  much  less  time  to  provide  the  in- 
formation required  for  investment  decisions.  And  gives 
you  much  more  time  to  actually  make  them. 

All  the  information  you  need, 
with  all  the  accuracy  you  require. 

ChemSphere  Portfolio  Management  System  has  the 
flexibility  to  give  you  whatever  information  you  want  — 
positions,  diversity,  activity  hy  dealer  or  instrument,  per- 
formance over  time  or  compared  to  indices  -  in  the  for- 
mat you  want.  All  this  information  is  free  of  human  error, 


and  the  system  automatically  creates  a  complete,  accurate1 
audit  trail  with  each  transaction  you  make. 

Helping  to  manage  corporate  portfolios 
that  range  from  $30  million  to  over  a  billion. 

ChemSphere  Portfolio  Management  System  has 
proven  itself  to  the  portfolio  managers  of  19  major  corpo- 
rations. And,  if  your  company's  portfolio  is  worth  $30 
million  or  more,  it  can  prove  its  worth  to  you. 

Let  the  leader  in  worldwide  cash  management 

make  you  a  leader  in  portfolio  management. 

ChemSphere  is  Chemical  Bank's  unique  combina- 
tion of  services,  systems,  and  people  that  has  made 
us  the  leader  in  worldwide  cash  management.  Mention 
ChemSphere  to  your  Chemical  account  officer.  Or  write 
W.  D.  Baird,  Jr.,  Vice  President,  Chemical  Bank,  20  Pine 
St.,  N.Y..N.Y.  10005.  Or  call  (212)  770-3600. 


ChemicalBaink 

Leader  in  worldwide  cash  management. 
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A  REMARKABLE 

SUCCESS 
STORY 


505.  THE  ONLY  CAR  IN  ITS  CLASS  THAT  MAY  STILL  BE  IN  TUNE  WITH  THE  TIMES 
TEN  YEARS  FROM  TODAY'  -Autoweek 


The  new  505  from  Peugeot  is  truly 
a  car  that  doesn't  require  any 
compromises. 

From  the  sleek  lines  outside,  to 
the  brilliant  planning  inside,  the 
505  is  designed  for  today  as  well 
as  tomorrow. 

Everything  about  the  car  is  built 
for  the  driver.  The  perfectly  natural 
angle  of  the  steering  wheel.  The 
expansive  windshield  that  offers 
you  a  view  of  the  road  instead  of  a 
view  of  the  hood. 

The  appointments  are  superb. 

An  international  dashboard  (with 
simple  symbols  rather  than  words) 
lets  you  "read"  everything  at  a 
glance. 

The  placement  of  the  controls  is 
so  efficient  that  the  driver  has  merely 
to  gesture,  rather  than  move. 

For  the  driver  and  his  favorite 
passenger,  there  are  orthopedic 
bucket  seats  with  back  headrests. 


The  seats  adjust  to  any  position.  The 
headrests  adjust  as  well. 

There  is  more  than  enough  room 
—head  room,  leg  room  and  seat 
room— for  the  driver  and  four  pas- 
sengers. And  the  kind  of  interior 
space  that  doesn't  make  you  feel 
like  you've  been  "downsized" 

The  ride  itself  is  outstanding. 
Compliments  of  a  European  sus- 
pension system  that  protects  you 
from  the  imperfections  of  the  road. 
And  thanks  to  Peugeot's  patented 
extra  large  shock  absorbers  which 
soften  the  bumps. 

The  handling  is  effortless.  In  this 
case,  the  tightness  of  the  car  lend- 
ing itself  to  the  ease  of  the  driver. 
(Power-assisted  rack-and-pinion 
steering  helps,  of  course.  So  do 
power-assisted  disc  brakes  on  all 
four  wheels.) 

The  505  Diesel  is  eauipped  with 
a  4-speed  manual  transmission 
and  delivers  an  impressive  EPA 
estimated  35  mpg  highway,  and  an 
estimated  [29]  mpg* 


The  505  gasoline  version  is 
equipped  with  a  5-speed  manual 
transmission  (combined  with  a 
Bosch  K-Jetronic  fuel  injection  sys- 
tem) to  make  it  one  of  the  most 
responsive  automobiles  you've 
ever  driven. 

Add  to  all  that  the  fact  that  at 
Peugeot  a  car  is  built,  not  merely 
assembled.  And  tested  individually. 

And  what  you  get  is  a  car  that 
isn't  just  right  for  ten  years  from 
now.  It's  right  for  all  the  years  in 
between. 

"Peugeot  505D,  manual  4-speed  transmission 
Remember  Compare  the  boxed  estimate  to 
the  estimated  mpg  of  other  cars  You  may 
get  differem  mileage  depending  on  how  fast 
you  drive,  weather  conditions,  trip  length  and 
condition  of  your  car  Actual  highway  mile- 
age will  probably  be  less  than  the  highway 
estimate. 


PROGRESS.  NOT  COMPROMISE 


t's  a  major  breakthrough.  That  calculator 
3wn  above  is  the  most  advanced  printing 
culator  in  the  world 

SLIP  TOP  PRINTER 

rhe  new  Olivetti  Logos  9  is  only  1 "  x  2V2"  x 
1"- smaller  than  many  cigarette  packages, 
las  a  full  12-digit  liquid  crystal  display  with 
j  mode  and  full-floating  or  fixed  position 
Irtial. 

ro  turn  the  unit  into  a  printer,  you  simply 
ie  up  the  top  of  the  unit  to  expose  the 
rid  s  smallest  and  one  of  the  most  precise 
iting  heads.  The  printing  head  prints  letters 
j  numbers,  identifies  each  entry  and  even 
arly  separates  groups  of  three  whole 
nbers  for  easy  readability 

PLENTY  MORE 

f  its  size  and  printing  head  are  break- 
Dughs,  so  is  its  paper  system.  The  paper  is 
ded  in  special  cartridges  with  enough  paper 
'  cartridge  for  1300  entries  All  you  do  is 
lply  pop  a  cartridge  into  the  bottom  of  the 
t  each  time  you  change  rolls.  It's  the  most 
ivement  way  ever  designed  to  change  a  roll 
)aper  for  a  printing  calculator 
Jut  if  you're  like  most  Americans,  you'd  be 
icerned  about  paper  supply  Where  do  you 

those  special  cartridges,  and  how  do  you 
)w  if  you  can  get  them  years  from  now7 
rhat's  where  JS&A  comes  in  A  32-roll 
jply-all  you'll  ever  need  for  three  full  years 
>  only  $16.  That's  enough  paper  for  41 ,000 
':">s  or  approximately  52  line  entries  each 
"  ~v  far  three  full  years 

re  important,  within  one  year 
.  ^res  will  stock  the  cartridges,  and 

predict  that  the  Olivetti  cartridge  will  be- 
ne a  standard  in  the  industry 

NO  INK  CARTRIDGES 

rhe  paper  is  a  new  type  that  looks  exactly 
!  conventional  paper  But  the  paper,  when 
jck,  leaves  a  clear  sharp  image  without  the 
}  of  ink.  So  there's  no  messy  cartridge 
luired  and  no  space  needed  to  store  one 
u'll  never  need  ink  again. 
Fhe  rechargeable  batteries  last  for  8,000 
;s  when  you  use  just  the  printer  and  80 
.  s  using  just  the  liquid  crystal  display.  The 
teries  can  be  recharged  500  times,  so 
oretically  the  batteries  should  last  for  300 
s  of  paper,  or  more  than  nine  times  the  life 
'our  paper  supply  The  batteries  can  also  be 
sily  replaced 


Olivetti 
Break- 
through 

The  world's  smallest  electronic  printer  will 
never  run  out  of  paper,  ink  or  batteries 
thanks  to  Olivetti,  JS&A  and  some 
incredible  new  technology. 
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POWERFUL  COMPUTER 

The  features  looked  great  The  world's 
smallest  size,  the  paper  roll  convenience,  the 
no-ink  system,  the  battery  life  and  the  large 
12-digit  liquid  crystal  display  were  enough  to 
convince  us,  but  would  the  new  Olivetti  be 
considered  a  toy?  Then  we  learned  about  its 
computational  power  and  features  which  we 
feel  are  better  than  many  of  the  most  profes- 
sional full-featured  printing  calculators. 
Speed  It's  the  world's  fastest  small  printer  with 
a  speed  of  2  1  lines  per  second.  The  unit  also 
has  a  buffer  so  if  you  enter  data  faster  than  the 
unit,  it  will  still  print  out  each  entry. 
Memories  The  Logos  9  has  two  separate 
memories.  One  is  an  accumulating  memory, 
and  the  other  is  a  fully  independent  memory. 
And  the  display  and  printer  indicate  which 
memory  is  on  the  paper  tape. 
Printing  Head  The  totally  new  printing  head  is 
a  semi-alpha  numeric  system  which  labels  all 
entries  with  letters  to  indicate  the  entry.  For 
example  LP  is  list  price  and  CNT  means  item 
count. 

Clock  The  unit  is  so  complete,  Olivetti  even 
threw  in  a  digital  clock  function  Your  unit  will 
display  accurate  time  when  the  12-digit  dis- 
play is  not  in  use. 

Gross  Margin  It  automatically  computes 
everything  from  gross  margins  to  discounts 
and  retail  pricing.  You  just  enter  your  per- 
centage mark-ups  in  its  memory,  and  it  will 
automatically  compute  the  results  whiie  retain- 
ing the  formula  and  percentage  in  memory 
Plus  More  It  has  automatic  round  off,  letting 
you  select  which  figure  to  round  off  to  You  can 
add  a  column  of  figures  and  then  average  your 
calculations  automatically  The  full-informa- 
tion liquid  crystal  display  will  tell  you  every- 
thing from  when  you're  in  the  printer  mode  to 
whether  you  have  something  in  memory  and  in 
which  memory. 

The  technological  breakthroughs  in  the 
Logos  9  were  possible  because  Olivetti  was 
able  to  eliminate  the  many  interface  com- 
ponents between  the  integrated  circuit  and  the 
printing  head.  This  was  all  made  possible 
because  Olivetti  designed  the  entire  system, 
not  just  a  few  of  the  components  as  is  the  case 
with  most  calculators. 

So  there  it  was  Great  features,  great 
convenience  and  great  value  for  only  $89.95 
complete  with  batteries,  charger  and  90-day 
limited  warranty  For  $16  more,  you  can  get  32 


The  new  pocket-sized  Olivetti  calculator 
slides  open  to  unveil  one  of  the  most 
advanced  printing  heads  ever  developed. 


cartridges -all  the  paper  you  II  ever  need  for 
three  years  or  for  $10  more  you  can  get  16 
cartridges  So  impresed  are  we  with  the 
Olivetti  Logos  9  that  we  are  making  the  follow- 
ing offer: 

FREE  TRIAL  OFFER 

We  urge  you  to  test  the  Olivetti  Logos  9  now 
Order  one  for  our  30-day  no  obligation  trial. 
See  the  clear  and  easy-to-read  paper  tape  and 
display.  Use  it  as  a  pocket  calculator,  and 
carry  it  in  your  briefcase  wherever  you  go. 
Experience  the  convenience  of  always  having 
a  printing  calculator  there  whenever  you  need 
a  permanent  record  of  your  transactions. 

After  30-days  of  actual  use,  decide  if  you 
want  to  keep  it.  If  you  do  you'll  own  the  small- 
est, most  advanced  and  convenient  pocket 
printing  calculator  in  the  world.  If  for  any 
reason  you're  not  completely  satisfied,  simply 
return  your  unit  within  30-days  for  a  prompt 
and  courteous  refund,  including  your  $2.50 
postage  and  handling.  You  can't  lose. 

Olivetti  selected  JS&A  to  exclusively 
introduce  this  exciting  new  product.  With  its 
solid-state  design  and  high  quality  printing 
■mechanism,  the  Olivetti  should  not  require 
service.  But  if  service  is  ever  required,  Olivetti 
maintains  a  convenient  service-by-mail  center 
as  close  as  your  mailbox. 

To  order  your  unit  for  our  trial,  simply  send 
your  money  order  or  personal  check  for 
$89.95  plus  $2.50  for  postage  and  handling 
(personal  check  orders,  allow  20  days  to  clear 
our  bank)  to  the  address  below,  or  credit  card 
buyers  may  call  our  toll-free  number  below 
Add  $16  for  32  paper  cartridges  or  $10  for  16 
cartridges.  (Illinois  residents  please  add  6% 
sales  tax.) 

Who  would  have  imagined  a  printing  calcu- 
lator this  small  and  this  convenient  with  this 
much  computational  power  just  a  few  months 
ago9  The  Olivetti  Logos  9  deserves  your  test. 
Order  one  at  no  obligation,  today. 

PRODUCTS 
THAT 
THINK 

One  JS&A  Plaza 
Northbrook,  III.  60062    (312)  564-7000 

Call  TOLL-FREE    800  323-6400 

In  Illinois  Call   (312)  564-7000 

©JS&A  Group,  Inc., 1980 
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Cover  Story:  Remember 
the  old  Harris  Intertype 
Corp.?  Now  it's  Harris 
Corp.,  a  highly  profitable 
company  on  the  outer 
edge  of  technology.  45 


Features 

Nuclear  Energy:  Who  Really  Loses!  After  spending  $147 
million  over  the  last  ten  years  to  carve  out  a  leadership 
position  in  nuclear  fuel  reprocessing  research,  giant  Exxon 
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How  Johnson  Controls  gives  "Mac"  McCarl 

What  control  problems  do  you  face  here? 

Here  in  San  Francisco  we're  headquarters  for  California's 
State  Compensation  Insurance  Fund.  We  occupy  about  half 
of  this  460,000  square  foot  building  and  are  leasing  the  rest. 
Actually,  all  floors  are  not  finished.  We've  bfeen  bringing  ■ — 
them  on  line  since  the  basic  building  was  completed  in  late 
1977,  and  these  floor  sizes  range  from  13,000  to  29,000  square 
feet.  It's  a  complex  control  problem,  but  our  Johnson  Controls 
JC/80  computerized  system  cuts  it  down  to  size.  It  earns  its 
keep  in  energy  savings. 


What  kind  of  energy  savings  do  you  get? 

Phenomenal!  We've  got  hard  figures — fuel  bills 
before  and  after  programming  the  JC/80  for 
energy  saving.  They  show  a  50%  cut  in  natural 
gas  use  during  the  heating  season,  90%  during 
non-heating  months.  Using  the  JC/80,  our  engi- 
neers cut  total  energy  costs  25%  in  one  year — 
while  occupied  space  increased  9%.  It's  all  in 
tuning  up  the  system . . .  and  our  "little  buildings." 


What  are  "little  buildings"? 

Little  boxes  with  windows.  They  duplicate  on  a 
small  scale  the  glass  and  insulation  factors  of 
the  building.  Johnson  Controls  installed  them 
on  the  walls  outside  the  building.  Depending 
upon  sunlight,  cloud  cover,  wind,  temperature 
and  other  factors,  these  "little  buildings" 
advise  the  JC/80  of  changes  in  environmental 
conditions.  The  JC/80  does  the  rest. 


What  all  does  the  JC/80  do  for  you? 

It  performs  any  function  we  can  hang  a  sensor  on.  And 
we're  expanding  its  use  all  the  time.  For  fire  manage- 
ment, it  gives  the  alarm  and  fights  fire  by  controlling 
the  supply  of  air  to  fire  floors.  For  security,  it  protects 
key  areas  with  a  card  access  system.  For  building  main- 
tenance, it  gives  us  an  hour  by  hour  record  of  equip- 
ment running  time.  Of  course  it  gives  us  total  control 
— electronic  and  pneumatic — of  all  HVAC  functions. 
And  it's  easy  to  run — our  engineers  swear  by  it. 


You're  happy  with  Johnson  Controls? 

You  can  quote  me  on  that.  We  chose  Johnson  Controls  be- 
cause they  had  the  edge  in  computers  and  building  auto- 
mation. And  they've  worked  with  us  from  the  beginning 
— from  planning,  through  installation,  through  adjusting 
the  system.  They're  helping  us  expand  the  system,  too.  We've 
ordered  demand-limiting  software  from  Johnson  Controls 
that  can  shave  up  to  200  amps  off  of  the  electrical  con- 
sumption of  our  chillers  for  a  considerable  period  of  time, 
without  noticeably  affecting  indoor  comfort.  Yes,  we're  happy. 


CD.  Mac"  McCarthy,  Chief  Building  Engineer 
State  Fund  Building.  San  Francisco,  California 


JQHNSON 
CONTROLS 

The  total  control  company 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-shared. 
Energy  management,  heating,  air  conditioning,  fire  management,  security  and  communications.  ©1980  Johnson  Controls.  Inc. 
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FREE IDEABOOK 

This  free  brochure  gives  you  full  information  on 
saving  energy  and  money  with  Johnson  Controls 
Building  Automation  Systems.  Send  for  your  free 
Ideabook  today: 

Mr.  Ron  Caffrey,  Vice  President,  Marketing 
Systems  &  Service  Div.,  Johnson  Controls,  Inc. 
Ref.  G-06,  Box  423,  Milwaukee,  Wisconsin  53201 
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The  way  west 


"Somewhere  west  of  Laramie,"  a  famous 
auto  ad  of  the  1920s  read.  It  evoked  what 
less  romantic  but  more  promotion-mind- 
ed types  recently  have  labeled  "the  Sun- 
belt." By  any  name,  the  West  and  the 
Southwest  today  mean  business,  and  the 
Forbes  bureaus  in  Houston  and  Los  An- 
geles have  just  gotten  new  managers. 

The  manager  of  the  West  Coast  bureau 
in  Los  Angeles,  John  Merwin,  is  at  32 
completing  a  decade  in  journalism. 
Raised  in  Dallas,  Merwin  was  educated 
at  San  Antonio's  Trinity  University  and 
at  the  University  of  Texas  at  Austin.  His 
first  job  out  of  school  was  as  a  $140-a- 
week  writer  of  obituaries  and  rewriter  of 
press  releases  for  the  Dallas  Morning 
News,  where  he  worked  the  4  p.m.-to-l 
a.m.  shift.  It  was,  he  recalls  succinctly, 
"the  pits."  But  it  was  a  beginning. 


John  Merwin  on  the  West  Coast 


From  there,  Merwin  moved  in  the  only 
possible  direction — upward — to  a  job  at 
Dallas'  public  television  station  on  a  pio- 
neering show  called  Newsroom.  After  a 
couple  of  years  he  became  a  staff  writer 
atD — the  city  magazine  of  Dallas,  owned 
by  H.L.  Hunt's  son,  Ray.  There  he  turned 
out  a  series  of  outstanding  pieces  on  the 
oligarchs  of  that  city,  as  well  as  lesser 
lights. 

In  Los  Angeles  for  Forbes  since  the  fall 
of  1978,  Merwin  has  covered  a  broad 
range  of  industries,  especially  aerospace 
and  oil  and  gas.  Generally,  what  he's 
after  are  stories  about  "things  and  ideas 
that  people  can  make  money  on." 

In  a  town  where  Darryl  F.  Zanuck  sold 
his  first  screenplay  at  21  and  Irving  Thal- 
berg  was  a  dead  legend  at  37,  Merwin's 
youth  is  hardly  record-breaking,  but  his 
haute  redneck  style  masks  an  awesomely 
perceptive  view  of  the  way  things  work 


in  the  real  world,  and  especially  i 
Sunbelt. 

Having  sent  a  Texan  to  CalifornJ 
suppose  it  was  appropriate  to  send 
ridian  to  Texas.  The  new  head  i 
Southwest  bureau  in  Houston,  P) 
Berman,  34,  was  born  in  Okeecrl 
Fla.,  a  place  that  prepares  her  well  o 
renowned  climate  of  the  city  on  R| 
Bayou.  And  her  career  in  business 
nalism  has  prepared  her  for  the  fori 


Phyllis  Berman  in  the  Southwest 


ble  assignment  she  has  taken  on 
Southwest. 

After  studying  political  science 
University  of  Michigan  in  Ann  . 
Berman  came  to  New  York  to  start 
bottom — clipping  newspapers  at  Sp 
lustrated  and  then  at  Fortune.  She  ca 
Forbes  in  1972  as  a  reporter-rese; 
and  then  moved  quickly  to  the  p 
staff  writer,  where  she  distinguishe 
self  as  a  relentless  reporter  who  ma 
to  produce  five  cover  stories  in  lesi 
a  year.  They  included  probing  wc 
Emerson  Electric  (Mar.  20,  1978),  ! 
Mines  (May  29,  1978),  Revlon  (Ju\\ 
1978),  Levi  Strauss  (Aug.  21.  197i\ 
an  insightful  piece  on  America's  r. 
wave  of  immigration  (Oct  30.  19\ 
theme  that  has  since  been  pick 
by  the  newsmagazines  and  tele 
documentarians. 

The  daughter  of  a  German  imrn 
who  was  a  fourth-generation  dairy 
er,  Berman  brings  a  little  knowle 
cattle  and  a  lot  of  skill  and  drive 
new  post.  Her  previous  assignmei 
eluded  a  stretch  on  loan  to  the  I 
Los  Angeles  bureau,  where  she  \\ 
that  the  laid-back  western  style  is 
veneer  beneath  which  lurk  endless 
bilities  for  Forbes  stories. 
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right  for  today? 
A  big  car?  Small 
Station  wagon?  Sedan?  Economy  car? 
Luxury  car? 

How  about  everything? 


While  common  sense  would  seem  to  dictate 
the  distinct  improbability  of  such  a  phenomenal 
automotive  accomplishment,  there  is  a  scatter- 
ing of  people  around  you  who  have  in  their 
possession  powerful  evidence  to  the  contrary. 

The  evidence  is  the  car  they  drive. 

A  Saab. 

It  s  small  but  it  s  big. 

The  exterior  of  the  Saab  900  is  built  on  the 
scale  of  the  Audi  4000  and  5000,  the  Volvo  DL 
and  GLE,  the  BMW  320i  and  528i  and  the 
Mercedes  280E. 

Inside,  however,  the  Saab  is  bigger  than  all 
of  them. 

By  EPA  measurements,  in  fact,  the  Saab  is 
a  mid-sized  car. 

While  the  others  are  all  compacts. 

It  stops.  And  it  certainly  goes. 

From  60  to  0,  in  separate  road  tests  con- 
ducted by  Road  &  Track  during  78  and  79,  the 
Saab  900  Turbo  stopped  quicker  than,  among 
other  cars,  two  Audis,  two  Jaguars,  five  BMWs, 
a  Ferrari,  a  Maserati,  a  Mercedes  and  a  Volvo. 

And  going  was  no  less  spectacular  than 
stopping. 

Through  the  standard  R&T  slalom  course, 
the  Saab  900  Turbo— a  four-cylinder,  front- 
wheel  drive  car,  mind  you— was  timed  faster 

than  three  Mercedes,  four  BMWs,  two 
Ferraris,  two  Jaguars  and  a  couple  of 
Porsches,  including  the  928. 


Its  a  sedan  that  also  isn't. 

The  trunk  in  the  Saab  900  is  as  big  as  those 
in  the  largest  sedans  being  made. 

Yet  for  those  few  times  every  year  when 
you  wish  your  sedan  was  a  station  wagon,  the 
Saab  accommodates  you. 

Fold  the  rear  seat  forward,  lift  the  rear 
hatchback  and  the  Saab  presents  a  station 
wagon-like  cargo  space  over  six  feet  long  and 
53  cubic  feet  big. 

Economy  with  the  luxury  of  room. 

The  Saab  900  is  not  a  tiny  compact  or  sub- 
compact  that  gets  good  gas  mileage. 

It's  a  comfortable  mid-sized  car  that  does. 

The  Saab  900  EMS,  for  example,  gets 
(21)  EPA  estimated  mpg  and  30  estimated 
highway  mpg. 

(Remember,  use  estimated  mpg  for  com- 
parison only.  Mileage  varies  with  speed,  trip 
length  and  weather.  Actual  highway  mileage  will 
probably  be  less.) 

Is  this  the  prestige  car  of  the  future? 

Probably. 

What  could  be  more  prestigious  than  buy- 
ing a  new  car  and,  despite  the  times,  getting 
everything  you  want? 


The  most  intelligent  car 
ever  built. 


Expanding  production  in  Europe 

is  their  job,  too. 


Betty  Erwin  and  Elizabeth  Corbett  are  part 
of  the  work  force  that  increased  productivity 
in  Northern  Ireland  by  44%  over  the  past  ten 
years. 

The  people  here  build  impressive  labor  sta- 
tistics. By  working  with  new  manufacturing  and 
management  techniques.  By  drawing  on  a 
range  of  skills  from  the  basic  to  the  sophis- 
ticated. By  losing  fewer  working  days  per 
year  than  workers  in  the  U.  S.  and  many 
other  countries. 

More  than  30  American  companies 
have  penetrated  the  European  market  by 
manufacturing  in  Northern  Ireland.  If  you 
want  to  get  closer  to  your  customers,  we 
can  help  you  get  started  with  the  best 
overall  package  of  investment  incentives  in 
the  EEC,  including  provisions  for  joint  ven- 
tures  and  for  buy -back  equity. 


Put  our  people  to  work  for  you.  Get  the 
facts  from  Reg  Browne  or  Marcus  Robinson  at  the 
Northern  Ireland  Industrial  Development  office. 
They  can  quickly  put  together  a  package  of 
incentives  to  fit  your  plans.  Call  (212)  593-2258. 
Or  write:  NIIDO,  British  Consulate-General, 
150  E.  58th  St..  New  York,  NY  10022. 
— 


Elizabeth  Corbett  works.  She 
has  11  years  of  experience  at 
Warner,  and  races  automobiles 
in  her  spare  time. 


Northerr 

Ireland 

works. 


Trends 


Edited  By  John  A.  Conway 


West,  young  banker 

:  of  New  York,  the  country's  sec- 
est,  is  moving  to  set  up  a  sister 
on  in  South  Dakota,  regardless 
d  strictures  on  interstate  bank- 
regardless  of  whether  New  York 
interest  ceiling — one  reason  the 
York  bank  started  talking  about 
ig  out  in  the  first  place.  Citibank 
tly  filed  an  application  with  the 
>olis  regional  administrator  of 
ptroller  of  the  Currency  to  orga- 
ational  bank  in  Sioux  Falls,  S. 
vitalized  at  $250  million,  a  figure 
rid  rank  it  in  the  top  50  across 
The  New  York  bank  would  sell  1 
shares  at  $250  each,  generating 
[lion  in  capital  and  $150  million 
us  for  the  Minnehaha  County 
tie  largest  bank  in  the  Coyote 
w  is  the  National  Bank  of  South 
273rd  in  size  in  the  U.S.,  with 
md  surplus  of  $30  million  and 
of  $496  million  at  the  end  of 
tibank  is  free  to  form  such  an 
despite  federal  bars  on  crossing 
es  set  by  the  McFadden  Act  of 
ause  South  Dakota  has  passed  a 
exempts  it  from  the  prohibition, 
e  also  signs  that  Citibank  may 
le  only  one  of  the  big  New  York 
ans  to  embark  on  similar  cross- 
moves. 

The  stamp  act 

e  of  a  first-class  postage  stamp 

0  20  cents  next  year,  if  the  U.S. 
:rvice  has  its  way,  but  the  mail- 

1  have  some  words  of  consola- 
he  public.  Even  at  20  cents,  the 
ays,  the  U.S.  rate  would  still  be 
e  lowest  among  industrial  coun- 
rope's  letters  cost  from  23  cents 
erland  to  32  cents  in  Belgium 
t  Germany,  the  Postal  Service 
e  British  pay  the  equivalent  of 
ts,  the  Swedes  about  30  cents 
-rench  30.3  cents.  The  Japanese, 
)  cents  now,  will  have  to  ante  up 

a  letter  beginning  in  October, 
nada  favors  its  correspondents, 
14.4  cents  for  a  stamp,  but  that, 
service  claims,  is  because  Can- 
gets  30%  of  its  operating  budget 
;  government.  (The  U.S.  mails 
lift  from  the  Congress.) 

i  doctor's  diagnosis 

:ver  has  to  wonder  what  Milton 
l,  the  Nobel  prize  winning 
st,  means  when  he  talks  eco- 
His  political  views  are  just  as 
— and  sharp-tongued.  At  a  semi- 
month  for  Brigham  Young  Uni- 
economics    department  in 


Provo,  Utah,  Dr.  Friedman  spoke  his 
mind  on  the  presidential  races.  "Ronald 
Reagan  is  my  first  choice.  His  principles 
on  the  whole  are  the  same  as  mine,"  he 
said,  not  surprisingly,  considering  he  is 
one  of  the  GOP  front-runner's  inner  cir- 
cle. The  candidates  farthest  from  his  eco- 
nomic views?  Ted  Kennedy  and  Jimmy 
Carter,  saying  after  a  pause,  "Well,  Jerry 
Brown  is  out  of  the  race."  As  for  the  two 
top  Democrats,  "Jimmy  Carter  has  a 
higher  I.Q."  and  Senator  Kennedy  is 


Milton  Friedman 

An  outspoken  man  speaks  his  mind. 

"stupid,"  adding  for  a  surprised  question- 
er: "You  can  quote  me  on  that.  I  don't 
mean  it  in  any  personal  or  malicious 
way."  His  judgment,  he  explained,  is 
that  "Jimmy  Carter  is  the  smarter"  but 
Kennedy  "tends  to  surround  himself 
with  better  advisers."  As  for  the  econo- 
my: "The  recession  started  in  January 
1980  and  will  continue  through  1981." 

The  COLA  generation 

With  cost  of  living  adjustments  (COLA) 
adding  10  cents  an  hour  to  the  auto 
worker's  pay  envelope  each  month,  Gen- 
eral Motors,  for  one,  expects  to  be  put- 
ting out  an  extra  30  cents  an  hour  per 
worker  next  month  (one  penny  of  that 
going  to  increase  pensions  for  those  al- 
ready retired).  Today,  GM  says,  its  hour- 
ly employees  average  $12.63  an  hour,  up 
11.6%  from  last  year's  $1 1.32.  All  in  all, 
the  big  auto  firm  says,  its  payroll  costs — 
which  include  COLA,  regular  pay,  shift 
differentials,  overtime  and  vacation  pay, 
along  with  fringes  and  Social  Security — 


add  up  to  $17.35  an  hour,  a  19.7%  in- 
crease over  1979.  The  curve  will  keep 
rising.  If  inflation  holds  at  current  rates, 
COLA  alone  will  add  $1.20  an  hour  this 
year.  The  regular  annual  pay  raise  of  3% 
is  due  in  the  fall.  On  the  other  side  of  the 
ledger,  with  pay  and  other  costs  rising, 
the  automakers  will  keep  raising  prices. 
With  fewer  people  buying  fewer  cars, 
fewer  workers  will  be  getting  these  rates. 
And  with  carmakers  starting  to  import 
major  components  like  engines,  the 
number  of  workers  drawing  those  num- 
bers will  grow  even  smaller. 

The  longer  green 

Americans  are  upgrading  the  contents  of 
their  wallets,  with  the  $100  bill  coming 
into  vogue.  The  public  now  has  in  its 
jeans  more  than  $42  billion  in  C-notes, 
the  Treasury  Department  says.  The  $1 
bill  is  still  number  one  but  the  value  of 
the  singles  in  circulation  is  only  about  $3 
billion.  What  is  causing  the  big-bill  syn- 
drome? One  theory  is  that  because  of 
inflation  workers  are  now  asking  for 
$50s  and  $100s  at  the  pay  window  rather 
than  $10s  and  $20s.  Another  is  that  the 
bigger  bills  are  the  legal  tender  of  the 
growing  underground  economy,  which 
operates  strictly  on  cash  to  foil  the  in- 
come-tax collectors.  For  whatever  reason, 
Americans  are  switching  to  hard  cash.  In 
1960  checking  accounts  held  $3.48  for 
every  dollar  in  circulation;  last  year  it  was 
$2.14  in  checking  balances  for  every  $1. 
The  phenomenon  has  apparently  caught 
on  in  the  underworld.  The  Secret  Service 
says  counterfeiters  are  pushing  more  $50 
bills  because  of  inflation,  although  funny 
$20s  are  still  the  favorite. 

A  boom  in  bum  checks 

The  credit-card  crunch  that  is  part  of  the 
Federal  Reserve's  newest  anti-inflation 
strategy  has  started  consumers  writing 
more  checks — and  bad  checks  are  multi- 
plying right  along  with  the  good  ones. 
Robert  Baer,  president  of  Telecheck  Ser- 
vices Inc.,  a  Honolulu-headquartered  net- 
work of  franchised  operations  helping 
merchants  and  banks  ward  off  check 
kiters,  says  calls  from  his  clients  in  the 
past  month  (the  Fed  made  its  move  in 
March)  have  jumped  from  13%  to  17% 
over  the  previous  April,  and  bad  checks 
are  showing  increases  of  40%  in  areas  as 
far  apart  as  Boston  and  San  Diego.  Derek 
Noske,  head  of  Telecheck  Southcoast,  a 
Barnett  Banks  of  Florida  affiliate  based  in 
Jacksonville,  says  calls  increased  15%  in 
April  from  the  4,500  merchants  he 
serves  and  he  figures  that  check  volume 
in  his  area  jumped  20%  last  month. 
May's  expected  increase  could  hit  25%, 
he  adds.  Both  Noske  and  Baer  think  the 
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Trends 


increases  mean  a  diminution  in  use  of 
credit  cards  and  a  switch  to  cash  and 
check.  Bad  paper  is  a  special  worry  for 
Telecheck,  as  the  company  buys  it  from 
customers  and  tries  to  recoup  from  the 
writer.  (The  system  involves  "negative 
data  banks"  listing  intentional  as  well  as 
unintentional  bad  check  writers;  if  a 
name  is  not  in  the  file,  a  calling  customer 
gets  a  green  light  to  accept  the  paper.) 
Baer  is  keeping  his  fingers  crossed  in  the 
hope  that  the  jump  in  rubber  checks 
means  that  the  writers  are  doing  no 


more  than  "playing  the  float,"  hoping  to 
cover  overdrawn  checks  before  they 
clear.  "We  hope  the  increase  is  in  bad 
checks,  not  bad  people,"  he  says. 

Man  bites  bond 

When  the  Minnesota  legislature  refused 
last  month  to  ante  up  $200,000  for  the 
first  quarterly  payment  on  an  $8.4  mil- 
lion certificate  of  participation  for  the 
Minneapolis  Zoo  (the  money  was  for  a 
monorail  to  be  used  by  zoo  visitors),  it 
drew  fire  from  an  unexpected  quarter — 
Wall  Street's  E.F.  Hutton  Co.  The  con- 
tract wasn't  a  general  or  moral  obligation 
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Feadship  custom  yachts.  Each  an  original.  All  of  them  sleek, 
seaworthy,  elegant  and  built  to  stand  the  test  of  time.  At  Fead- 
ship, our  search  for  the  optimum  continues.  It  must.  For  we 
design  and  build  our  yachts  for  die  most  demanding  men  in  die 
world.  For  further  information,  please  respond  on  your  let- 
terhead. 

Feadship 

America,  Inc. 

801  Seabreeze  Avenue,  PO  Box  3100,  Bahia  Mar,  Fort  Lauderdale,  Florida  33316 
Telephone:  (305)  761-1830  •  Cable  Address:  Feadship  •  Telex:  51-4342 

CUSTOM  YACHTS  FROM  80  TO  230  FEET 
NAVAL  ARCHITECTS,  DESIGNERS. 
BUILDERS  OF  THE  WORLD  S  FINEST  YACHTS  IN  STEEL  AND  ALUMINUM 


of  the  state,  but  Hutton  found  the  JS 
nesota  legislature's  refusal  disturbj 
and  so  may  other  rating  outfits.  Hu 
lowered  ratings  on  three  state  houj 
finance  issues — $593  million  in  all 
is  "taking  note"  of  Minnesota's  gen) 
obligations.  The  message  is  loud 
clear,  to  Minnesota  as  well  as  to  o 
states,  to  think  twice  before  defaul 
on  any  kind  of  debt.  Why  the  tq 
stance?  Robert  H.  Muller,  vice  presi<( 
of  Hutton's  public  finance  research 
partment,  says:  "The  legislature 
originally  turned  down  funding  fd 
monorail.  But  then  it  gave  the  Mil 
apolis  Zoo  board  the  right  to  ente 
installment  sales  contract.  This  wasj 
best  test  of  the  legislature's  willing) 
to  pay.  The  legislature  failed." 


Lloyd's  of  Arabia 

Rich  as  they  are,  the  oil  sheikhs  are 
touchy  about  how  they  spend,  on  t 
ness  at  least.  Since  last  year,  w 
Lloyd's  of  London  slapped  a  war 
charge  on  vessels  using  the  Persian  C 
the  Arabs  have  simmered.  They  ! 
now  boiled  over  and  last  month 
formed  a  new  insurance  syndicate 
$3  billion  in  capital  from  Kuwait,  Li 
Qatar  and  the  United  Arab  Emir 
With  that  kind  of  money,  the  new  sij 
cate,  based  in  Bahrain,  could  theoret 
ly  handle  $6  billion  a  year  in  premiuil 
a  third  more  than  Lloyd's,  the  bij 
insurance  center  in  the  world.  The 
insurance  moguls,  however,  have  A 
problems.  First,  the  insurance  mark 
glutted  right  now  so  the  Arabs  w 
have  to  cut  rates  to  get  business  and 
cutting  is  already  running  wild.  Sec 
the  Kuwaitis  are  known  to  be  loa 
take  on  bad  risks.  Third,  life  insur 
which  presumably  would  be  part  a 
new  syndicate's  operation,  is  consi 
gambling  against  the  will  of  Allah. 


The  music  men's  revol  » 

Hurt  by  recording  pirates  to  the  tu  I 
$400  million  to  $600  million  a  yea 
by  perfectly  legal  home  recording  fc  r 
counted  millions  more,  the  nation': 
sic  men  are  plotting  to  strike  back 
cording  to  Irwin  Steinberg,  exec 
vice  president  of  PolyGram  Corp 
third-largest  U.S.  recorder  of  popula 
classical  music,  one  recourse  com 
collecting  royalties  on  sales  of 
tapes  used  for  home  recording.  Tr 
dustry  has  no  immediate  plans  to 
legislation  in  Congress  for  such  a  r 
but  they  have  found  a  precedent. 
Germany  has  such  a  royalty  on  ta; 
corders  and  is  considering  one  on 
Receipts  from  a  U.S.  royalty,  perh; 
high  as  50  cents  per  tape,  would  be 
among  composers,  performers,  i 
publishers  and  record  companies. 


Foi 


in:, 
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■low  A&  A  sees  container  shipping 


Longshoremen  loading  a  container  ship  in  Staten  Island,  New  York 


ror  warehouse-to-warehouse 
;ction,  Alexander  &  Alexander 
>  paying  attention  long  before 
ontainers  come  aboard.  We 
h  through  the  truck  driver's 
riew  mirror.  We  track  progress 
the  trainman's  timetable.  From 
id  depot  to  dock,  from  deck  to 
nation. 

t's  not  the  way  you  re  used  to 
ig  ships.  Unless,  of  course,  you 
ne  of  the  shippers  on  A&A's 
t  manifest. 

{ management 

lut  these  insider  vantage  points 
A&A  the  best  view  of  the  risks 
Deset  containers,  cargoes  and 
:1s.  They  form  a  frame  of  refer- 
that  helps  us  design  programs 
inimize  losses  and  to  compen- 
;or  those  that  do  occur.  They 
le  our  specialists  to  simplify 


the  complexities  of  marine  insur- 
ance—barges to  bumbershoots, 
crews  to  claims,  charters  to  captives, 
rigs  to  rivers,  property  to  price. 

Every  business  is  unique.  Each 
has  different  needs.  For  insurance, 
for  risk  management,  for  human 
resources  management,  for  finan- 
cial services.  That's  why  A&A  works 
from  a  client's  point  of  view.  Only 
by  working  as  partners,  by  solving 
business  problems  together,  can  we 
be  sure  a  company  gets  the  most 
comprehensive,  cost-efficient  pro- 
grams possible. 

We  think  our  dedication  to 
forming  a  close  alliance  with  our 
clients  is  a  big  reason  A&A  has  be- 
come one  of  the  biggest  and  most 
trusted  insurance  brokers  world- 


wide. Each  of  our  120  offices  here 
and  overseas  has  the  facilities, 
expertise  and  strength  to  meet  the 
needs  of  any  company,  large  or 
small,  in  any  industry.  Because  we 
work  the  same  way  with  every  client. 
From  the  client's  point  of  view. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


Dictaphone 
introduces  the 
subcompact 
portable. 

Dictamite.  The  smallest  dictating 
machine  Dictaphone  ever  made. 

A  professional  portable  that 
weighs  barely  8  oz.  It  fits  right  in 
the  palm  of  your  hand.  It's  ideal 
for  capturing  ideas  on  the  spot. 

And  Dictamite  is  fully  compat- 
ible with  the  new  Dictamaster 
minicassette  desktop. 

Dictamite.  Don't  leave  the 
office  without  it. 


®  Dictaphone 

The  big  name  in  small  portables. 


Follow^Ihrough 


For  more  information, 
fill  in  the  coupon  or  call  toll-free: 

800-431-1708 

Except  in  Alaska  and  Hawaii 
(In  New  York,  call  914-967-2249) 


Name. 


Title. 


.Tel. 


Company 
Address  


City_ 


_State_ 


.Zip. 


Mail  to:  Dictaphone  Corporation 
105  Oak  Street 
Norwood,  N.J.  07648 

Dictaphone.  Dictamite  and  Dictamaster  are  trademarks 
of  Dictaphone  Corporation.  Rye.  New  York 

CF-50 


Sugar  is  sweet— sometimes 

"Mention  the  word  'liquidate'  on  Wall 
Street  these  days,"  Forbes  commented 
last  month  (The  Streetwalker,  Af>r  28), 
"and  the  saliva  starts  to  flow."  Minne- 
apolis investor  Irwin  Jacobs  had  used  the 
word  last  fall  about  Holly  Sugar  Corp.,  in 
which  he  held  a  9.8%  interest,  and  Wall 
Street  was  off  and  running  with  a  rush  of 
buying  that  ended  with  Morgan  Stanley 
&  Co.,  no  less,  paying  an  average  $45  a 
share  ($3.6  million)  for  5%  of  the  sugar- 
beet  processor.  Meanwhile  Jacobs,  a  self- 
styled  "poor  boy  from  the  wrong  side  of 
the  tracks,"  was  liquidating,  selling 
shares  he  had  paid  $4  million  for  in  1978 
for  over  $7  million.  With  Morgan  Stanley 
buying  and  Jacobs  unloading,  Forbes 
asked:  "What's  going  on  here?"  and  an- 
swered: "We  don't  know  but  we  hope 
the  boys  at  Morgan  Stanley  do." 

Apparently  the  boys  didn't  know,  but 
they  caught  on  fast.  By  early  April,  Mor- 
gan Stanley's  position  in  Holly  had 
reached  112,400  shares,  or  7.1%,  at  a 
cost  of  just  under  $5  million.  At  that 
point  the  arbitragers  off-loaded  enough 
Holly  stock  to  get  their  holding  under 
5%,  the  limit  at  which  disclosure  is  re- 
quired. Those  37,400  shares  were  sold  for 
$1.45  million,  or  $38.73  a  share.  With 
less  than  5%  and  no  need  for  disclosure, 
only  Morgan  Stanley  knows  what  hap- 
pened next.  The  Street  suspects  that  it 
got  out  of  the  rest  of  its  Holly  shares  at 
the  market  price  of  about  $35.  If  the 
average  was  $35,  Morgan  Stanley 
dropped  almost  $1  million,  plus  costs. 

Profitmaker  in  Washington 

"People  forget  us  until  there's  a  catastro- 
phe," says  J.  Bruce  Llewellyn,  52,  presi- 
dent of  the  Overseas  Private  Investment 
Corp.,  which  is  really  not  so  much  an 
investment  company  as  a  quasi-govern- 
mental organization  that  provides  politi- 
cal-risk insurance  and  loan  guarantees 
for  overseas  investors.  The  idea  of  politi- 
cal-risk insurance  was  first  incorporated 
into  the  U.S.  foreign  aid  program  in 
1948.  After  several  reorganizations, 
OPIC  was  set  up  in  1969  to  implement 
the  concept  and  to  spur  U.S.  investment 
abroad.  Eight  years  ago  Forbes  (Mar  1. 
1972)  found  OPIC  facing  more  than  $400 
million  in  claims  caused  by  Chilean  ex- 
propriation of  U.S.  properties.  Today  the 
problem  would  seem  to  be  Iran  but,  sur- 
prisingly, Llewellyn  says  he  expects  no 
serious  losses  from  the  investment  disas- 
ter in  the  land  of  the  Ayatollah. 

Why  is  Iran  not  worrying  OPIC?  Be- 
cause hardly  anyone  bothered  to  insure 
against  trouble  in  the  shadow  of  the  Pea- 
cock Throne.  "American  investors 
thought  the  Shah  would  be  in  power  for 


4,000  years,"  Llewellyn  says,  "so  no) 
wanted  to  pay  our  premiums."  He 
mates  OPIC's  maximum  exposur 
about  $63  million  and  that's  not  de 
Meanwhile,  thanks  to  the  Ayatol 
Llewellyn's  business  is  booming  beq 
companies  have  been  stampeded 
buying  coverage. 

Last  year  OPIC  wrote  $803  mill 
insurance,  gave  $61  million  in  loans 
guarantees  to  14  projects  and  turn 
$58  million  profit,  largely  from  th 
ernment  securities  it  holds.  "We  are; 
profitmaking  business.  Unlike  other 
ernment  agencies  that  emphasize 
programs,  our  services  can  be  qui 
fied,"  says  Llewellyn,  former  presid 
Fedco  Food  Stores,  the  largest  bj 
owned  retail  chain  in  the  U.S. 

In  1972  OPIC's  then  president,  ini 
ment  banker  Bradford  Mills,  was  ta 
about  trying  to  run  it  like  a  business 
such  tactics  as  getting  reinsurance 
Lloyd's  of  London.  Lloyd's,  Prudei 
Mutual  and  others  are  now  doing  rei] 
ance  for  OPIC  but  the  problem  of| 
ning  it  like  a  business  is  still  there 

Llewellyn  complains  about  the  ' 
rinth"  of  rules  and  regulations  end 
by  any  government  agency,  inch; 
such  strings  as  per  capita  income 
on  a  country's  eligibility  for  develop! 
funds.  "OPIC  must  be  reauthonzs 
Congress  every  three  years,"  he 
"We  don't  receive  any  federal  fui 
but  we  still  suffer  budget  and  pers^ 
cuts."  Labor  unions,  which  fear  eii 
of  jobs,  are  another  worry.  OPIC's  aj 
report  states  that  it  has  rejected  63 
ects  since  1974  because  of  pot 
harm  to  U.S.  employment  or  creati 
opportunities  to  bypass  U.S.  labor 


/  Bruce  Llewellyn 

Catastrophe  only  brightens  his  t 


FORBES,  MAY 


Now 
you  can  copy 

both  sides 

of  this  page 

without 


turning  it  over. 


The  Xerox  5600.  You  put  in  a  two-sided  original,and 
get  back  a  two-sided  copy.  Automatically. 


It  you  copy  from  two-sided  originals,  you've  turned  to  the  right  copier. 
The  Xerox  5600  is  the  only  one  that  lets  you  copy  a  two-sided  original 
without  having  to: 

( 1 )  copy  one  side, 

(2)  turn  the  original  over,  and 

(3)  copy  the  other  side. 
The  5600  does  it  all  in  (1) 

step,  automatically. 

It  also  collates  your  copies 
into  nice,  neat  sets,  automatically. 
And  even  staples  them, 
automatically. 

For  more  information,  call  us  at  800-648-5600  (operator  263)! 
We'll  show  you  how  a  Xerox  5600  lets  you  do  something  more 
productive  than  turn  over  originals. 

Namely,  reduce  office  turnover  by  100%. 


XEROX 


•  In  Nevada  call  800-992-5710,  operator  263.  XEROX®  and  5NXI  are  trademarks  of  XEROX  CORPORATION. 


follow-Through 


]'s  role  in  the  1980s  will  grow  as 
s  continues  to  become  more 
iented,"  says  Llewellyn,  whose 
nent  experience  includes  stints 
ik  chairman,  as  a  lawyer,  as  a 

&  Urban  Development  com- 
;r  for  New  York  City  and  as  a 
of  the  Small  Business  Adminis- 
'Americans  can  no  longer  think 
ng  a  wall  around  50  states  but 
i  over  that  wall  to  developing 
s.  The  only  way  to  fix  our  bal- 

trade  deficits  is  to  find  new 
overseas." 

larnum's  children 

Id  was  headed  for  $800  an  ounce 
;r  for  $50,  Forbes  (Feb.  4)  noted 
rpies  were  "using  leverage  and 
nes  to  spin  glowing  tales  of  un- 
tes  to  gullible  investors."  Gold 
e  sunk  to  $500  and  silver  col- 
ds spring  with  a  crash  that  hurt 
ionaires  like  the  Hunt  Brothers 
.  The  sharpies,  however,  have 
i  of  the  old  Barnum  spirit, 
nforcement  officials  from  coast 
ire  battling  an  unchecked  tide  of 
gold  and  silver  options  sold  by 
sred  companies.  The  FBI  in  New 
stal  inspectors  in  Miami  and  the 
orney's  office  in  Chicago  have 
rking  overtime  trying  to  close  an 
d  200  "boiler  room"  operations, 
apular  scheme  goes  like  this:  A 
ill  tells  the  mark  of  a  once-in-a- 
deal  to  buy  gold  or  silver.  Next 

brochure  by  mail,  and  more 
cording  to  Assistant  U.S.  Attor- 
?hen  Senderowitz  in  Chicago, 
he  calls  are  hard  sell  to  the  point 

"Look  how  dumb  you  were  for 
ing  yesterday."  In  another  ap- 
full-page  newspaper  ads  boldly 
:hat  gold  will  go  to  $3,000  an 
id  silver  to  $150  (from  about  $15 
bin  months. 

ng  of  the  options  peddlers, 
ften  than  not,"  says  John  Troel- 
awyer  for  the  Commodities  Fu- 
ading  Commission,  "they  take 
ey  and  run."  Any  company  sell- 
modity  options  must  register 
CFTC;  most  boiler-room  opera- 
lot.  The  CFTC  recently  closed 
few  York  called  the  U.S.  Metals 
Corp.  In  60  days  it  made  an 
d  1  million  calls  and  netted  $2.5 
n  contracts.  The  CFTC  and  the 
torney's  office  estimate  that 
3,000  buyers  a  year  are  taken  for 
?e  of  $10,000  apiece.  "We're  not 
ibout  grandma  and  her  life  sav- 
says  Chicago's  Senderowitz, 
alking  about  professional  busi- 
who  should  know  better." 


LAY  26,  1980 


For  sale. 

Research  laboratories,  offices  and  work- 
shops complex  in  the  neighbourhood 
of  Arnhem,  The  Netherlands. 

The  site  within  which  the  complex  is  situated  is  35  ha.  of  which  32  ha.  is  in 
agriculture  use.  The  buildings  where  designed  as  laboratories,  offices,  pilot 
plant,  warehouses  and  workshops  but  can  easily  be  adapted  for  other  purposes. 
The  buildings  are  designed  and  constructed  to  a  high  standard  and  are  well 
maintained.  The  services  which  include  air  conditioning  are  technically  of  a 
high  quality.  Floor  loadings  offices  500  kg/m2.  Floor  loadings  pilot  plant,  work- 
shops 1 .000/1 .500  kg/m2.  The  restaurant  is  fully  equipped.  Car  parking  for 
approximately  1 00  cars.  There  are  facilities  within  the  complex  for  the 
extension  of  the  buildings.  Totally  9  buildings  with  gross  areas  1 0.530  m2  and 
net  areas  7.71  5  m2,  2.1 00  m2  greenhouses  and  a  farm  house.  Detailed  report  is 
available. 


TOORNEND 


&  PARTNERS 


Ingenieurs  voor  onroerend  goed  bv. 
Nieuwe  Gracht  9, 

2011  NB  Haarlem,  The  Netherlands, 
Tel.  (23)  31  7794,  Telex  41 226  topar  nl. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $27.00  □  3  years  $54.00  (the 
equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders,  add 
$5  a  year;  other  foreign,  add  $15  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Name       (please  print) 


New  Address 


City 


State 


Zip 


Date  of  Address  Change 


Flashbacks 


Forbes,  the  oldest  U.S.  business  magazine, 
presents  here  a  new  feature,  Flashbacks.  This 
and  later  issues  will  carry  items  of  interest 
today  from  issues  of  60,  50  and  25  years  ago. 

Sixty  years  ago  in  Forbes 

Except  for  one  or  two  sharp  rallies  which 
did  not  last  long  nor  carry  far,  the  stock 
market  has  continued  to  reflect  the  cred- 
it stringency  which  was  first  brought 
forcibly  to  Wall  Street's  attention  by 
high  call  money  rates  in  April.  The 
countrywide  credit  stringency  has  acted 
upon  the  stock  market  in  two  ways:  Cor- 
porations that  would  ordinarily  have  no 
difficulty  in  financing  their  needs 
through  bank  loans  have  had  to  enter  the 
investment  market  and  offer  short-term 
notes  on  a  7%-to-7'/2%  basis,-  business- 
men, unable  to  obtain  the  usual  volume 
of  accommodation  through  their  banks, 
have  had  to  dispose  of  their  speculative 
and  investment  holdings. 

By  dealing  intelligently  and  squarely 

with  labor,  Fayette  R.  Plumb,  Inc.,  Phila- 
delphia tool  manufacturers,  have  more 
than  doubled  production,  reduced  work- 
ing hours  and  cut  down  the  yearly  turn- 
over of  the  company's  500  workmen 
75%.  By  a  system  of  representative  gov- 
ernment [and]  a  series  of  welfare  features, 
all  unrest  and  discontent  in  the  working 
force  .  .  .  has  been  eliminated.  .  .  . 

From  oil  wells  within  the  boundaries  of 
the  U.S.  there  is  right  now  flowing  two- 
thirds  of  the  oil  production  of  the  whole 
world.  The  U.S.  is  the  largest  exporter  of 
oil  products.  We  supplied  80%  of  the 
Allies'  needs  during  the  war,  when  oil  for 
motor  transports,  for  airplanes,  and  for 
the  navies  that  guarded  the  commerce 
lanes  of  the  world  was  an  absolute  pre- 
requisite to  victory.  The  oil  producing, 
refining  and  selling  industry  of  the  U.S. 
today  dominates  the  entire  world. 

Mav  29.  1920 


Fifty  years  ago 


Cartoon  from  Washington  Post,  1930 

What  would  stockholders  and  directors 

of  a  corporation  do  to  a  management 
that  wasted  the  millions  of  dollars  that 
our  politicians  have  wasted  on  Muscle 
Shoals?  Executives  responsible  for  such 
gross  mismanagement,  for  such  uncon- 
scionable shilly-shallying,  for  such  ruin- 
ous procrastination,  for  such  criminal  in- 
competence, for  such  crass  failure  to  dis- 
charge urgent  responsibilities,  would  be 
summarily  turned  out  of  office.  .  .  .  But 
since  the  loss  caused  by  our  political 
overlords  falls,  not  on  themselves,  but 
only  on  the  meek,  defenseless  public, 
why  should  they  move  a  finger  to  be- 
come businesslike?  .  .  .  Yet  some  people 
still  favor  government  ownership  and  man- 
agement of  business! 

Has  "Hoover  luck"  forsaken  the  Presi- 
dent and  has  he  become  "Hoodoo  Hoo- 


Texas  oilfield  in  1920 


ver"?  In  his  first  15  months  of  off il 
breaks  have  almost  all  gone  againal 
Congress  has  taken  delight  in  I 
him;  and  thus  far  he  has  totally  faj 
effective  leadership.  He  promiscl 
country  "limited  tariff  revision,"  I 
for  the  benefit  of  our  farmers.  The  [ 
ington  politicians  have  felt  free 
dulge  in  unlimited  tariff  tinkeriil 
gardless  of  the  President's  desircl 
have  succeeded  in  incurring  the  ml 
agricultural  population,  other  lar,[ 
tions  of  the  public  and  nearly  evil 
eign  land.  His  campaign  characteril 
of  Prohibition  as  a  "noble  expenl 
has  been  scoffingly  used  almost! 
time  bloodshed  has  accompam| 
tempts  at  enforcement. 

Twenty-five  years  ago 

The  most  exclusive  fraternity  ll 

corporate  affairs  is  the  Billion  Dolkl 
composed  of  companies  with  salel 
billion  or  over.  In  1953  there  wl 
members;  last  year  the  memll 
shrank  to  29.  .  .  .  Still  top  dog  was  CI 
Motors  with  sales  of  $9. 8  billion;  Stl 
Oil  (N.J.)  was  next  with  $5.9  billiorl 
gether,  the  29  giants  rang  up  corl 
sales  of  more  than  $65  billion.  [By  li 
roster  was  458,  and  the  biggest,  Exx{ 
revenues  exceeding  all  of  1954's 
dollar  babies — Ed.  ] 

Muted  hues  are  ahead  for  Detrol 
and  '57  models.  "We're  going  to  b| 
a  bit  on  our  vivid  colors,"  says  Thl 
C.  Hobbs,  supervisor  of  trim  and  cl 
Ford.  Ford  has  already  droppel 
shades  of  purple  from  its  195;[ 
Chrysler  reports  black  is  on  the 
customer  favor.  A  GM  spokesma| 
"The  two-toning  is  more  subtle. 

"Right  now,"  said  Dr.  Robert  E.  \| 
chairman,  Standard  Oil  of  Indian| 
could  produce  about  105,000 
more  oil  a  day — if  we  were  allowel 

Union  leaders  feel  they  missed  til 
in  1954.  Business  was  in  the  doll 
Unemployment  began  to  move  ul 
Steel  production  was  down  to  ~t\ 
capacity.  Union  officials,  most  o| 
realistic  men,  could  read  the  eccl 
barometers  and  tempered  their  de  [ 
As  a  result,  over  30%  of  the  col 
signed  in  1954  called  for  "no  wf 
crease."  Another  50%  of  the I 
racked  up  a  nickel  or  less  an  hourl 

Brave  prediction  came  from  th| 
York  brokerage  house  of  Harris, 
&.  Co.:  "The  market  [then  aboil 
will  be  at  the  550  level  when  Prj 
Eisenhower  is  sworn  in  for  his 
term.  Until  the  time  that  Ike  adil 
is  in  the  race,  the  market  will  ccl 
to  fluctuate  in  a  healthy  trading  r;f 

m 
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How  to  keep  your  business'greatest  asset 
from  walking  out  on  you. 


Talk  to  Prudential  about  our 
Executive  Compensation  Plan. 

If  you  can't  keep  key  people 
happy  you  can't  keep  them.  But 
top  people  pay  top  taxes,  so  how 
can  you  reward  them  with  some- 
thing they  can  keep?  Prudential's 
Executive  Compensation  Plan 
helps  you  do  just  that. 

For  selected  employees,  it's  a 
smart  way  to  build  supplemental 
benefits.  Long-range  corhpensa- 
tfon  can  be  more  valuable  than  a 
raise,  bonus,  or  dividend  because 

The  Prudential  Insurance  Company  of  America. 


it's  taxed  later,  when  they're 
usually  in  a  lower  bracket.  And 
because  the  plan  is  custom- 
designed  to  their  needs,  it  can 
mean  disability  compensation 
and  death  payments  as  well  as 
retirement  income. 

For  you,  Executive  Com- 
pensation is  a  way  to  attract 
and  keep  key  people.  It  can  be 
less  costly  than  big  raises— less 
inflationary,  too.  Plan  funds  are 
your  assets,  and  can  be  used 
as  emergency  working  capital. 


Benefits  can  be  deducted  from 
your  income  when  they're  reason- 
able compensation.  And  you 
don't  need  IRS  approval  to  set  up 
the  plan. 

All  you  do  need  is  the 
professional  guidance  of  your 
Prudential  representative.  Call 
today,  and  find  out  how  to  keep 
your  top  talent  sitting  pretty. 


M  Prudential 


Life  Health  Auto  Home 


Readers  Say 


Support  Carter? 

Sir:  You  supported  Mr.  Bush;  he  has  no 
chance  any  longer.  You  supported  Mr. 
Ford;  he  declined  to  run. 

Why  don't  you  give  us  all  a  break  and 
support  Mr.  Carter? 
— M.T.Jennings 

Toronto,  <  hit 


Hard  times  ahead 

Sir:  Let's  refute  the  simplistic  notion 
that  our  economy  is  about  to  experience 
a  short,  painless  recession.  As  long  as 
Washington  continues  to  make  political 
decisions,  the  economy  can  only  take  a 
long  fall. 

Implementation  of  a  tight  monetary 
policy  has  to  be  coupled  with  substantial 
tax  cuts  and  restricted  government 
spending. 

A  balanced  budget  achieved  by  in- 
creasing taxes  only  dries  up  potential  re- 
cession-fighting investment. 

— Dai  id  John  Fitzpatrick 
Chicago,  III. 


Thanks,  but  no  thanks 

Sir:  I  noticed  the  quote  on  page  27  of 
your  book,  The  Sayings  of  Chairman  Mal- 
colm ("One  group  of  doctors  who  still 
make  house  calls:  coroners.").  All  doc- 
tors in  rural  Iowa  do  still  make  house 
calls.  The  charge  for  a  house  call,  day  or 
night,  is  $25  plus  50  cents  per  mile.  If  you 
need  a  house  call,  please  let  me  know.  I 
do  have  a  license  to  practice  medicine  in 
New  York. 
—Opas  Jutabha,  M.D. 
Sigoumey,  Iowa 

Let's  see — 981  miles  from  Sigoumey  to 
our  New  Jersey  house  would  make  the  call 
$25  plus  $440.50  .  ..  but  thanks  anyway, 
Doc! — MSF 


Which  numbers? 

Sir:  Because  you  do  not  restate  sales  and 
earnings  to  reflect  operations  that  have 
been  discontinued  or  disposed  of,  the 
figures  that  you  show  for  NL  Industries 
(May  12)  differ  markedly  from  our  own 
audited  figures. 

Thus  your  sales  table  on  page  216 
should  show  a  17.7%  increase  in  sales  for 
1979  over  1978,  not  a  4.4%  decrease. 
Similarly,  NL's  earnings  should  be 
$111.9  million,  rather  than  the  $85.7 
million  you  showed.  Also,  there  was  a 
typographical  error  in  reporting  our 
earnings  per  share  as  0.00  instead  of  the 


reqord  $3.28  that  we  actually  reported. 

—RW  Unwin  Jr. 

Director,  . 

Public  Affairs  &  Corporate  Communications, 

M  Industries,  hie 
New  York,  N  Y. 

hi  the  interest  of  overall  consistency,  we 
do  not  adjust  sales  and  earnings  backward 
to  reflect  discontinued  operatic  jus  In  NL's 
case,  however,  such  an  adjustment  does  give 
a  far  more  accurate  picture  of  corporate 
progress  and  we  are  glad  to  set  the  record 
straight.  — Ed. 


Unhealthy  comparison? 

Sir:   Re  "One  Sick  Health  Ad,  One 
Healthy  One"  (Fact  and  Comment,  Apr. 
14).  To  have  lifted  a  trade  magazine  mal- 
practice insurance  ad  out  of  its  context 
and  to  have  attempted  a  comparison 
with  an  FTD  flower  ad  designed  for  gen- 
eral publication  is  as  equitable  as  giving  a 
quadriplegic  malpractice  victim  a  bou- 
quet of  flowers  as  an  award  for  his  life- 
long injuries. 
— David  Foege 
Executive  Vice  President. 
Dama  Co. 
Washington,  D  C 


Not  so  high-priced? 

Sir:  The  article  "Searching  for  a  cheap 
kilowatt"  (Mar.  17)  indicated  that  Iowa 
Electric's  industrial  rate  for  a  customer 
having  a  hypothetical  load  of  1,000  kw 
demand  and  using  400,000  kwh  per 
month  would  be  the  eighth-highest  in 
the  nation  at  5.17  cents  per  kwh.  The 
article  contained  no  qualifying  state- 
ments about  the  matching  of  service 
conditions.  On  average,  Iowa  Electric 
Light  &  Power's  large  general  service 
customer  utilizing  the  rate  for  the  calen- 
dar year  1979  actually  averaged  176,291 
kwh  per  month  at  an  average  price  of 
4.24  cents  per  kwh,  including  the  0.84- 
cent  kwh  surcharge. 
—James  M.  Davidson 
Senior  Vice  President, 
Iowa  Electric  Light  &  Power 
Cedar  Rapids,  Iowa 


Gas  tax 

Sir:  Re  Robert  Nelson's  recent  article 
urging  a  large  federal  tax  on  oil  products 
as  a  means  of  reducing  domestic  con- 
sumption (Mar  3D- 

Such  European  nations  as  Italy,  Greece 
and  France  have  had  such  taxes  in  effect 
for  years.  Has  Mr.  Nelson  seen  the  traffic 


in  Paris,  Athens  or  Rome  recently? 

The  elasticity  of  demand  is  ope 
serious  question. 

—James  A.  Carouso 
Glendale,  Ariz. 

Sir:  In  1973,  when  prices  jumped 
38  cents  a  gallon  to  65  cents  a  galloi 
noticed  it,  and  price-elasticity  assi 
tions  might  have  been  relevant 
current  increases  escalating  only  m 
ately,  we  notice  it  but  we  don't  fee 
impact  as  dramatically.  Unless  the 
price  doubles  from  its  current  leve 
challenge  the  effectiveness  of  any 
hikes. 

— Bruce  A.  Kesselman 
Woodbridge,  NJ 

The  fact  is  that  as  a  result  of  large 
hikes,  gas  consumption  fell  5%  last  yea\ 
is  down  8%  to  9%  so  far  this  year  — En 


Still  exists 

Sir:  In  "Back  from  the  brink"  (D\ 
1979),  you  state  that  "HMW  is  no| 
that  survives  of  a  once  proud  YA 
name,  the  old  Hamilton  Watch 
Hamilton  Watch  Co.  still  exists  a 
fact  is  alive  and  doing  very  well 
expect  a  great  year  in  1980. 
—J.  Paul  Zanowski 
President, 

Hamilton  Watch  Co.,  Inc. 
Lancaster,  Penna. 


Mellowing? 


Sir:  You  must  be  "mellowing,"  si 
have  noted  a  sharp  decline  in  lettel 
questing  "subscription  cancelation! 

—William  Chandler 
Rochester,  N.Y. 

Sir:  Re  your  comments  supportingl 
subscription  cards  (Fact  and  Com\ 
Apr.  14).  I  will  not  renew  my  subscr  j 
to  Forbes. 

— Ben  Price 
Schenectady,  N.Y. 

Sir:  First  you  advocate  giving  aw;' 
Panama  Canal,  and  then  you  c 
Ronald  Reagan  for  the  GOP  nomin 
Cancel  my  subscription. 

-D  E  Caris 
Whitehall,  Penna. 

Sir:  I  get  tired  of  people  writing  "( 
my  subscription."  Add  me  to  you 
long  subscription. 

— Gary  E  Blodgett 
Birmingham,  Ala. 


20 


FORBES,  MAY ! 


)n  Father's  Day,  live  up  toDad's  expectations. 


Seagram's  VO. 
The  symbol  of  imported  luxury.  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.Y.C. 


J 


"Engines  run  on  a  mixture  of  air  and  fuel.  Fortunately  air  is  free.  But 
unfortunately  natural  atmospheric  pressure  limits  its  supply '  states  tc 
Audi  engineer  Franz  Hauk.'  This  poses  a  natural  limit  to  the  amount 
of  power  that  can  be  extracted  from  a  given  displacement  before  an 
engine  simply  runs  out  of  air.  Making  an  engine  larger  will  increase 
power  but  this  will  necessarily  compound  the  inefficiency  inherent  t(| 
any  naturally  aspirated  engine  design." 
Enter  the  impeller-turbine  wheel  -  key  component  of  the  new 
Audi  5000  Turbos  turbocharger. 

This  simple  device  makes  ym 
horsepower  out  of  thin  air  for  j 
the  new  Audi  5000Tiirbo.    f^yl  — ^ 

uThe  turbine  wheel  fixed  to  the  left  of  this  j»  y— « 

shaft  is  spun  by  an  unusual  power  source  A 
—exhaust  gases,  a  combustion  engine  s  waste       .  \^;Jj  f  A 
product.  It  spins  the  impeller  wheel  on  the  right  J 
which  is  actually  a  fresh  air  compressor1  Under  peak       •  J 
engine  load  and  rpm  the  impeller  will  deliver  ^^mmt^mssSSL 
air  to  the  engine  under  pressure  of  up  to 

one-and-a-half  times  the  atmosphere  s,  / 
The  result  is  a  greater  volume  of  air  /a 
and  a  near  30%  increase  in  power  / f 
on  demand.  ^^Mfi  mjjgZ   T  .    ..  ^  ^ — ^ — '// 


Airbus  Industrie 
Boeing 
Lockheed 
McDonnell  Douglas 


The  order  is  more  than  just  alphabetical 

In  1979  Airbus  Industrie  sold  more  twin-aisle  aircraft 
than  any  other  manufacturer;  taking  the  total  sales  of  A300 
and  A310  over  the  400  mark. 

To  date,  over  30  airlines  worldwide  have  chosen  these 
wide  body  twins. 

They  chose  them  for  their  true  wide  body  comfort, 
their  extraordinary  cargo  capabilities,  their  remarkable  fuel 
efficiency,  and  their  sheer  profitability.  Not  to  mention  the 
company  that  stands  behind  them. 

Little  wonder  that  the  A300  and  A310  are  the  number 
one  twin-aisle  twins. 


Industrie 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  CHANGE  IN  CONSUMER  ATTITUDE 


profound  and  potentially  devastating.  The  inflation 
hat  came  from  consumers  rushing  continuously  to  buy 
hat  they  felt  would  cost  more  tomorrow  has  largely, 
uddenly,  ceased. 

reater  degree  than  probably  contemplated,  the  sudden 
in  of  plastic  credit  across  the  land,  the  soaring  unem- 
lt  in  the  construction  and  automotive  industries  and 


the  consternation  at  credit  curbing  in  farming  states  have 
caused  this  dramatic  reversal. 

Money,  liquidity,  cash,  savings  are  back  in  vogue. 

Concern  with  one's  job  has  replaced  concern  with  grabbing 
everything  wanted  since  it  would  cost  more  later. 

While  the  change  will  help  retard  inflation,  it  is  rapidly 
deepening  the  recession. 


CARTER  GETS  MAJOR  BLAME,  NOT  FOR  ATTEMPTING 


ry  rescue  of  our  hostages  in  Iran,  but  for  the  appalling 
our  military  who  couldn't  keep  enough  helicopters 
even  to  get  to  the  scene.  Apparently  the  carrier  whence 
le  had  but  7  of  the  required  1 7  maintenance  chiefs. 
'  has  cut  $38  billion  from  former  President  Ford's  five- 
mse  plan  submitted  four  years  ago.  His  ringing  call  for 
owth  in  defense  spending  following  the  Afghanistan 
has  turned  out  to  be  a  phony — a  transfer  of  unspent 
funds  from  this  year  to  next  year's  budget.  In  the  past 
luction  of  flying  time  caused  by  budget  cuts  plus  the 
to  keep  highly  trained  technicians  has  resulted  in  the 
asing  126  aircraft  and  74  men — not  counting  the  8  left 
anian  salt  desert. 


I  don't  know  whether  the  Russians  are  more  emboldened  by 
Carter's  flip-flopping  lack  of  leadership  or  by  their  knowledge 
of  the  degree  to  which  this  Administration  has  permitted  our 
military  capabilities — conventional  and  atomic — to  erode.  But 
how  do  you  suppose  our  Mideast  oil  sources,  our  NATO  allies 
as  well  as  our  enemies  feel  about  our  present  military  strength 
when  they  assess  such  a  failure  of  equipment  even  before 
nearing  the  rescue  objective? 

It's  arguable  about  the  timing  of  the  attempt:  Many  think  it 
should  have  been  tried  sooner;  some — not  many — think  it 
should  never  have  been  tried  at  all.  These  points  pale  next  to 
the  dramatic  and  bloody  revelations  on  the  state  of  our  mili- 
tary hardware  and  its  maintenance. 


TODAY'S  SAD  TALE  OF  WHAT'S  HAPPENED  TO  BONDS 


'eally  not  have  come  as  any  surprise  to  me,  with 

;s  of  a  sorrowing  youthful  experience. 

,9,  to  mark  his  50th  year,  my  father  gave  each  of  his 

a  $1 ,000  Cities  Service  Bond.  As  a  ten-year-old  with  a 
allowance  (a  dime  went  pretty  far  in  a  five-and-dime 

those  days),  I  found  it  hard  to  conceptualize  this 
is  gift.  But  Lesson  One  came  rapidly — 
;n  yearning,  pleading,  saving  for  and  nagging,  ca)ol- 
iming  about  a  balloon-tired,  chrome-fendered  bicycle 
'  local  Sears  store  had  on  display.  It  cost  $38.50. 
'ad,  with  befitting  solemnity,  handed  each  of  us  his 
y  joy  was  unbounded.  Using  $38.50  from  it  would 


be  a  relatively  insignificant  amount  out  to  buy  my  bike. 

But  when  I  excitedly  turned  to  Mother  and  asked  how 
soon  we  could  get  to  Sears,  my  father  thundered  that  "bonds 
are  not  for  cashing  in.  They  are  security  for  the  future." 

No  bike. 

At  the  time  of  the  gift,  I  had  thought,  with  bitter  disappoint- 
ment, how  much  I'd  rather  have  had  the  bike  than  the  bond.  It 
turned  out  I'd  have  had  more  if  I  had  had  the  bike  instead  of 
the  bond. 

Four  years  later — 1933 — the  bond  itself  was  virtually 
worthless. 

So,  what  else  is  new?  .  .  . 


1AY  26,  1980 
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SELF  INSURANCE  SURE  SAVES  MONET 

Until  there's  a  consequential  claim. 

IF  ASHLAND  OIL  IS  EVEN  HALFWAY  RIGHT 

in  its  estimate  of  the  impact  of  a  new  way  it  has  developed  to    Ashland"Chairman  Orin  Atkins,  our  imports  of  oil  could  ™ 
get  25%  more  gas  out  of  every  barrel  of  oil,  it  should  be  hailed    in  half  if  all  U.S.  refineries  adopt  this  new  technique, 
as  the  year's  Corporate  Hero  of  the  U.S.A.  According  to  able       Oh,  please,  can  this  be  even  nearly  possible? 


IN  THE  NAME  OF  GOODNESS,  AN  INSIDIOUS  RESOLUTION 


We  could  easily  eliminate  cancer  if  we  promptly  eliminated 
those  who  have  it  or  get  it.  There  would  be  nobody  alive 
suffering  from  it.  So  far  as  I  know,  no  one  is  advocating  this 
instant  solution  to  an  as  yet  unresolved  problem.  To  the  best 
of  my  knowledge  there's  not  even  a  congressional  resolu- 
tion— as  yet— proposing  such  a 
draconian  cure. 

But  there  has  been  submitted  a 
congressional  resolution  (No.  220) 
to  tackle  in  an  analogous  way  the 
problems  created  by  a  tiny  number 
of  persons  who  happen  to  be  mo- 
torcyclists. A  dozen  presumably 
well-intentioned,  intelligent  (pre- 
sumably) congressmen  have  pro- 
posed the  establishment  of  a  "fed- 
eral strike  force"  to  go  after  "out- 
law motorcycle  gangs,"  which  are 
"united  in  an  organized  interna- 
tional criminal  association  in- 
volved in  the  kidnapping,  enslave- 
ment and  physical  abuse  of  wom- 
en; receive  enormous  profits  from 
drug  production,  drug-trafficking,  gun-running,  theft  and  mur- 
der by  contract;  use  their  illegally  gained  profits  to  take  control 
of  legitimate  business  enterprises  and  to  drive  lawful  business 
owners  out  of  business;  and,  through  their  size,  power  and 
ability  to  cross  state  boundaries,  pose  overwhelming  problems 
for  local  and  state  law  enforcement  officials." 

And  all  along  we've  been  thinking  inflation  was  a  major 
problem;  that  Iran's  seizure  of  U.S.  hostages  was  a  big  problem; 
that  the  U.S.S.R.'s  takeover  of  Afghanistan  and  threat  to  the 


(1.  to  r.|  Representatives  Bany  Goldwater  lr.  (R-Ca.)-,  Charles 
Pashayan  It.  (R-Ca.)-,  Ronald  M.  Mottl  (D-Ohio):  lames  Abd- 
nor  (RS.D.j;  Charles  Grassley  (R-Iowa);  Willis  D.  Gradison 
lr.  (R-Ohioh  Robert  Lagomarsino  (R-Ca.);  Trent  Lott 
(R-Miss  );  Wayne  Grishham  (R-Ca.)-,  Charles  F.  Dougherty 
(R-Pa.);  lohn  H.  Rousselot  (R~Ca.);  Robert  S.  Walker  (R-Pa.). 


Mideast  oil  on  which  the  Free  World  yet  depends  was 
grave  concern.  And  all  the  time  the  real  threat  is 
motorcycle  gangs,"  the  definition  of  which  apparently  l 
left  to  any  and  all  local,  state  or  national  officials. 
So  far  as  I  know  there  is  a  Justice  Department,  an  F! 

multiple  state  and  local  la 
forcement  agencies  to 
laws  against  illegal  drugs,  k) 
ping,  enslavement,  extortic 
murder.  Should  the  fact  thai 
of  those  crimes  are  somt 
committed  by  persons  whl 
motorcycles  call  for  makii 
other  7  million  American! 
ride  'em  subject  to  hara 
any  time  two  or  three  of  th 
together  for  a  ride?  How 
special  strike  forces  fori 
breakers  who  also  share  eij 
asm  for  horses  or  Chevrol 
Budweiser  or  blondes? 

Fortunately,  the  combina 
a  dozen  constitutional  claus 
amendments  along  with  a  hundred  U.S.  senators  ai 
other  423  congressmen  should  make  the  passage  of  I 
tion  No.  220  unlikely.  So  the  7  million  of  us  who  somj 
ride  motorcycles  and  the  additional  thousands  who  ar 
ing  motorcycles  a  less  expensive,  50-miles-and-more-i 
lon-of-gas  alternative  in  the  energy  crisis  are  unlikely 
branded  and  hounded  as  outlaws. 

That  such  a  resolution  should  garner  a  dozen  congre 
sponsors  does  shake  one  up  a  bit,  though. 


MAKING  IT  PERFECTLY  CLEAR 

Recently  a  lengthy  letter  to  the  editor  arrived  with  this  note  It  is  not  for  you  to  open  this  letter  any  further.  If  I  had  1 
covering  the  first  page:  "To  the  secretary  who  opens  this  anyone  besides  the  editor  to  read  this  letter,  I  woul 
letter.  This  is  a  personal  letter  between  the  editor  and  myself,    addressed  it  to  you,  or  someone  else." 

REMEMBER  WHEN  STEWARDESSES  WERE  (AND  HAD)  FIGURES 

of  glamour?  Now,  sadly,  they're  be-trayed,  hassling  drink  and  food  from 
takeoff  to  landing,  with  no  time  to  pause,  purr,  puff  pillows — and  dreams. 

SPEAKING  OF  FLYING,  CRYING  BABIES 

in  nearby  seats  are  irritatingly  too  often  the  subject  of  laments  whole  trip  is  about  ?  Without  crying  babies,  for  crying  on 
by  other  passengers.  Don't  they  ever  stop  to  think  what  our    what  future  would  there  be? 


sor 

to 
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BOOKS 


Obituaries — by  William  Saroyan  (Creative 
Arts  Book  Co.,  $15).  His  Pulitzer  Prize-win- 
ning play,  "The  Time  of  Your  Life,"  is  a 
classic.  This  book,  354  pages  of  repetitive, 
meandering  musings,  pegged  to  Variety 
magazine's  listing  of  the  somehow-related- 
'-business  Dead  of  1976,  has  bright  spots  but  getting 
the  chaff  to  'em  is  a  chore.  It's  too  bad  his  publisher 
have  an  editor. 

:  .  .  .  I  say  no,  death  is  not  sad,  not  at  all  sad,  except- 
mps  to  a  small  survivor  who  doesn't  know  what  else 
>ouf  if  except  howl. 


Caravansary-Alone  in  Moslem  Places — by 

Richard  de  Combray  jDoubleday  &  Co., 
Inc.,  $12).  Some  of  the  text  better  captures 
the  flavor  of  North  Africa  than  the  numer- 
ous photographs. 

Excerpt:  Everything  in  Abu  Dhabi  comes 
from  somewhere  else  except  for  the  fish,  a 
few  crops  and  the  oil.  Even  the  oil  has  to  be 
sent  elsewhere  to  be  refined.  By  the  time  it  returns  it  is 
expensive.  You  cannot  drive  up  to  a  gasoline  station  and  fill  up 
a  tank  for  a  dollar.  The  sand  is  the  wrong  sand  for  construction. 
The  grains  are  round  rather  than  sharp,  and  they  do  not  adhere. 
The  final  indignity  is  that  sand  has  to  be  imported. 


WHEN  THINGS  ARE  BAD 

we  take  a  bit  of  comfort  in  the  thought  that  they  could  always  be  worse. 

And  when  they  are,  we  find  hope  in  the  thought  that  things  are  so  bad  they  have  to  get  better. 


IF  TOU  REALLY  CARE 

others  will  too. 


IN  PEOPLE,  WHAT  TOU  LOOK  FOR 

you  find. 


A  SETBACK  FOR  DEMOCRACY 


By  M.S.  Forbes  Jr. 


!ie  Supreme  Court,  in  a  recent  de- 
m,  sharply  restricted  the  ability  of 
ted  officials  to  remove  public  em- 
ees  solely  on  the  basis  of  party 
iation,  including  those  in  policy- 
;ing  positions. 

i  placing  policymakers  outside 
patronage  system,  warned  dis- 
ing  Justice  Lewis  Powell,  "Federal 
es  will  now  be  the  final  arbiters  as 
'horn  federal,  state  and  local  gov- 
nents  may  employ."  Another, 
e  detrimental  outcome  will  be  "to 
ease  the  accountability  and  to 
grate  the  role  of  our  national  po- 
al  parties." 

nd  we'll  certainly  get  a  surge  of 
ation. 

stice  Powell  understands  what 
es  a  democracy  work  better  than 
udicial  colleagues  do.  We're  long 
the  "to  the  victor  belong  the 
Is"  era  of  the  19th  century,  when 
lange  of  political  parties  meant 
lesale  dismissals  of  government 
kers. 

ow  does  a  mayor,  governor  or 
ident  persuade  incumbent  poli- 
akers,  not  to  mention  tenured 
servants,  to  respond  to  his  pro- 
is  without  the  ultimate  threat  of 
lissal? 

lere's  more  to  governing  than 
ning  elections  or  passing  laws, 
idea  that  the  civil  service  is  a 
partisan  instrument  ready  and 
ing  to  carry  out  the  wishes  of 


elected  superiors  doesn't  often  square 
with  reality.  Bureaucrats  have  their 
own  interests,  and  they  will  defend 
them.  "Fighting  bureaucracies," 
Franklin  D.  Roosevelt  used  to  say,  "is 
like  punching  a  pillow." 

Restricting  discretionary  appoint- 
ments to  speech  writers,  press  secre- 
taries and  the  like  will  hurt  elected 
officials'  ability  to  govern  effectively, 
thereby  making  government  even  less 
responsive,  less  accountable  than  it 
already  is. 

NO  RELIEF 

The  sharp  decline  in  interest  rates 
won't  provide  much  help  for  those  hit 
hardest  by  the  money  crunch — con- 
sumers and  small  businesses.  Credit 
will  be  preempted  by  Washington. 

Government  deficits  are  balloon- 
ing. The  spending  cuts  talked  about 
by  Carter  and  Treasury  Secretary  Mil- 
ler are  largely  a  charade.  Moreover, 
the  recession's  growing  severity  will 
increase  spending  through  mandatory 
"safety  net"  outlays,  and  decreasing 
economic  activity  will  cut  tax  rev- 
enues. Paul  Volcker  won't  finance 
very  much  of  the  resultant  red  ink 
from  the  Fed's  printing  press. 

Money  will  remain  tight  for  those 
who  need  it  most. 

AN  UNNECESSARY  SUBSIDY 

Here  is  a  small  but  all-too-typical 
example  of  the  way  the  Carter  Ad- 
ministration has  been  tackling  our  en- 
ergy problems. 


A  couple  of  weeks  ago  the  Depart- 
ment of  Energy  dropped  its  efforts  to 
phase  out  special  subsidies  to  small, 
inefficient  refineries. 

Most  of  these  "teakettles"  have  no 
economic  justification.  They  lack  the 
productivity  and  flexibility  of  larger 
refineries. 

There  is,  for  instance,  a  crying  need 
in  this  country  for  refineries  that  can 
process  high-sulfur  crude,  which  is 
plentiful  and  which  sells  for  $4  to  $6 
less  per  barrel  than  the  low-sulfur  vari- 
ety. At  the  same  time,  we  have  excess 
refining  capacity  for  low-sulfur  crude, 
which  is  what  the  teakettles  handle. 
We  also  need  more  capacity  for  un- 
leaded gasoline.  The  bigger  refiners 
can  better  and  more  cheaply  make  the 
necessary  adjustments  than  the  tea- 
kettles can. 

Yet  thanks  to  government  hand- 
outs, small  refineries  have  proliferated 
since  the  1973  Arab  oil  embargo, 
while  Energy  Department  regulations 
have  hobbled  development  (by  not 
permitting  investment  costs  to  be  ful- 
ly recovered)  of  units  that  could  refine 
high-sulfur  crude. 

This  silliness  was  so  great  that  the 
Energy  Department  finally  decided  to 
terminate  the  program.  The  small  re- 
finers and  their  high-priced  lawyers 
and  lobbyists  howled.  As  a  result, 
DOE  has  backtracked,  figuring  that 
the  subsidies  are  scheduled  to  end  in 
late  1981  anyway.  Between  now  and 
then,  DOE  will  fritter  away  another 
billion  dollars  on  the  teakettles. 
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Other  Comments 

Often  comments  by  others  stimulate,  nutate, 
abuse  or  amuse  this  editor  's  mituf.-MSf 


It's  Unbelievable 

It  Congress  wants  to  do  something 
constructive,  it  ought  to  investigate  why 
the  Pentagon  can't  find  eight  helicopters 
that  work.  As  sketched  in  an  article  by 
former  National  Security  Council  staffer 
John  Lehman  the  day  the  failure  was 
announced,  the  answer  is  likely  to  be 
that  in  many  mundane  areas  the  military 
has  been  on  a  starvation  budget.  Materiel 
stocks  are  dwindling  and  trained  techni- 
cians are  leaving  the  service  as  a  pay  cap 
cuts  their  real  income.  For  this  both 
Congressional  and  Executive  branches 
bear  responsibility. 

— Wall  Street  Journal 
*    *  * 

"It's  unbelievable,"  said  an  Army  lieu- 
tenant colonel  as  he  had  a  glass  of  milk  in 
the  Pentagon  cafeteria.  "Can't  we  have 
military  operations  without  an  accident: 
Can't  we  have  helicopters  that  work?  I 
mean,  it's  unbelievable!" 

— New  York  Times 

Press  Fatheads 

There  is  this  to  be  said  about  newspa- 
permen, by  their  counterparts  in  televi- 
sion: they  almost  invariably  tend  to  be, 
or  to  become,  terrible  bores  and  fat- 
heads: they  are  so  excitable,  so  thrilled 
by  being  everlastingly  at  the  center  of  the 
world's  mischief  and  disasters  and 
crimes  that  they  believe  they  are  also 
large,  as  the  news  is  always  at  least 
that — very  large.  The  longer  they  stay 
in  business  the  farther  they  travel  away 
from  the  small,  one  human  being  at 
a  time. 

— William  Saroyan,  Obituaries 

Bring  Back 
the  Spoils  System 

A  resistance  to  evaluation  is  built  into 
the  civil  service  system.  Even  after  the 
passage  of  the  recent  civil  service  reform 
act  it  is  extremely  difficult  and  time- 
consuming  to  firelazy,  indifferent,  or 
incompetent  employees.  The  way  to 
break  down  the  resistance  to  evaluation 
is  with  politics:  if  the  inspectors  general 
won't  review  the  performance  of  the  bu- 
reaucracy, let  the  voters  do  it.  Does  this 
mean  a  return  to  the  spoils  system?  Not 
in  the  sense  that  it  would  result  in  un- 
qualified employees.  A  politically  ap- 
pointed typist  could  still  be  required  to 
type  50  words  per  minute.  And  we  need 
government  workers  who  are  political  in 
the  sense  that  they  are  appointed  and 
fired  at  will,  and  who  will  therefore  be 
eager  to  make  the  government  work  well 


enough  for  the  voters  to  reelect  the  poli- 
ticians who  appointed  them.  Remember 
that  when  the  Post  Office  was  political, 
the  mail  was  delivered  on  time.  If  it 
wasn't,  you  could  fire  the  postmaster. 
— by  Charles  Peters,  editor-in-chief, 
The  Washington  Monthly 

Castro's  Deconvertibles 

"These  exiles,  this  scum  left  Cuba, "he 
said.  "I  stayed.  Now  they  come  back. 
They  are  fat,  they  have  fine  clothes,  they 
can  spend  dollars  to  eat  in  restaurants  I 
can't  eat  in,  to  drink  in  bars  where  I 
cannot  go.  Imagine,  a  country  where 
there  are  places  which  will  not  accept 
the  money  of  that  country."  The  speaker 
is  a  middle-aged  black  professional,  with 
a  graduate  degree.  He  is  one  of  thousands 
of  Cubans  for  whom  the  visits  of  Cuban 
exiles,  the  "comunidad,"  have  had  a  pro- 
found impact.  Nursing  his  bitterness,  he 
has  stayed.  Thousands  of  others,  includ- 
ing his  teen-aged  daughter,  have  decided 
to  leave. 

— New  York  Times 

Resource  Restrictions 

Washington  owns  more  than  760  mil- 
lion acres  in  50  states,  fully  a  third  of  the 
country's  total  land  area.  Some  of  this 
land,  to  be  sure,  is  intensively  and  pro- 
ductively used,  for  military  bases,  Indian 
reservations  and  public  works  projects. 
But  much  of  it  still  exists  as  vast  forests 
and  rangeland.  .  .  .  Industry  is  lobbying 
heavily  against  additions  to  the  wilder- 


"Four  gallons,  please, 
and  can  you  gift  wrap  hi" 


ness  system.  Businessmen  contend 
the  country  already  has  much  more 
derness  than  it  can  make  good  us 
and  if  the  pending  restrictions 
passed,  much  of  the  most  prom 
lands — in  terms  of  natural  resoun 
will  be  off-limits.  As  William  Dre 
dean  of  the  University  of  Arizona's 
lege  of  Mines,  puts  it,  "We're  to 
away  our  future,  and  we're  really  goi 
feel  the  pinch  in  another  10  or  15  yej 
— Niles  Hot| 
with  Manorie  Siegel,  Dun's  Re 


I  think  the  index  is  telling, 
something. 

—Felix  Tamm.  Depart  me 
Commerce  economist,  conn 
ing  on  the  latest  plunge  in  the  i 
of  leading  economic  indict 


Daughters  for  Sale? 

I  was  being  driven  to  Dubai.  The  d 
Mohammed,  was  from  Abu  Dhabi 
asked,  "How  much  does  a  wife  col 
New  York: " 

I  thought  awhile  before  answej 
The  sand  stretched  to  all  horn 
"Nothing." 

"What  do  you  mean,  nothing?" 

"Nothing,"  I  repeated.  "They're ft 

He  puzzled  over  that  for  almost  M 
meter.  "Aih,"  he  said  finally.  "1 
families  shouldn't  iust  give  them  a 
They  should  take  some  profit." 
— by  Richard  de  Combray,  Caravan 

Easy  Ride  out  of  Debt 

The  credit  counselors  who  deal! 
people  already  in  bad  financial  shapl 
there  isn't  much  to  be  done  for  I 
suburban  homeowner  now  feeling 
pressure  of  a  changing  econl 
.  .  .  Florida's  David  Myhre  of  the» 
sumer  Credit  Counseling  Service! 
that  the  simplest  palliative  is  tfl 
older,  gas-guzzling  cars  and  replace! 
with  cars  that  get  good  mileage.  An 
boss,  Harry  Brown,  says  he  is  advi 
people  "to  get  out  of  an  auto  and  on 
motorcycle." 

— Wall  Street  fm 

Critic's  Great  Line 

This  time  I  think  it  's  really  safe  tfl 
that  the  movie  Heart  Beat  is  nm 
fault  of  the  actors.  The  screenplay  1 
yond  repair  except  by  a  shredder. 

— reviewer  Vincent  CSi 
*    *    *  g 
Very   nice,    though   there  are! 
stretches. 

— Antoine  de  Rivarol  (1753-180i 
viewing  a  two-line  poem,  in  The  Bm 
Insults,  Ancient  and  Mm 
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Our  Hotels  and  Resorts  division 
is  in  a  dynamic  expansion 
program.  We  currently  operate 
23  hotels  and  resorts  with  a  total 
room  count  in  excess  of  8,500. 
In  1981  the  figure  will  jump  to  10,300  rooms;  in 
1982  to  12,700.  Yet,  from  the  largest  hotel  in 
Texas  to  the  "most  Hawaiian"  resort 
in  Hawaii,  Amfac  Hotels  &  Resorts 
.       f     .  mm  is  only  one  part  of  us. 

AH  I  |  IN    There  are  more  divisions  to  this 
-!-  '  well-positioned  $1.7  billion  "Forbes 

500"  Company.  In  33  states,  Amfac 
means  growth  in  the  wholesaling 


business.  The  West  Coast  and  Hawaii  know 
us  for  our  17  Liberty  House  department 
stores.  We  are  a  significant  producer  of 
potato  products,  mushrooms,  cheese  and 
shellfish.  And  we  are  America's  largest  sugar 
producer.  All  of  which  added  to  record 
earnings  in  1979.  We're  a  growing  concern. 
Concerned  about  growing. 

For  more  information  and  our  annual  report, 
write  Grafton  Jhung,  Amfac  Inc.,  Western 
Regional  Office, 

P.O.  Box  7813,      jjQft  (T 

scaHfF™  oMOTTirac 

Bringing  you  life's  little  things, 
in  a  big  way. 


The  whole  is  greater 
than  the  sum  of  its  parts. 

A  single  package  of  services  specifically 
tailored  to  the  needs  of  the  individual  client 
is  certainly  greater  than  the  sum  of  several 
separate  proposals.  Deutsche  Bank,  with  its 
comprehensive  knowledge  in  all  areas  of 
business,  is  uniquely  equippedtofindjustthe 
right  solution  to  your  problems  with  appro- 
priate flexibility. 

Handling  foreign  exchange  transactions, 
arranging  an  export  credit  that  takes  into 
account  the  regulations  of  the  importer's 
country,  setting  up  a  long-term  loan  for  a  joint 
venture  —  all  are  within  the  scope  of  our 
services. 

Come  to  Deutsche  Bank  and  ask  our 
experts  or  call: 

New  York  (212)  940-8000  ' 
Toronto  (416)865-0630 


Deutsche  Bank 


A  century  of  universal  banking 

Central  Olf  ice  FrankfurtamMain/Dusseldorf  Branches  Antwerp  Asuncion.  Brussels,  Buenos  Aires.  Hong  Kong 
London  Madrid.  Milan  New  York,  Pans.  Sao  Paulo.  Tokyo.  Representative  Offices  Beirut  Bogota.  Cairo.  Caracas. 
Istanbul  Johannesburg.  Lagos.  Mexico.  Moscow  Nairobi,  Osaka.  Rio  de  Janeiro.  San  Jose  Santiago.  Sydney. 
Tehran.  Tokyo,  Toronto,  Subsidiaries  Hong  Kong.  London,  Luxembourg.  Singapore 
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m  has  suffered  such  heavy  political  and 
ar  losses  on  its  nuclear  program  that  it 
•  scrap  a  decade-long  research  effort. 


Exxon's  nuclear 
frustration 


By  Carol  E.  Curtis 

ie  stalemate  of  nuclear  energy  is 
amentable,  but  a  fact  of  life,  and 
msinessmen  must  deal  in  reali- 
le  latest  to  virtually  throw  in  the 
s  giant  Exxon  Corp.  The  company 
:ided  to  scrap  almost  its  entire 
•  research  and  development  pro- 
Jut  Exxon  is  being  done  in  not  so 
)y  antinukers  as  by  political  deci- 
f  the  federal  bureaucracy, 
spending  $147  million  over  the 
years  to  carve  out  a  leading  posi- 
uranium  enrichment  and  fuel  re- 
ing  research,  the  company  has 
^buffed  by  Washington  at  every 
point.  "The  government  has  shut 
,"  complains  Jack  E  Bennett,  a 
vice  president  and  director  of 
and  its  chief  financial  officer, 
company's  uranium-mining  and 
>rication  activities  have  scarcely 
etter.  Those  nuclear  operations, 
are  divided  among  Exxon  U.S.A., 
ternational  affiliates  and  Exxon 
r  Co.,  lost  $25  million  in  1979  and 
llion  in  the  first  quarter  of  1980. 
consistent  with  the  red  ink  they 
:en  producing  since  1969,  the  year 
entered  the  nuclear  business.  In 
losses  have  mounted  to  $215  mil- 
ith  capital  tied  up  in  the  business- 
hing  $211  million  last  year.  "We 
ing  the  effects  of  low  contract 
and  large  cost  increases,"  says 
n  T.  England,  vice  president  for 


corporate  affairs  and  general  counsel  at 
Exxon  Nuclear. 

To  put  the  red  ink  into  perspective,  for 
a  company  as  huge  as  Exxon  it  is  little 
more  than  a  pinprick.  Exxon's  $28  bil- 
lion in  gross  revenues  in  the  first  quarter 
of  1980  put  it  far  ahead  of  General  Mo- 
tors as  the  world's  largest  industrial  con- 
cern. On  an  annual  basis,  Exxon's  rev- 
enues far  exceed  the  gross  national  prod- 
uct of  Sweden.  On  a  canvas  that  huge, 
$215  million  in  losses  shows  up  as  a 
mere  dot.  The  losses  were  not  big  enough 
to  stop  Exxon's  profits  from  rising  102% 
in  the  first  three  months  of  this  year. 

Still,  the  nuclear  setback  has  been 
painful  enough  for  Exxon  to  abandon  its 
decade-long  effort  to  become  a  leader  in 
nuclear  technology.  Two  of  Exxon's  ma- 
jor nuclear  research  programs,  centrifuge 
enrichment  and  reprocessing,  have  been 
scrapped.  A  third,  its  privately  funded 
laser  enrichment,  is  likely  to  stop  at  the 
end  of  the  year. 

One  of  the  biggest  political  blows  for 
Exxon  Nuclear  was  in  centrifuge,  a  pro- 
cess for  enriching  uranium.  Exxon  had 
spent  $35.3  million  on  centrifuge  re- 
search to  carve  out  a  leading  role  in  the 
technology.  As  a  result,  the  company  had 
high  hopes  of  being  chosen  by  the  gov- 
ernment to  manufacture  centrifuge  ma- 
chines for  use  in  government-owned  ura- 
nium enrichment  plants. 

But  the  Department  of  Energy  an- 
nounced last  August  that  it  had  selected 
three  other  firms — Boeing,  Garrett  and 


Goodyear — to  do  the  work.  "It  was  to 
our  considerable  astonishment  that  we 
were  not  selected,"  says  England.  "We 
felt  we  had  the  finest  scientific  team." 

Alas,  the  real  reason  for  Exxon's  rejec- 
tion was  not  the  quality  of  its  research.  It 
was  a  political  decision.  Exxon  was  un- 
der attack  on  antitrust  grounds  for  its 
$1.2  billion  purchase  of  Reliance  Electric 
Co.  The  attitude  toward  the  company  in 
government  circles  had  turned  sour. 
"Exxon  Nuclear  may  have  been  a  casual- 
ty of  the  Reliance  acquisition,"  says  one 
Exxon  executive. 

Whatever  the  reason,  the  announce- 
ment caused  Exxon  to  disband  the  team 
working  on  centrifuge.  It  also  added  the 
$35.3  million  to  its  research  losses. 

In  laser  enrichment,  Exxon's  dollar 
losses  were  greater.  Since  1971  Jersey 
Nuclear- Avco  Isotopes,  Inc.,  a  joint  ven- 
ture of  Exxon  Nuclear  and  Avco  Everett 
Research  Laboratory,  Inc.,  has  spent  $69 
million  to  advance  the  technology.  The 
company  planned  to  begin  construction 
of  a  laser  enrichment  pilot  plant  late  last 
year,  and  had  filed  a  licensing  application 
in  1976  with  the  government. 

But  after  much  hemming  and  hawing, 
the  DOE  and  the  State  Department  have 
unofficially  agreed  that  private  compa- 
nies should  not  be  involved  in  the  tech- 
nology at  all.  Without  a  stake  in  the 
action,  Exxon  reasoned  that  further  re- 
search spending  would  serve  little  pur- 
pose. As  a  result,  Exxon  has  asked  the 
government  to  continue  funding  for  the 
entire  program — the  scientific  team  and 
the  technology.  If  the  government  does 
not  pick  up  the  tab  by  the  end  of  1980, 
Exxon  may  close  down  the  project. 

In  nuclear  fuel  reprocessing,  the  story 
is  similar.  After  putting  together  a  re- 
search team  and  spending  $42.5  million 
to  develop  reprocessing  technology, 
Exxon  was  again  stung  when  President 
Carter  decided  to  indefinitely  defer  all 
commercial  reprocessing  programs  in 
the  U.S.  As  of  December  1977  Exxon 
ended  all  of  its  reprocessing  work  with 
the  exception  of  one  DOE  contract. 

One  after  another,  these  political  set- 
backs have  had  a  chilling  effect  on  Ex- 
xon's willingness  to  throw  more  good 
money  after  bad.  The  company  now  be- 
lieves its  own  experience  could  set  the 
pattern  for  other  big  companies.  "One 
has  to  question  whether  anyone  in  pri- 
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vate  industry  would  step  forward  and 
invest  [in  these  areas|  when  policy  might 
change  again,"  says  England. 

Despite  the  gloomy  prognosis  for  re- 
search, Exxon  remains  optimistic  about 
its  uranium-mining  and  fuel-manufactur- 
ing efforts.  For,  while  orders  for  new 
power  plants  have  dried  up  in  the  U.S., 
uranium  will  still  he  needed  to  fuel  exist- 


ing reactors  and  those  heing  built.  The 
company  predicts  that  the  worldwide- 
market  for  its  uranium  and  fuel  rods  will 
more  than  double  over  the  next  decade. 

All  this  raises  some  vexing  questions. 
To  what  extent  do  the  American  people- 
want  politics  to  interfere  with  technolo- 
gy? If  Exxon  is  so  big  that  it  should  be 
frozen  out  of  businesses  other  than  oil, 


isn't  this  a  question  that  should  be  de 
ed  in  Congress  rather  than  in  tha 
reaucracy?  A  note  of  vexation  creeps! 
Bennett's  smooth  New  England, 
dences.  "By  this  time,"  Bennett  I 
"we  had  hoped  to  have  an  integri 
well-rounded  nuclear  capacity.  The 
crnment  simply  doesn't  want  us 
business." 


Meanwhile,  back 
at  the  oil  company— 
the  Saudi  advantage 


j 


UST  ANOTHER  $75  MILLION — Small 

change — and  Exxon  would  have 
coined  $2  billion  in  the  tirst  quar- 
ter of  1980.  That's  more  than  it  ever 
made  in  a  full  year  prior  to  the  day  OPEC 
decided  the  price  of  oil  would  be  what- 
ever OPEC  said.  All  of  Exxon's  oil  areas 
showed  strength.  In  the  U.S.,  exploration 
and  production  earnings  were  up  74%,  to 
$538  million.  The  gains  were  even  bigger 
in  domestic  refining  and  marketing, 
where  earnings  rose  from  $38  million  to 
$118  million  Abroad,  Exxon's  foreign 
exploration  and  production  activities 
shared  the  increases,  rising  38%,  to  $567 
million.  Foreign  refining  and  marketing 
soared  108%,  to  $410  million. 

Oilmen  are  understandably  ambiva- 
lent about  this  kind  of  thing.  High  profits 
are  nice.  That's  the  way  you  keep  score 
in  business,  isn't  it?  But  they  also  bring 
Jane  Fonda  and  Ralph  Nader  down  on 
you,  so  big  profits  cut  both  ways. 

Thus,  when  we  interviewed  Exxon 
Chairman  and  CEO  Clifton  C.  Garvin  Jr. 
earlier  this  month,  we  found  him  in  a 
thoughtful  mood — not  apologizing  for 
the  profits  but  not  bragging  about  them 
either.  He  pointed  out  that  30%  of  Exx- 
on's gain  over  the  1979  quarter,  $314 
million,  was  due  to  accounting  rules  re- 
lated to  the  perlormance  of  the  dollar. 
These  factors,  he  emphasizes,  have  little 
meaning  in  measuring  the  company's 
operating  performance  tor  the  quarter. 
1  le  is,  of  course,  right. 

Garvin  said  the  big  reason  for  the 
across-the-board  gains  in  oil  was  the 
tightening  in  world  oil  markets  that  en- 
abled OPEC  to  double  prices.  As  a  result, 
he  says,  "Governments  realized  they  had 
to  let  [higher  oil]  costs  be  passed 
through." 

Another  reason  for  the  huge  jump  in 
Exxon's  refining  and  marketing  earnings 
has  been  its  "Saudi  advantage."  That  re- 
fers to  the  oil  Exxon  has  access  to 
through  its  partnership  in  the  Arabian 
American  Oil  Co.  Three  other  compa- 


nies, Mobil,  Texaco  and  Standard 
California,  are  ARAMCO  partners. 

The  ARAMCO  companies  have  el 
sive  access  to  7.2  million  barrels  of  j 
day,  now  at  $26  a  barrel,  about  $8.50 
than  the  average  spot  market  price.  | 
on's  share  of  ARAMCO  oil  is  2.2 
barrels  a  day,  50%  of  its  total  supply 

Garvin  estimates  that  in  the  first* 
ter  the  amount  of  earnings  due 
Saudi  advantage  "might  have  been  I 


ARAMCO  s  edge 


A  key  factor  in  the  soaring  profits  of  Exxon  and  its  partners  in  ARAMCO 
(Mobil,  Texaco,  SoCal)  is  their  exclusive  access  to  "low-cost"  Saudi  Arabian 
crude.  High  as  it  is  by  historical  standards,  the  Saudi  price  to  ARAMCO  isl 
bargain  compared  with  the  price  others  pay,  even  more  so  compared  with  dgl 
world  spot  price,  thus  widening  their  margins  on  refined  products. 


.."  Some  Exxon  critics  say  the 
advantage  is  worth  as  much  as 
lillion  a  month  to  each  of  the 
CO  partners,  but  Garvin  demurs, 
its  out  that  the  Saudis  raised  their 
es  twice  last  year,  once  retroac- 
He  believes  the  same  could  hold 

the  first  1980  quarter  if  the  Sau- 
ed  prices  retroactively  this  year, 
istantinc  Fliakos,  an  oil  analyst  at 

Lynch,  says  that,  for  example, 
he  Saudis  increased  the  price  of 
1  to  $24  last  Dec.  15,  it  was  retro- 
jnly  to  Nov.  t.  So,  the  retroacti- 
't  100%. 

jlace  where  the  Saudi  advantage 
n  greatest  for  Exxon  is  in  Western 
In  most  European  countries,  the 
ly  can  sell  its  oil  products  at 
:hat  reflect  the  higher  oil  costs 
d  by  other  companies.  Garvin  ac- 
dges  that  the  fat  increase  in  Eu- 


S  _ 


gasoline  was  93.6  cents,  about  2  cents  a 
gallon  below  the  national  average. 

Whatever  the  role  of  the  controversial 
Saudi  advantage,  it  may  be  short-lived. 
The  Saudis  are  said  to  be  planning  to 
increase  their  oil  prices  again.  Says  Gar- 
vin, "It  is  my  personal  belief  they  will 
raise  prices  to  meet  the  average." 

If  the  Saudis  do  that,  Exxon  will  con- 
tinue to  realize  improved  margins  on  so- 
called  "indigenous  crude,"  oil  that  the 
company  owns.  About  32%  of  all  Exx- 
on's oil  falls  into  this  category. 

Every  time  the  world  oil  price  goes  up, 
so  does  the  price  of  the  company's  new 
production  in  the  North  Sea,  Malaysia 
and  other  foreign  countries.  In  the  U.S., 
Exxon's  share  of  Alaska  North  Slope  oil 
now  averages  232,000  barrels  a  day.  The 
improved  profitability  on  this  oil  was  a 
big  reason  for  Exxon's  $538  million  in 
profits  from  domestic  oil  production  in 
the  last  quarter. 

But  the  long  string  of  earnings  gains  is 
finally  slowing.  Like  other  oil  compa- 
nies, Exxon  was  also  helped  in  the  first 
three  months  of  1980  by  the  absence  of 
the  windfall  profits  tax,  which  did  not 
take  effect  until  March.  For  the  rest  of 
the  year,  the  profits  of  all  oil  companies 
will  reflect  the  full  burden  of  the  tax. 

For  Exxon,  the  bite  will  be  huge.  Even 
with  decontrol  of  oil  prices,  Garvin  says 
that  Exxon  will  increase  its  cash  avail- 
ability this  year  by  a  modest  10%.  The 
rest  of  the  price  gain,  he  says,  will  flow  to 


federal  or  state  governments. 

Still,  Exxon  now  has  a  huge  cash 
flow — $200  million  or  so  a  week.  A  likely 
area  of  investment  may  be  synthetic  fu- 
els. Exxon  has  had  extensive  recent  dis- 
cussions on  the  subject  with  Energy  Sec- 
retary Charles  W.  Duncan  Jr.  If  regula- 
tory changes  are  favorable,  Exxon  may 
soon  move  on  some  long-delayed  domes- 
tic projects.  For  the  moment,  Garvin  is 
noncommittal.  "I'd  like  to  see  things 
move  faster  than  they  are,"  he  says. 

When  he  is  asked  about  future  oil  strat- 
egy, Garvin  clearly  prefers  to  focus  on 
the  company's  biggest  current  oil-explo- 
ration play,  offshore  Alaska.  Exxon  ex- 
ploration experts  believe  the  most  prom- 
ising areas  for  future  large  U.S.  oil  finds 
are  the  Bering  and  Beaufort  seas.  Unlike 
many  other  oil  companies,  Exxon  is  not 
enthusiastic  about  current  onshore  areas, 
including  the  Overthrust  Belt. 

The  discussion  returns  to  those  spec- 
tacular profits.  Would  Garvin  hazard  a 
projection  for  the  rest  of  the  year? 
"There  is  no  reason  to  believe,"  he  says, 
"that  earnings  will  be  under  1979,"  even 
with  the  windfall  profits  tax.  Will  Exxon 
be  able  to  sustain  its  huge  domestic 
gains?  "I  don't  see  them  going  down,"  he 
says.  Which  means  he  will  continue  to 
hear  complaints  about  "obscene  profits." 

He  grows  reflective:  "The  fact  that  we 
make  only  5  cents  a  gallon  on  gasoline  is 
something  most  people  still  don't  want 
to  face."— Carol  E.  Curtis 


General  Motors  reported  huge  profits  during 
the  1970s.  But  was  GM — and  much  of  U.S. 
industry— just  living  off  capital? 


hairman  and  CEO  Garvin 
tits  a  gallon  adds  up. 

s  the  main  factor  behind  Exxon's 
ilarly  profitable  foreign  refining 
rketing  profits  last  year,  which 
rom  $563  million  to  $1.5  billion, 
irvin,  "Countries  [in  Europe]  be- 
have concern  about  crude  sup- 
and    they    permitted  passing 

of  higher  crude  costs.  This  per- 
:he  higher  return." 
xon's  share  of  Saudi  oil,  340,000 
a  day  flow  to  the  U.S.  On  this  oil 
is  been  no  Saudi  advantage,  Gar- 
nts  out,  because  under  govern- 
iles,  a  company  like  Exxon  must 
wer  oil  costs  through  in  lower 
>r  gasoline  and  other  oil  products. 
:r,  there  is  still  an  important  ad- 

to  Exxon's  U.S.  operations  from 
di  crude.  By  enabling  Exxon  to 
n  slightly  lower  prices  at  the 
lan  many  other  companies,  Saudi 
inhances  Exxon's  market  share 
ice  its  profits  indirectly.  In  late 
exon's  wholesale  price  for  regular 


Why  GM  cut 
its  dividend 


By  Paul  Gibson 


It  didn't  seem  necessary.  General 
Motors  could  easily  have  maintained 
its  $1.15  quarterly  dividend  rather 
than  cutting  it  back  to  60  cents.  The 
parent  company  has  relatively  little  debt 
and  went  into  this  year  with  working 
capital  of  $6.7  billion,-  its  cash  and  mar- 
ketable securities  amounted  to  $10.32  a 
share.  Optimists  on  the  auto  industry 
have  been  talking  about  earnings  of  $20  a 


share  and  better  for  GM  by  1983. 

Why,  then,  the  sharp  cut  in  the  divi- 
dend? It's  our  bet  that  management 
wants  to  let  shareholders  and  employees 
alike  understand  that  GM  and  the  rest  of 
its  industry  is  in  no  mere  cyclical  slump. 
Beyond  the  huge  capital  needs  for  down- 
sizing their  product,  the  U.S.  auto  indus- 
try probably  faces  huge  outlays  for  mod- 
ernizing its  plant  and  equipment.  "No 
more  than  a  quarter  of  our  auto  plants  are 
modern  when  judged  by  world  stan- 
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dards,"  says  Donald  Kress,  a  former  Ford 
executive  who  was  with  the  Booz  Allen 
&  Hamilton  management  team  advising 
Chrysler  on  its  problems. 

Fake  Ford  Motor  Co.'s  showpiece,  its 
Rouge  assembly  plant  in  Dearborn, 
Mich.  Every  day  Ford  shows  it  off  to 
some  1,500  visitors  who  take  what  Ford 
calls  "The  Incredible  Factory  Tour."  In- 
credible is  right.  The  Rouge  plant,  Ford's 
largest,  dates  back  to  1918.  The  Rouge 
isn't  unique  in  being  so  old.  Ford  in  the 
U.S.  operates  some  18  assembly  plants. 
Their  average  age:  29  years.  Of  GM's  26 
domestic  assembly  plants  only  3  were 
built  since  1965,  and  1,  Buick's  in  Flint, 
Mich.,  dates  back  to  1903.  The  Japanese, 
by  contrast,  are  producing  cars  in  fac- 
tories that  are  very  infrequently  as  much 
as  ten  years  old. 

It  isn't  only  that  so  many  U.S.  plants 


when  the  tire  industry  awoke  to  discover 
foreign  competition — in  that  case  Mi- 
chelin — had  reinvented  the  tire. 

Robert  Anderson,  a  former  Chrysler 
executive  and  chairman  of  Rockwell  In- 
ternational, a  major  auto-parts  supplier, 
likes  to  cite  another  problem.  "'A  large 
share  of  the  money  that  could  be  putting 
new  technology  to  work  in  day-to-day 
operations,-"  says  Anderson,  "has  been 
siphoned  off  to  meet  an  ever  increasing 
load  of  government  regulation."  Thank 
you,  Ralph  Nader.  Cars  are  a  bit  safer 
now.  And  so  expensive  that  the  market 
is  shrinking. 

But  isn't  Detroit  into  its  biggest  cap- 
ital-spending spree  ever  and  about  to 
solve  all  those  problems?  Starting  this 
year  and  stretching  out  until  1985,  the 
Big  Three  had  planned  to  spend  some 
$60  billion,  almost  $10  billion  more 


Assembling  parts  for  a  small  engine  at  Ford's  renovated  plant  in  Dearborn,  Mich 
Accustomed  to  replacing  manpower  with  machines,  Japan  can  land  a  car  here 
for  $  1,000  less  than  it  costs  Detroit  to  build  a  comparable  vehicle. 


are  old,  multistoried,  small  and  ineffi- 
cient. According  to  Chrysler  Executive 
Vice  President  Harold  Sperlich,  his  com- 
pany, which  last  year  was  using  1 1 
plants,  needs  at  most  5.  For  the  whole 
industry  Sperlich  figures  only  about  30 
plants  are  needed.  This  means  another 
30  may  be  shuttered  permanently,  a  far 
larger  cutback  than  Detroit  has  yet  an- 
nounced. Such  a  downsizing  of  Detroit 
itself  may  involve  sizable  writeoffs.  This 
could  plague  earnings  throughout  the 
1980s  as  it  did  Akron's  in  the  1970s, 


than  they  spent  in  the  previous  15  years 
combined.  GM  alone  is  budgeting  $7 
billion  annually.  Only  last  fall,  Forbes 
was  predicting  a  fairly  fast  turnaround 
for  Ford.  When  it  was  selling  in  the  40s, 
nearly  twice  the  present  level,  that  bril- 
liant moneyman  John  Templeton  was 
calling  Ford  Motor  one  of  his  favorite 
stocks.  Only  recently  auto  analyst  David 
Eisenberg  of  Sanford  Bernstein  &  Co. 
was  predicting  that  General  Motors 
would  be  earning  $22  a  share  by  1983. 
Downsizing  would  do  it  all.  The  U.S. 


carmakers  would  be  supreme  again 
Now  people  are  not  so  sure. 
The  economic  crunch  is  cutting  d 
and  hurting  more  than  anyone  eve 
Detroit  expected.  As  Paul  Guy,  dir 
of  manufacturing  at  Ford,  recently 
Forbes,  "If  you  had  visited  here  I 
months  ago  I  could  have  told  you 
plans.  They  were  firm.  Now  I  don't  k| 
what  they  are." 

Besides  all  the  plant  layoffs,  tight  rj 
ey  has  already  forced  Ford  to  cancei 
$28  million  wind  tunnel.  This  may 
sound  like  much  of  a  cut  but  it  graphj 
ly  illustrates  how  tight  a  bind  these  d 
panies  are  getting  into.  Aerodynamil 
the  new  byword  in  the  auto  induj 
Lowering  a  car's  wind  resistance 
relatively  cheap  and  easy  way  to  at 
fuel  efficiency.  A  simple  struci 
change  can  be  like  slicing  off  a  to 
weight.  Lately  the  carmakers  have 
renting  time  in  Lockheed's  wind  tui 
in  Marietta,  Ga.  But  that  tunnel  wj 
built  for  cars,  and  trucking  full-size 
models  between  Michigan  and  Geo 
can  tie  up  a  design  staff  for  weel 
a  time. 

Money  aside,  there  is  the  questia 
when  the  U.S.  manufacturers  can  c 
up  with  the  Japanese  and  the  Gerrr 
By  the  time  Detroit  is  fully  geared  i 
turn  out  its  new  generation  of  cai 
sufficient  numbers,  the  foreigners 
have  brought  out  a  whole  new  gei 
tion.  In  Washington  there  are  plar 
extend  the  current  regulation  for 
fleet  of  cars  to  exceed  27.5  mpg  by 
Possible  new  targets:  50  mpg  in  199C 
85  mpg  in  1995. 

If  the  auto  industry  is  to  meet  t 
standards,  then  it  must  continue  \ 
level  spending  for  new  tools,  ligl 
weight  materials  and  more  fuel-effic 
engines.  Certainly  the  present  era 
plants  and  equipment  now  being  I 
won't  be  adequate.  Detroit  had  h 
these  would  last  ten  years  at  least.  1 
it's  having  second  thoughts. 

For  years  some  businessmen 
economists  warned  that  inflation 
distorting  economic  reality — that  e 
ings  were  less  than  they  seemed  t« 
that  depreciation  set-asides  were  gro 
inadequate,  and  that  industry,  Del 
included,  was  living  off  capital.  But  < 
gress  yawned,  and  most  people  sit 
shrugged  and  went  about  their  busii 
Now  the  pigeons  are  home  to  roost.  I 
Japanese  have  the  latest  equipment! 
we  haven't,  and  I'm  embarrassed," 
Robert  Stempel,  the  able  boss  of  0 
Pontiac  division. 

So  maybe  that  dividend  cut  has  a  s 
bolic  message  that  goes  well  beyoni 
cash  value.  But  it's  not  enough  for  it 
agement  to  face  reality.  Congress 
have  to  do  so,  too,  and  lighten  the  bit 
of  taxation  and  regulation  that  hav  I. 
but  ruined  what  used  to  be  the  wond 
the  industrial  world.  ■ 
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lagement  techniques  and  systems  analysis 
?  created  U.S.  armed  forces  that  may  be 
lent  but  are  not  very  effective. 

A  critical  view  of 
the  U.S.  military 
establishment 


As  I  See  It 


'  N.  Luttwak  of  the  Georgetown  Center  for  Strategic  &  International  Studies 
tountry  hasn't  had  a  major  successful  military  operation  in  30  years. 


Playing  "what's  wrong  with  the 
military?"  has  become  a  favorite 
American  game  since  the  embar- 
rassing failure  of  the  Tehran  rescue  mis- 
sion. Some  of  the  least  encouraging  an- 
swers come  from  Edward  N.  Luttwak,  a 
professional  military  analyst  who  has 
been  a  consultant  to  the  Secretary  of 
Defense  and  is  the  author  of  nine  books 
and  studies  of  war.  The  senior  fellow  at 
the  Georgetown  Center  for  Strategic  & 
International  Studies  has  criticized  the 
raid  to  free  the  hostages  in  Tehran,  not 
because  of  the  effort  but  because  of  its 
apparent  ineptness.  Forbes  put  some 
simple  questions  to  Luttwak  and  got 
some  pessimistic  answers. 

Luttwak:  Let's  start  with  the  things 
that  are  hard  and  physical.  The  fighter 
planes  of  the  Air  Force,  are  they  ready  to 
fly?  Are  the  ships  ready  to  sail?  Are  the 
radar  and  the  missile  launchers  ready  to 
function?  Are  they  maintained?  We  all 
know  it's  very  expensive  in  manpower 
and  spare  parts  to  keep  everything  work- 
ing 100%,  100%  of  the  time.  Readiness 
is  very  perishable;  like  French  bread,  you 
have  to  buy  it  every  day,  it  doesn't  last. 
So  100%  readiness  would  be  terribly 
wasteful,  but  we  have  to  keep  the  whole 
machine  going  at  considerably  better 
than  zero.  The  question  is,  how  much? 
For  this  purpose  targets  are  laid  down. 

Let's  say  70%  to  80%  of  top  fighters  in 
Europe  are  to  be  ready  at  all  times.  May- 
be in  the  States  it  is  60%,  ready  to  fly. 
When  you  look  at  what  they  want,  you 
find  a  big  gap.  In  practice  if  the  U.S.  has 
400  F-15  fighters,  to  make  up  a  number, 
it  has  only  150  ready  to  fly.  This  means 
you  are  spending  a  lot  of  money  to  buy 
aircraft  you  don't  actually  have.  They  are 
on  the  lists  but  not  actually  available  to 
shoot.  This  is  a  straightforward  problem, 
the  consequence  of  lack  of  money. 

In  the  Air  Force,  it  may  be  lack  of 
money  for  spare  parts  and  technicians.  In 
the  Navy  it  is  a  huge  shortage  of  techni- 
cians. The  Navy  is  supposedly  short 
10,000  to  15,000  technically  trained  pet- 
ty officers  and  men.  Naval  aviation  is  hit 
both  ways,  short  of  people  and  spare 
parts.  But  we  are  talking  here  only  of  the 
physical  readiness  of  equipment. 

There  is  a  second  question.  Are  these 
people  combat-ready  in  the  sense  that 
they  have  the  training,  the  experience, 
the  discipline  to  actually  fight?  Here  the 
picture  varies  considerably  from  service 
to  service.  The  low  average  mental  level 
of  Army  enlisted  manpower  and  the 
practice  of  the  Army  to  send  its  better 
people  into  maintenance  and  support 
and  management  and  administration, 
leaving  only  the  dregs  for  the  combat 
units,  means  that  what  we  have  in  those 
units  are  very  simple  people  using  very 
complicated  equipment.  The  only  way 
you  can  do  this  is  with  very,  very  rigor- 
ous training.  But  they  don't  do  very 
much  training.  They  mainly  sit  around 
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in  barracks  because  training  is  expen- 
sive. If  it's  artillery  you  have  to  shoot  it. 
If  it's  armor  you  have  to  move  it  and 
shoot.  So  you  have  people  of  low  mental 
categories  who  don't  do  much  training 
spending  a  lot  of  time  sitting  around  the 
barracks  and  therefore  don't  have  the 
competence.  They  don't  have  the  morale 
and  the  discipline,  which  is  a  function  of 
morale.  People  who  are  bored  and  idle 
will  not  be  disciplined. 

The  Army,  therefore,  is  in  very  bad 
shape.  It  seems  the  Marine  Corps  is  get- 
ting better  manpower,  more  dedicated, 
more  motivated,  and  spending  more  of 
its  money  on  more  intensive  and  more 
interesting  training. 

In  the  case  of  the  Navy,  it's  a  mixed 
picture.  Apparently  the  Navy  is  badly 
afflicted  by  the  loss  of  highly  trained 
technical  men  and  the  cascade  effect — if 
you're  short  of  technicians,  those  left 
have  to  work  harder,  spend  more  time  at 
sea,  and  this  creates  more  unhappiness, 
which  leads  to  more  shortage. 

The  Air  Force  has  much  less  of  this 
problem.  They  are  just  short  of  money 
for  spare  parts,  and  in  the  case  of  the 
Strategic  Air  Command,  short  of  money 
for  fuel  to  fly  their  planes. 

Forbes:  But  isn't  this  just  the  problem 
of  the  peacetime  military?  Any  peace- 
time military? 

Luttwak:  That  is  almost  an  excuse. 
The  truth  is,  we  are  in  the  position  of 
someone  who  is  trying  to  drive  a  car,  a 
very  powerful  car,  trying  to  drive  it 
sideways.  You  can't  do  it.  Sure,  we  are 
spending  SI 50  billion,  but  we  are  spend- 
ing in  a  way  that  is  structurally  wrong. 
You  see,  there  are  only  a  certain  number 
of  ways  you  can  get  men  and  train  them 
into  units. 

One  way  is  if  you  have  national  con- 
scription. As  a  matter  of  course  every  18- 
year-old  knows  and  expects  that  when 
he  reaches  his  birthday  he  will  go  into 
the  seivice. 

Another  way  is  to  have  a  truly  profes- 
sional army  where  you  set  very  high 
standards  for  admission  and  you  pay  very 
well.  That  way  you  pick  and  choose  and 
wind  up  with  wonderful  manpower  and 
have  no  training  or  discipline  problems. 
This  is  what  the  Indians  do.  It  is  a  very 
poor  country,  and  although  the  pay  of 
soldiers  is  low  by  our  standards,  by  In- 
dia's standards  it  is  high.  So  they  have  a 
truly  professional  army  and  get  the  very 
best  of  the  population  volunteering. 

The  third  kind  is  to  pick  up  the  dregs 
of  society,  scouring  the  saloons,  dragging 
them  off  the  streets  and  out  of  the  pris- 
ons. But  then  you  have  iron  discipline, 
court  martials,  no  appeals,  corporal  pun- 
ishment. You  make  up  with  iron  disci- 
pline what  you  don't  have  from  motiva- 
tion or  enthusiasm. 


The  current  American  military  force 
does  not  have  mass  conscription,  does 
not  have  the  high  standards  and  selectiv- 
ity of  a  truly  professional  army  and  does 
not  have  the  discipline  of  an  18th-cen- 
tury army.  It  falls  between  alternatives 
and  is  not  workable.  You  can  only  try  to 
get  capability  by  drowning  the  problem 
in  money,  but  we're  not  drowning  it  in 
money.  If  we  wanted  to  have  a  really 
effective  army,  with  the  present  struc- 
ture of  the  volunteer  army  we'd  have  to 
spend  S250  billion  a  year,  not  SI 50  bil- 
lion. The  volunteer  army  is  the  most 
expensive  way  of  getting  true  combat 
capability.  It  doesn't  work. 

Forbes:  Doesn't  our  technological  ad- 
vantage, better  weaponry,  make  up  for 
those  problems? 

Luttwak:  Technology  or  no  technolo- 
gy, in  the  reality  of  warfare  as  opposed  to 
paper  calculations,  the  intangibles  of 
leadership,  command  experience,  tacti- 
cal ingenuity,  morale  and  skill  of  troops 
are  much  more  important  than  materiel 
factors,  your  firepower,  mobility  and  so 


"A  broadly  capable  armed  en- 
emy, like  the  Soviet  Union, 
with  its  tanks,  artillery, 
mechanized  infantry,  its  gas 
forces,  will  not  be  defeated  by 
devices  of  narrow  ingenuity, 
by  gimmicks  like  the  wired 
missile  or  assault  breakers." 


on.  It's  not  that  these  intangibles — from 
leadership  to  skill — will  make  the  differ- 
ence of  10%  around  the  margin.  From 
everything  we  know  about  warfare,  an- 
cient and  modern,  these  intangibles  easi- 
ly dominate.  It's  not  10%  around  the 
margin,  it's  more  like  200%  to  300% . 

You  have  to  realize  this  is  a  very  gad- 
get-oriented society  and  the  military 
share  in  this  fascination.  We  have  so 
many  physicists  and  engineers  promi- 
nent in  our  top  defense  policymaking 
and  they,  of  course,  wildly  overestimate 
the  importance  of  gadgets.  Every  time 
we  finally  come  to  confront  the  reality  of 
the  Soviet  armored  threat,  we  think  seri- 
ously for  a  while  until  somebody  comes 
up  with  a  new  gadget  that  will  solve  the 
problem. 

A  few  years  ago  there  was  much  talk  of 
these  wire-guided  (antitank]  missiles. 
We'll  get  a  few  thousand  of  them  with  a 
few  thousand  men  and  they'll  go  behind 
a  few  thousand  trees  and  we'll  pick  off 
the  Russians  as  they  come.  Unfortunate- 
ly, in  war  the  technical  is  dominated  by 
the  tactical.  The  perfect  wire-guided- 
missile  kill  rate  of  90%  goes  to  50%, 
40%,  30%  or  20%  when  the  other  fellow 
is  shooting  at  the  fellow  with  the  mis- 
sile. And  the  armor  is  working  to  come 
behind  you,  and  then  the  missile  sudden- 
ly operates  at  10%. 


That  we  have  all  these  engineei 
physicists  in  our  defense  policymj 
men  who  are  so  enamored  of  tecl 
solutions,  is  a  disservice  because 
tracts  from  the  real  problem.  A  bi 
capable  armed  enemy,  like  the  ! 
army,  with  its  tanks,  with  its  art 
with  its  mechanized  infantry,  wij 
gas  forces,  will  not  be  defeated  by  d 
of  narrow  ingenuity,  by  gimmick 
the  wired  missile  or  the  assault  br 
The  assault  breaker  is  the  latest  g 
You  just  instrument  the  battlefiel 
you  sit  behind  and  press  buttons  a 
these  missiles  will  come  down  an 
everything  moving  on  it. 

FORBES:  Yet  our  equipment  us 
combat  by  allies  such  as  the  Israel 
been  superior  on  the  battlefield. 

Luttwak:  You  mention  the  Israe 
you  look  at  the  American  defense 
lishment,  it  is  full  of  engineers  and 
systems  analysts.  The  Israeli  defer 
tablishment  consists  largely  of  sc 
on  one  hand  and  clerks  on  the  othe 
clerks,  who  are  engineers  and  sciei 
serve  as  advisers,  strictly  subordin. 
lower  levels.  It's  not  incorrect  to  sa 
American  equipment  has  been  op 
better  by  the  Israelis  than  by  the 
and  deployed  better,  too. 

The  problem  is,  and  I  am  talkin 
civilian  analyst,  that  there  is  a  de 
ty,  a  real  deformity  at  the  very  cer 
our  defense  establishment.  Serious 
of  warfare,  on  the  art  of  warfare,  ha: 
suppressed  by  the  brutal  impositi 
analytical  techniques  which  me 
wonderfully  what  they  measun 
which  don't  happen  to  measure  thi 
ly  significant  aspects  of  war. 

The  tactical,  the  leadership,  th< 
rale,  the  skill,  are  so  much  more  i 
tant  than  the  material  things.  Yt 
different  techniques  we  use,  the  sy 
analysis,  the  programming,  all  cs 
only  the  material  aspects. 

Forbes:  For  example? 

Luttwak:  An  example:  Even,'  { 
who  has  seriously  studied  war  li 
that  it  is  critically  important  to  allc 
combat  unit  to  develop  kinship  an> 
danty.  Men  under  fire  don't  figj 
their  country;  they  fight  for  then 
dies.  Everyone  knows  this  and  eve 
rious  army  makes  it  a  point  to  hav 
stable  structures,  regiments  and  tta 
But  that  is  not  efficient.  For  simpl 
ciency  you  want  to  have  all  the  mai 
er  in  a  big  pool  and  send  the  cor 
trained  person  where  he  is  needed 
But  when  you  move  the  guy,  yc 
disrupting  two  organizations;  and 
is  no  way  you  can  put  the  morale 
terribly  important  but  completel 
measurable  development  of  solida 
into  those  computers. 

If  you  look  at  our  Army  units,  j| 
see  what  enormous  turbulence  th« 
People  come  and  go  all  the  time.  OJ 
nies,  battalions,  platoons  are  n(j) 
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s  of  men,  not  a  social  group  at  all; 
ire  just  an  administrative  box  into 
i  manpower  is  flown  in  and  out. 
is  one  of  many  different  examples 
same  phenomenon,  efficiency  ver- 
fectiveness.  The  conflict  between 
in  efficiency  and  military  effective- 
oins  right  down  the  organization, 
ict  is  different  from  civilian  activ- 
id  leadership  in  war  is  totally  differ- 
om  management.  Our  people  are 
*ers  in  uniform.  Actually,  the 
ican  armed  forces  are  very  effi- 
they  just  aren't  very  effective. 
BES:  Would  you  have  any  evidence 
it? 

twak:  The  whole  Vietnam  War. 
g  the  entire  conflict  the  efficiency 
lerican  military  organizations  was 
mtly  manifested.  The  efficiency  of 
lunications,  the  efficiency  with 
firepower  was  administered,  the 
ncy  of  transportation  and  distribu- 
)f  medical  services;  but  it  was  just 
1  effective  war  machine.  The  fire- 
,  so  efficiently  administered,  was 
fective  because  the  enemy  refused 
emble  in  conveniently  targetable 
d  formations.  Less-efficient  and 
lanagerial  officers  would  have 
d  to  find  a  method  of  war  capable 
ling  with  people  who  refuse  to  as- 
t  in  conveniently  targetable 
d  formations  instead  of  concen- 
l  on  improving  the  efficiency  of 
irepower. 

lies  are  not  efficient;  armies  are 
ly  inefficient;  armies  are  wasteful, 
it  should  be. 
ses:  What  should  we  do? 
wak:  Shake  them  up  a  little.  Come 
>s  with  the  fact  that  this  country 
carried  out  a  single  major  success- 
iitary  operation  in  the  last  30  years, 
entions  the  Inchon  landing  in  the 
1  War  as  being  that  last  success.] 
t  this  fact  instead  of  pushing  it 
the  rug. 

second  part  is  to  realize  that  the 
forces  have  deviated  from  the  true 
exercise  and  tactics  of  warfare  and 
le  managerial  institutions,  largely 
'ned  with  the  management  of  per- 
and  equipment,  contemptuous  of 
t  of  war  and  indifferent  to  every- 
that  is  of  war,  like  tactics  and 
ions.  Recognize  these  things  and 
love  on  reform. 
8ES:  Such  as? 

wak:  One,  for  example,  would  be 
uce  the  number  of  officers.  [He 
there  is  one  officer  today  for  each 
listed  men,  including  noncoms.j 
ter  still,  greatly  increase  the  man- 
but  don't  increase  the  officers, 
officers  are  layer  upon  layer  upon 
jf  management,  which  slows  ini- 
,  slows  decisionmaking,  compli- 


cates any  development.  Now  we  have  a 
queue  of  ten  people  wanting  to  command 
each  battalion.  The  way  we  accommo- 
date them  is  that  the  tours  of  command- 
ers are  very  short.  This  prevents  the  unit 
from  stabilizing  under  a  leader.  It  vio- 
lates good  military  practice. 

Forbes:  Why  do  you  criticize  the  raid 
on  Iran? 

Luttwak:  It  was  an  unsound  military 
plan  that  contradicts  the  four  magic  rules 
for  commando  operations. 

One:  Take  a  man's  force  to  do  a  boy's 
job.  Because  you  are  inferior  overall,  you 
must  be  very  superior  at  the  point  of 
contact;  97  Germans  against  4  terrorists 
at  Mogadishu  [the  commando  attack  on 
a  hijacked  airliner  in  Somalia];  150  Israe- 
li troops  against  60  Ugandans. 

Two:  Combat  risks  being  so  high,  no 
technical  risk  whatsoever  is  acceptable. 
If  you  land  in  fragile  helicopters  and  you 
need  6,  you  take  12,  18 — not  8. 

Three:  In  all  commando  operations 


there  is  only  one  commander  and  he  is 
on  the  spot.  He  doesn't  need  satellite 
communications  because  the  only  infor- 
mation he  can  send  back  is  so  sketchy 
and  vague  that  any  direction  he  gets 
from  above  is  bound  to  mislead. 

Four:  The  abandonment  of  the  dead,  of 
secret  documents  and  intact  helicopters 
is  contrary  to  all  the  customs  of  war  and 
the  usages  of  the  service.  This  has  a 
powerful  effect  in  intensifying  the  great 
loss  of  prestige  that  the  country  has  suf- 
fered as  a  result  of  this  debacle.  A  power- 
ful effect.  God  knows  how  many  Israeli 
commando  operations  have  failed  over 
the  years,  aborted.  God  knows,  but  the 
enemies  of  the  Israelis  don't,  because  the 
Israelis  left  no  tracks. 

This  plan  was  a  manifestation  of  the 
perverted  use  of  military  power,  a  perver- 
sion of  the  rules,  the  stripping  of  the 
combat  content  from  a  commando  oper- 
ation, which  must  be  a  combat  operation 
by  nature.  ■ 


Social  Security,  says  this  financial  expert,  is 
run  in  a  way  that  diminishes  our  living  stan- 
dard and  promises  to  reduce  it  much  further 

The  shocking 

shape  of 
things  to  come 


likely  to  occur  only  if  thoughtful  business 
people,  like  the  readers  of  Forbes,  who 
understand  the  difference  between  re- 
sponsible and  irresponsible  finance,  de- 
mand it.  Perhaps  you  noticed  that  the 
Republican  candidates  for  the  presidency 
debated  Social  Security  in  New  Hamp- 
shire, and  it  was  perfectly  obvious  that 
not  one  of  them  understands  the  basic 
problem.  The  Republicans! 

As  it  stands  today,  Social  Security  is 
simply  an  income  transference  scheme. 
A  payroll  tax  is  levied,  taking  money 
away  from  workers  and  their  employers, 
and  the  proceeds  are  given  to  Social  Se- 
curity beneficiaries.  Nearly  all  of  the  pro- 
ceeds are  consumed.  Nothing  is  invested. 

To  understand  why  this  can't  go  on 
indefinitely  we  have  to  understand  what 
productive  investment  really  is.  Under  a 
private  financial  system  productive  peo- 
ple who  are  currently  producing  more 
than  they  need  or  desire  to  consume,  and 
who  wish  to  provide  for  their  future 


By  Ashby  Bladen 


At  the  American  Council  of  Life 
Insurance  annual  meeting  in 
Washington  in  December  1978, 
there  was  a  debate  about  that  much  over- 
worked topic,  Social  Security,  between 
Professor  Martin  Feldstein  (who  is  one  of 
my  heroes  because  he  is  almost  unique 
among  professional  economists  in  his 
understanding  of  the  way  our  financial 
system  really  works)  and  the  famous  lib- 
eral economist  Joseph  Pechman..  Mr. 
Pechman  finally  admitted  that  there  is 
indeed  a  problem  with  Social  Security; 
but,  he  asked,  if  it  won't  become  a  crisis 
for  a  quarter-century  or  more,  why 
should  this  Congress  worry  about  it?  The 
answer,  of  course,  is  that  failing  to  face 
up  to  it  amounts  to  misleading  young 
people  about  the  standard  of  living  they 
can  expect  to  have  after  they  retire.  A 
timely  and  orderly  transition  to  a  finan- 
cially viable  Social  Security  system  is 


needs,  transfer  purchasing  power 
through  time.  They  usually  do  that  by 
making  deposits  with  financial  institu- 
tions— banks,  life  insurance  companies 
and  the  like — that  pay  a  rent,  called  in- 
terest, for  the  use  of  their  savings,  and 
repay  the  principal  whenever  the  savers 
need  or  desire  to  spend  their  savings. 

For  its  part,  the  private  financial  sys- 
tem transfers  purchasing  power  from  the 
savers,  who  are  currently  producing 
more  than  they  need  or  wish  to  spend,  to 
the  investors  who  have  an  opportunity 
to  buy  and  put  to  profitable  use  the  cap- 
ital goods — such  as  tools,  factories, 
trucks  and  bridges — that  make  human 
efforts  more  efficient  and  productive.  It 
is  the  increased  productivity  that  these 
capital  goods  provide  that  makes  it  pos- 
sible for  investors  to  pay  savers  a  rent  for 
the  use  of  their  savings. 

All  this  is  elementary  eco- 
nomics, but  that's  my  point: 
Our  present  Social  Security  sys- 
tem ignores  basic  economics. 
The  main  shortcoming  of  the 
Social  Security  system  is  that  it 
accomplishes  neither  of  the  de- 
sirable transfers  of  purchasing 
power  that  we  just  discussed. 
Since  it  is  financed  by  a  payroll 
tax  upon  current  productive  ef- 
forts, it  does  not  transfer  pur- 
chasing power  through  time, 
nor  does  it  accumulate  savings 
that  can  be  used  to  finance  pro- 
ductive real  investments.  What 
it  does  do  is  supplant  much  of 
the  savings  that  people  would 
otherwise  make  in  order  to  pro- 
vide for  their  own  future  needs 
and  responsibilities.  No  signifi- 
cant amount  of  financial  or  real 
assets  have  been  accumulated  to 
make  good  on  the  Social  Securi- 
ty system's  promises.  Neverthe- 
less, as  long  as  you  believe  that 
the  promises  will  be  kept,  it 
makes  sense  to  reduce  propor- 
tionately the  savings  that  you  would  oth- 
erwise make  for  your  old  age  and  enjoy 
the  good  things  of  life  now.  Martin  Feld- 
stein  has  estimated  that  the  existence  of 
the  pay-as-you-go  Social  Security  system 
has  reduced  our  national  savings  rate  by 
about  50%  and  is  thus  largely  responsible 
for  our  appallingly  low  level  of  real  in- 
vestment that  is  causing  our  economy  to 
become  uncompetitive  with  countries 
like  Germany  and  Japan,  where  the  per- 
sonal savings  rate,  as  a  percent  of  in- 
come, is  several  times  higher  than  it  is 
here.  Indeed,  when  we  take  account  of 
the  fact  that  the  historical-cost  basis  of 
depreciating  capital  assets  falls  far  short 
of  providing  their  replacement  costs  in 
an  era  of  severe  inflation,  the  U.S.  on 
balance  is  probably  consuming  capital. 
Like  Great  Britain,  we  are  living  off  past 
savings. 

The  amount  of  savings  that  the  Social 


Security  system  has  displaced  is  not  pea- 
nuts. If  a  private  financial  institution, 
like  a  life  insurance  company,  had  made 
the  promises  that  Social  Security  has 
made,  it  would  have  accumulated  a  fund 
out  of  savings  that  would  be  $2  trillion  to 
$4  trillion  larger  than  the  assets  of  the 
Social  Security  system.  A  full  year's  na- 
tional income  is  about  $2  trillion.  If  we 
had  made  anything  like  that  much  addi- 
tional investment  in  productive  facilities 
during  the  last  45  years,  our  national 
standard  of  living  would  probably  not  be 
falling  today. 

The  final  problem  with  Social  Security 
is  not  a  fundamental  one  but  rather  a  fact 
of  political  life.  When  a  mutual  life  insur- 
ance company  like  the  one  I  work  for 
makes  a  promise  of  benefits  in  the  fu- 
ture, it  assumes  that  just  about  every- 


thing  that  could  go  wrong  will,  and  it 
charges  a  premium  that  will  almost  cer- 
tainly be  more  than  adequate.  Then,  as 
time  reveals  how  much  of  the  premium 
was  unnecessary,  the  excess  is  refunded 
as  a  policyholder's  dividend,  while  the 
basic  premium  remains.adequate  to  pro- 
vide the  promised  benefit  under  almost 
any  conceivable  circumstances. 

Politicians,  on  the  other  hand,  set  pay- 
roll taxes  at  the  lowest  level  they  think 
they  can  get  away  with  if  nothing  much 
does  go  wrong.  And  they  have  yet  to 
grapple  with  the  fact  that  the  American 
people  had  a  lot  of  children  after  World 
War  II  who  will  be  ready  to  retire  in  the 
early  2000s  and  seem  to  have  chosen  fun 
and  careers  rather  than  children.  So  by 
the  turn  of  the  century  there  will  be 
relatively  fewer  working  people  to  pay 
the  Social  Security  taxes  and  support  the 
retirees.  During  the  rest  of  this  century, 


it  is  estimated  there  will  be  about 
workers  supporting  each  retired  pei 
and  the  Social  Security  system  will 
tinue  to  work.  By  the  year  2025  the 
will  be  about  3-to-l,  and  it's  virti 
impossible  that  the  present  system 
continue  to  work. 

Last  year  the  payroll  tax  rate  for  al 
Social  Security  programs  was  6.13( 
covered  payrolls  for  both  employer 
employee,  or  12.56%  in  total.  It  issc 
uled  to  rise  to  15.30%  in  1990  am 
main  there  in  subsequent  years.  Bq 
Haeworth  Robertson,  who  was  chiej 
tuary  of  the  Social  Security  Adminij 
tion  until  1978,  has  estimated  thi 
will,  in  fact,  have  to  rise  to  at  least  j 
by  the  year  2025.  That,  I  submit,  is  rrj 
too  high.  Long  before  we  reach 
point  a  great  many  people  will  1 
ceased  to  work  at  all,  or 
have  moved  into  the  subtt 
nean  economy.  And  since  \ 
counts  is  the  total  tax  buri 
shifting  some  of  it  from  thet 
roll  tax  to  the  income  tax  w 
not  alter  the  fundamental  si 
tion  in  any  appreciable  way 
To  sum  up:  The  real  pur 
of  productive  investment  \\ 
transfer  purchasing  po| 
through  time,  to  postpone 
sumption  today  to  make  pj 
ble  greater  production  in 
future.  Social  Security  as  i 
ticed  in  this  country  now! 
attempt  both  to  eat  the  i 
and  to  have  it  later.  Even  a  d 
can  see  that  won't  work.  Un 
we  can  find  ways  to  make  Sc 
Security  more  than  a  C 
scheme  for  the  transfer  of 
sumption  from  one  group  td 
other  and  transform  it  in] 
true  savings  program,  we 
building  up  a  mess  for  thd, 
ture  that  may  make  mfla 
and  the  energy  crisis  look  li| 
piece  of  pie. 
Paying  the  Social  Security  benefitsi 
not  become  an  acute  problem  untill 
early  years  of  the  next  century;  bu 
nancing  Social  Security  out  of  taxes  u 
current  productive  efforts — instead  c 
savings — is  already  having  a  signinj 
impact  upon  the  American  standarl 
living.  Sometime,  somehow  and  ft 
soon,  Social  Security  is  simply  goinj 
have  to  be  financed  just  like  private] 
sions,  through  saving  and  productivt 
vestment;  or  else  our  standard  of  lrj 
will  really  go  to  pot  and  Social  Secu 
benefits  will  ultimately  prove  to  be) 
sustainable.  I'll  be  having  more  to  sal 
the  financial  crises  facing  the  U.S 
future  issues  of  Forbes.  ■ 


Mr  Bladen  is  senior  lice  president-tniestmetits  M 
Guardian  Life  Insurance  Co  of  America  He  is  them 
of  How  to  Cope  With  the  Developing  Finanb»] 
(McGraw-Hill.  1980)  and  recently  contributed  a  \ 
article  to  FORBES,  "Money  no  longer  exists"  I  Mar  IT 
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The  AmerkanWorker. 

He  holds  the  white-hot  molds  for  America  in  his  hands... 

For  almost  100  years  now,  we've  been 
insuring  America's  most  valuable  resource: 
her  workers. 

During  that  time,  we've  discovered  some 
very  effective  ways  to  help  American  business 
hold  down  the  cost  of  insurance.  Loss  Control 
is  one  way. 

Our  Loss  Control  Consultants  can  help 
you  to  identify  hazardous  conditions  at  your 
plant -before  they  turn  into  accidents.  That, 
in  turn,  can  reduce  claims  and  substantially 
lower  your  net  insurance  costs. 

Loss  Control.  It's  one  way  to  cut  the  cost 
of  business  insurance.  Tliere  are  many  others. 
Call  or  write  us  today  and  we'll  share  them 
with  you. 


lt^S  THE  OFFICIAL  INSURANCE  SPONSOR. 
•  U=»  1980  OLYMPIC  WINTER  GAMES 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


Mercedes-Benz  didn't 
invent  the  station  wagon- 
they  just  raised  it  up  to 
Mercedes-Benz  standards. 


Mercedes-Benz  waited  94  years  to  build  a  station  wagon  and 
then  built  one  like  none  before.  ".  ..it  is  not  only  the  best  wagon 
we've  tested" says  Car  and  Driver ,"if  ranks  right  up  there 
as  one  of  the  all-time  best  cars  in  our  experience!'' 

With  50.8  percent  of  its  weight 
over  the  f  ront  axle  and  49.2  percent 
over  the  rear,  it  is  almost  perfectly 


The  Mercedes-Benz  300  TD  is 
engineered  to  work  as  hard— if  not 
harder  than— any  station  wagon  you 
can  buy. 

For  instance,  heavy  loads  cause 
the  rear  suspension  to  automatically 
adjust  itself  and  keep  the  vehicle  rid- 
ing level. 

Part  of  the  interior  converts  into  a 
cargo  hold  almost  10  feet  long. 

( )\  erall,  one  critic  was  so  struck 
by  the  300  I  Ds  solid  feel  that  he 
quipped,  "The  only  way  to  shake 
something  loose  would  be  to  drive 
off  a  cliff." 

Grins  of  disbelief 

The  300  TD  cleaves  the  air  more 
like  a  bullet  on  wheels  than  a  box.  It 
is  about  3  percent  more  aerodvnam- 
ically  efficient  than  even  the  slipperv 
300  D  Sedan. 


balanced.  And  though  a  wagon  and 
not  a  sports  car,  it  flattens  curves 
with  a  fully  independent  suspension 
similar  to  the  exotic  450  SL  Roadster. 


Front  and  rear  anti-sway  bars  and 
weight-saving  finned  alloy  wheels 
are  not  options  but  standard  han- 
dling aids. 


Euphoria  results:  "The  TD  lie1 
to  amaze,  to  bring  on  grins  of  cH 
belief  ,  to  entertain,  when  it's  up  t 
speed  and  moving  on  down  the 
road,"  Car  and  Driver  reports. 

And  when  it  stops?  A  Car  ana 
Drix'cr  test  found  that  it  stopped 
a  phenomenally  short  distance « 
bested  only  by  a  160-mph,  $36$| 
European  sports  coupe. 

I' he  300  I  D  ma\  haul  c  argo 
like  a  station  wagon.  Clearly, 
it  does  everything  else  like  a 
Mercedes-Benz. 

A  workhorse  that  sprints 

If  any  automobile  engine  is  in< 
structible  it  is  the  workhorse  Die! 
The  300  TD's  Diesel  engine  is  a 
responsive,  5-cylinder  powerpjaj 
beneficial  )  of  a  44-year  Merced^ 
Beriz  Diesel  Reseat  c  h  &  Develop 
ment  program. 

You  never  need  pamper  it  will 
regular  tunc -tips  or  premium  gU 
line.  And  the  300  TD  is  miserlf  v 
fuel,  generating  an  EPA  estimate 


'California  estimate 


*  The  EPA  highway 
is  28  mpg.  Compare 
her  cars.  You  may 
rent  mileage, 
rig  on  speed, 
conditions, 
length.  Your 
ghway  mileage 
ably  be  less  than 
u.r,  estimates. 
:eptionall)  sturd)  auto- 
nsmission  with  not  three 
speeds  is  standard.  The 
floor-mounted.  Flick  it 
the  gears  like  a  manual  if 

plk  ale  i  his  engineei  ing  and 
nship  would  require  that 
■  a  station  wagon  custom 
is  may  help  put  the  :'><)(>  I  Ds 
**  price  in  perspective. 

jn,  Mercedes-Benz  style 

thedi  iver's  seat,  the  300 TD 
inkling  that  it  is  anything 
xcedes-Benz  automobile, 
well-shaped  front 


bucket  seats  are  the  same. 
Civilization  reigns,  from  a 
comprehensive  bi-level  climate- 
control  sy  stem  to  electric 
window  lifts  to  AM/FM 
stereo  radio. 

You  don't  so  much  lock 
your  SOOTDas  seal  it, 
by  means  of  a  vacuum- powered 
me(  nanism  that  secures  all  four 
(loots  and  the  tailgate  and  the  fuel 
filler  port  with  one  twist  of  a  key. 

Turn  fat  ing  rearward  and  the 
.'$()()  TD  is  a  wagon— a  remarkable 
wagon.  "It  is  simply  one  of  our  finest 
cars  when  it  comes  to  the  all-impor- 
tant  accommodation  and  transpor- 
tation ol  its  load,"  Car  and  Driver 
declares. 

All  the  passenger  seats  swiftly 
convert  into  cargo  space.  The 
tailgate  lifts  high  up,  well  out  of  the 
way  lot  easier  loading  and  unload- 
ing. Its  hinges  and  damper  units  are 
sunk  out  of  sight,  le  aving  the  inner 
roof  surface  free  of  awkward  pro- 
trusions. The  sill  is  low. 


You  may  value  your  300  TD  as 
something  far  more  than  a  beast  of 
burden.  But  if  you  need  a  beast  of 
burden,  it  is  ready  to  serve. 

Why  Mercedes-Benz  owners 
are  smiling 

And  because  it  is  a  Mercedes- 
Benz,  it  stands  a  line  chance  of 
retaining  much  of  its  value  over 
time.  Over  a  3-year  span,  indeed, 
Mercedes-Benz  sedans  have  proven 
to  keep  at  least  SO  percent  of  their 
original  purchase  price. 

The  3(H)  TD  is  built  in  its  own 
separate  factory  ;  even  so,  produc- 
tion is  limited.  To  see  and  test  drive 
it  soon  would  be  wise. 

"It's  a  station  wagon,"  Car  and 
Driver  summarizes,  "it's  a  Diesel,  and 
it's  much,  much  more." 


Engineered  like  no  other 
car  in  the  world 


st  (  n.ist  retail  pri<  <■  faxes,  li<  ense,  destination  <  hai  fces,  dealer  preparation  and  optional  equipmeni  additional 


©  I9H0  Mercedes-Benz  of  N  A  ,  Inc.,  Montvale,  N  J 


Corp.  Chairman  Dr.  Joseph  A.  Boyd 

ey  to  success  summed  up  in  a  much-abused  phrase — "technology  transfer." 


)ok  two  decades,  a  lot  of  patience  and  three  sets  of  top  managers 
mnsform  an  old-line  printing  press  manufacturer  into  one  of  the 
'  most  promising  technology  companies.  It  was  worth  the  trouble. 


Harris  Corp.'s 
remarkable  metamorphosis 


all  the  woes  that  afflict  the 

ican  economy  these  days,  it's  nice   

onicle  an  unabashed  success  story.  Florida-based  Harris 
is  just  that.  In  a  sick  stock  market  it  sells  at  12  times 
tgs.  In  the  fiscal  year  that  will  end  this  June  30,  Harris 
how  record  earnings,  roughly  $2.65  a  share.  This  will 
its  eighth  straight  gain  in  a  series  that  has  lifted  earnings 
:he  equivalent  of  only  51  cents  a  share  in  fiscal  1972,  and 
Lies  from  under  $400  million  to  $1.2  billion.  The  reces- 
Shrugging,  Chairman  Dr.  Joseph  A.  Boyd  says  that  Harris 
ought  to  show  another  earnings  gain  of  15%  to  18%  in 
:w  fiscal  year.  He  claims  the  gains  will  keep  right  on 
z,h  fiscal  1984,  while  return  on  equity  will  continue  to 
nund  at  20%.  If  he's  right,  Harris  revenues  would  exceed 
illion  and  earnings  per  share  $5.33  by  the  middle  of  this 
e.  Beyond  that,  Boyd  adds,  "Without  changing  our  basic 
i^ement  structure  or  style,  we  could  grow  to  $5  billion 
ut  any  problem." 

;ady  Florida's  largest  industrial  employer  with  over  9,000 
?  and  plans  to  hire  4,000  more,  Harris  is  bulging  out  of  its 


By  Robert  J.  Flaherty 


ultramodern  cluster  of  new  plants  some 
  30  miles  below  the  Kennedy  Space  Cen- 
ter. Its  backlog  now  stands  at  $900  million.  Nor  is  it  in 
ordinary  hardware.  Harris'  product  line  is  concentrated  at  the 
edge  of  technology — in  semiconductors,  terminals  and  com- 
puters, communications  equipment,  printing  equipment  and 
U.S.  government  electronics  systems. 

Rosy  projections  are  easy  to  make.  All  it  takes  is  a  bit  of 
computer  input  and  a  pencil  for  drawing  an  up-sloping  line  on  a 
graph.  However,  what  cannot  so  easily  be  quantified  are  the 
intangibles  of  men  and  organization  that  lie  behind  any  superi- 
or growth  curve.  This  is  what  really  counts,  and  Harris  clearly 
has  it.  When  Harris  executives  spout  sales  and  earnings  projec- 
tions, one  gets  a  sense  they  are  dealing  with  near  certainty,  not 
with  mere  numbers-juggling. 

Management  has  pushed  Harris  well  into  the  forefront  of 
electronic  technology  and  kept  its  commercial  products  in 
competition  with  the  cream  of  American  industry — IBM, 
AT&T,  Digital  Equipment  and  Texas  Instruments. 
The  key  to  Harris'  impressive  success  is  that  much-abused 
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phrase  "technology  transfer."  Defense  is 
only  22%  of  Harris'  revenues  but  the 
cutting  edge  of  its  entire  product  line. 
Listen  to  John  T.  Hartley  Jr.,  a  50-year- 
old  ex-Auburn  University  professor  who 
is  Harris'  president:  "The  commercial 
battlefield  is  littered  with  the  bodies  of 
unsuccessful  defense  companies  that 
tried  to  transfer  technology  into  com- 
mercial products  and  failed.  We  do  a 
more  effective  job  than  99%  of  the  com- 
panies in  defense  contracting."  Secrecy, 
he  insists,  was  not  the  problem:  Secrecy 
covers  only  specific  applications.  The 
real  failure  was  managerial,  in  Hartley's 
view.  "Technology  transfer,"  he  says, 
"has  to  be  a  top-down  process  as  it  is  at 
Harris."  That  is,  top  management  must 
be  dedicated  to  it  and  base  its  entire 
carrot-and-stick  personnel  policies  on  it, 
rewarding  those  who  produce  new  com- 
mercial products  from  defense  projects, 
and  downgrading  managers 
who  fail  to  do  so.  Hartley 
continues: 

"Unless  you  tell  the  man- 
agers of  your  businesses  that 
part  of  their  promotions,  sal- 
aries and  punishments  will 
depend  on  technology  trans- 
fer, nothing  will  happen. 
Technology  transfer  is  an  un- 
natural process.  Once  you 
have  divisions,  you  have  bar- 
riers-— people  who  follow 
their  own  interests." 

Each  year  Harris  puts  the 
cream  of  its  college  graduates 
into  its  government  systems 
division  and  periodically 
weeds  out  those  who  can't 
hack  it.  It's  a  tough  test.  Cy- 
cles in  defense  programs  are 
much  shorter  than  commer- 
cial product  cycles.  Thus  en- 
gineers quickly  learn  how  to 
price,  manage  people  and 
schedule  a  program.  This  is 
the  survival  test.  Each  year 
about  20  of  the  best  engi- 


Harris  terminals  (top)  and  researcher  n  si  computers 
in  commercial  markets  Harris  creates  market  niches  by  bring- 
ing out  slightly  improved  versions  of  competitors'  successful 
products.  But  in  government  systems  work,  like  designing  a 
new  semiconductor,  Harris  must  often  solve  the  unknown. 


neers  are  transferred  to  various  commercial  divisions.  They  are 
the  company's  future  leadership  pool.  About  every  third  year  a 
big  group  exits.  For  instance,  250  government  systems  experts 
on  ground  satellite  reception  moved  out  en  masse  to  form  a 
new  commercial  communications  group. 

There  are,  aside  from  security  considerations,  no  barriers 
between  Harris'  defense  division  and  the  rest  of  the  company. 
For  example,  the  New  York  limes  recently  wanted  its  Harris 
electronic  newsroom  system  expanded  to  cover  new  functions, 
posing  problems  that  were  beyond  the  capability  of  Harris' 
commercial  people.  The  government  systems  group  stepped  in 
and  solved  the  problem.  Interdivisional  cooperation  such  as 
this  permits  Harris  commercial  products  to  be  updated  by  the 
latest  government  knowhow.  It  also  gives  a  commercial  man- 
ager access  to  defense  experts,  whom  he  might  not  ordinarily 
be  able  to  afford  or  even  attract,  since  defense  work  is  so  much 
more  challenging. 

"If  the  government  managers  lost  dollars  when  they  helped 
others,  it  would  be  a  barrier  and  would  make  them  reluctant  to 
cooperate,"  says  Hartley.  "We  do  lots  of  little  things,  like 
paying  their  division  for  the  time  they  help  commercial  guys. 


That's  why  our  system  works." 

A  prime  rule  for  Harris  is  that  it 
compete  for  government  work  only  in|c 
area  where  it  has  commercial  product 
hopes  to  have  them.  Take,  for  exam] 
Harris'  antijamming  systems  to  prev 
enemy  countermeasures  from  stoppir 
cruise  missile  and  other  unman 
weapons.  From  this  work,  it  is  hoji 
will  come  technology  for  rooftop  ant 
nas  and  superior  satellite  ground-stat 
reception. 

Except  for  printing  and  the  recent 
inon  Corp.  acquisition,  all  of  Hai 
commercial  divisions  are  either  defe 
spinoffs  or  tiny  acquisitions  strenj 
ened  by  an  influx  of  technology  and 
ent  from  the  defense  group.  Harris'  in 
mation  processing  operations  are  typ 
The  first  terminals  and  computers 
for  military  jobs.  After  the  company 
cided  to  go  commercial  it  made  sev 
small,  somewhat  doggy 
formation-processing  ac 
sitions,  including  operation  r 
from    Sanders  Associa 
Singer  Corp.  and  Univer 
Computing,    to  provide 
marketing  base  in  infor: 
tion  processing. 

Harris'  electronic  ne 
room  video  terminals,  wr1 
replace  typewriters,  an 
new  word  processor  all  a 
spinoff  of  an  Army  battlef 
message-sender  created 
Harris  during  the  Viett 
War.  The  U.S.  Army  nee 
to  be  able  to  look  at  a 
sage  on  a  cathode-ray  ti 
change  it,  send  it  insta 
and  recall  it. 

A  current  Harris  Navy 
tract     for  satellite-to- 
communications  is  crea 
the  technical  base  to 
prove  Harris'  commerciajfcoi 
ser  facsimile.  A  methoc 
computerizing  weather  I 
casting  data  for  the  Air  F 
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is  producing  software  and  programming  that  will  resu 
direct  improvements  in  Harris'  computer  terminals 

Harris'  semiconductor  group,  still  20%  military,  develc 
its  technology  on  such  programs  as  the  Jupiter  Space  Pr 
infrared  photography  and  antijamming  systems.  Comme: 
markets  grew  naturally. 

Harris'  acquisition  policy  has  been  carefully  thought  out 
is  clearly  technology-oriented  rather  than  merely  opportu 
tic.  By  conventional  yardsticks,  Harris  paid  too  much  in  Fe 
ary  in  buying  Farinon  Corp.,  a  small  (revenues,  $100  mil 
maker  of  microwave  transmitters,  electronic  switchbo 
and  advanced  auxiliary  telephone  products.  The  price — 4 
lion  Harris  shares  worth  $125  million — diluted  parent  c 
pany  earnings  20  cents  this  year.  Harris,  however,  w; 
buying  earnings  or  revenues.  It  was  buying  technology 
market  position — intangibles,  again.  On  this  basis,  Chair 
Boyd  argues  that  Harris  did  not  overpay  for  Farinon.  The  f 
million,  he  explains,  was  a  preemptive  bid  to  close  out  op 
ing  bids,  of  which  there  were  plenty:  GTE,  RCA,  Siemens 
Loral  Corp.  all  wanted  Farinon.  Harris'  Boyd  knew  why  t 
companies  wanted  Farinon  so  badly  and  decided  a  prize  w 
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ng  was  a  prize  worth  paying  for. 

re  we  see  yet  another  glimpse  of  the  good  management 
liques  that  have  made  Harris  so  successful.  Harris  does 
imply  acquire:  It  acquires  and  blends.  Its  knowhow  in 
irate  blending  goes  back  to  its  merger  of  Radiation  Inc.  in 
Then  Harris  was  mainly  a  manufacturer  of  mechanical 
mg  presses  though  it  had  already  acquired  itself  into  the 
ess  of  manufacturing  transmitters  for  radio  and  television 
ms. 

liation  people  studied  how  to  improve  printing  presses 
marketing  experts  from  that  group.  But  instead  of  new 
;s  they  brought  out  the  electronic  newsroom,  creating  a 
2  new  commercial  business. 

is  set  the  tone  for  technology  transfer.  Later  in  1970, 
s  sent  an  engineer  into  the  older  radio  and  television 
rnitter  operation,  which  was  technologically  lagging.  Us- 
nowhow  from  a  Navy  program,  he  greatly  improved  the 
ict  and  Harris'  market  share. 

inon  represents  another  step  in  technology  transfer, 
e  think  Farinon  will  make  Harris  over  the  next  ten  years 
)f  the  greatest  telecommunications  companies  in  the 
,"  Boyd  says.  "With  it  we  have  a 
er  telecommunications  line  now 
any  other  company  in  the  U.S." 
an's  switchboards  round  out  Harris' 
ng  line  of  radio  and  TV  transmit- 
satellite  antennas,  components, 
d  stations,  secure  communications 
ns,  newsroom  video  word  proces- 
distributed  data  processing  termi- 
ind  computers.  Best  of  all,  Harris 
ive  Farinon  a  leg  up  in  laser  systems 
insmitting  messages  over  fiber  op- 
the  latter  apparently  the  communi- 
is  wave  of  the  future, 
ris'  communications  revenues, 
of  sales,  are  booming  even  with- 
arinon.  As  a  showcase  for  its  line 
dlite  ground  stations,  Harris  plans 
ate  system  to  link  its  own  indus- 
acilities  by  satellite  communica- 
Martin  Marietta  has  already  or- 
a  similar  Harris  satellite  system. 

can't  walk  along 
r  edge  of  technology 
days  without  having 
ong  capability  in 
onductors,  and  Har- 
» it.  The  French  gov- 
:nt-backed  Matra 
)  picked  Harris  as  a 
venture  partner.  It 
good  deal  for  Harris. 

normally  penny- 
ing  French  will  put 
the  cash  to  build  a 
illion  plant,  but  give 
)f  the  equity  to  Har- 
vhose  contribution 
)e  entirely  techno- 
l.  The  French  want- 
rris'  complementary 
-oxide-silicon  inte- 
-circuit  technology. 
CMOS  circuits  op- 
at  lower  tempera- 
and  require  much 
lergy  when  used  in 
iters  and  elsewhere, 
■enture  will  also  give 
a  marketing  arm  to 


Ground  station  antennas  (top)  and folding  satellite  antennas 
Military  knowhow  has  already  made  Harris  a  leading  maker  of 
satellite  ground  stations.  When  commercial  satellites  catch  up 
with  today's  military  birds,  Harris  will  be  ready  to  sell  folding 
antennas  commercially,  too. 


sell  its  other  products  in  France  and  the  Common  Market  as 
well  as  the  chance  to  make  a  big  joint-venture  profit  at  mini- 
mum risk. 

At  home  Harris  is  enjoying  a  semiconductor  triumph — 
which  is  why  the  French  selected  Harris  as  a  partner.  This 
fiscal  year  its  semiconductor  revenues  will  be  about  $140 
million,  about  12%  of  the  company  total.  A  full  half  of  the  $500 
million  Harris  has  committed  to  capital  projects  through  1984 
will  go  to  expanding  this  business.  Now  estimated  to  be  tenth 
in  integrated  circuit  sales — with  an  11%  aftertax  profit  and  a 
return  on  equity  of  over  30% — Harris  claims  to  be  second  only 
to  Intel  in  profitability  and  well  ahead  of  Texas  Instruments, 
Fairchild  and  Motorola.  Since  its  startup  in  1962,  Harris' 
semiconductors  had  only  one  losing  year.  "We  have  been 
working  18  years  to  create  this  semiconductor  opportunity," 
Boyd  explains. 

Boyd's  strategy  is  to  avoid  competing  with  Texas  Instru- 
ments across  the  board  and  to  concentrate  on  markets  like  the 
CMOS  technology  that  the  French  chose  or  radiation-resistant 
linear  circuits  that  would  continue  to  function  in  the  event  of  a 
nuclear  blast.  These  have  a  big  use  in  telecommunications. 

In  minicomputers  Harris  is  back  on  its 
growth  track.  Last  year  it  mistakenly 
broke  its  former  policy  and  went  beyond 
its  established  market  niche  of  custom- 
ers who  want  engineering  and  scientific 
applications.  It  tried  to  break  into  mar- 
kets like  hospitals  where  its  computers 
were  used  largely  for  accounting.  Sudden- 
ly, Digital  Equipment  launched  an  excel- 
lent new  computer,  while  IBM  and  Hew- 
lett-Packard reduced  prices  of  products 
that  competed  in  Harris'  basic  market. 
Harris,  preoccupied  with  developing  the 
new  market,  failed  to  react,  and  its  com- 
puter sales  nosedived.  "It  took  six 
months  to  find  out  what  was  happening 
to  us,"  admits  Boyd.  "We  reoriented  our 
sales  effort  and  we  are  back  to  our  35% 
growth  rate."  No  longer  is  Harris  trying 
to  be  all  things  to  all  customers  in  the 
computer  market. 

In  word  processing  Harris  is  already 
well-known  for  its  elec- 
tronic newsrooms  where 
video  terminals  replaced 
typewriters  at  500  news- 
papers. Boyd  soon  will  in- 
troduce Harris'  first  word 
system  designed  for  the 
corporate  office  against 
competition  from  IBM, 
Xerox  and  Exxon,  all  of 
whom  are  after  big 
chunks  of  the  office  of  the 
future.  Boyd  figures  cus- 
tomers like  Boeing  who 
need  engineering  and  sci- 
entific functions  and  who 
now  use  Harris'  comput- 
ers and  terminals  will  also 
want  its  word  processor. 

In  printing — 30%  of 
Harris'  sales  and  its  oldest 
business — Boyd  has  trou- 
ble keeping  up  with  or- 
ders. Its  $250,000-to-$5 
million  labor-saving,  web- 
offset  presses  are  in  hot 
demand  to  replace  old  let- 
terpresses.   Web  presses 
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are  cheaper  to  run  because 
they  use  cheaper  plates,  need 
shorter  make-ready  periods 
and  have  higher  running 
times.  Harris  was  once  num- 
ber six  in  printing  equip- 
ment. Today  it  is  an  undis- 
puted number  one. 

Yet,  but  for  the  foresight  of 
Boyd's  predecessors,  the  sto- 
ry and  certainly  the  company 
would  be  very  different. 

The    stage    for  today's 
growth  was  set  back  in  1967 
when    the    company  was 
Cleveland-baced  and  known 
as  Harris  Intertype.  Its  chair- 
man, George  S.  Dively, 
then  64,  now  77,  had  built 
Harris   from   under   $  10 
million  in  sales  to  $195 
million.   Looking  ahead, 
Dively  correctly  saw  the 
printed  word  and  spoken 
word  merging  in  electron- 
ics and  knew  he  had  to 
pick  up  electronic  know- 
how  for  his  then  mechani- 
cal printing  presses. 

Dively  and  his  heir  ap- 
parent, President  Richard 
B.  Tulhs,  paid  $56  million 
to  acquire  Florida-based 
Radiation  Inc.,  a  high- 
technology  space  and  de- 
fense company  based  in 
Florida.  With  the  demise 
of  the  space  program,  Ra- 
diation's sales  and  profits 
were  stagnant,  but  it  em- 
ployed 1,000  of  the  coun- 
try's best  technological 
managers  who  had  helped 
in  missile  and  satellite 
programs.  Here,  as  in  the 


Concentration  of  Harris  plants  and  offices  at  Melbourne.  Fla 
When  the  space  race  ended,  engineers  here  were  giving  homes 
away  to  anyone  who  would  assume  their  mortgages.  Thanks  to 
Harris'  growth,  home  prices  again  are  strong,  where  Chairman 
Boyd  and  President  Hartley  live  side  by  side. 


Fannon  acquisition,  the  price  looked  high  at  the  time:  Dively 
traded  Harris  shares  for  Radiation  shares  in  a  proportion  that 
valued  Radiation's  earnings  at  2  times  Hams'.  But  Harris 
wasn't  acquiring  earnings;  it  was  acquiring  talent.  Fairly 
cheaply,  as  it  turned  out.  Says  Boyd:  "A  large  percentage  of  all 
our  key  managers  today  were  with  Radiation  at  the  time  of  the 
merger."  Among  them:  heads  of  9  of  Harris'  20  profit  centers. 

There  are  fallow  periods  in  nearly  every  company's  earnings 
growth;  it  is  the  price  of  greatness  sometimes.  Harris  went 
through  such  a  period  during  most  of  the  years— 1968  to  June 
1978 — when  Dick  Tulhs,  now  retired  but  still  chairman  of  the 
finance  committee,  ruled  the  company.  Under  Tullis,  new 
printing  presses  obsoleted  its  old  line.  The  constant  launching 
of  new  commercial  products  was  eating  into  profits.  Not  until 
1976  did  its  earnings  get  off  the  plateau  where  they  had  rested 
for  nearly  a  decade.  During  those  fallow  years,  investors  of 
little  faith  largely  neglected  the  company,  and  its  stock  traded 
in  a  narrow  range.  Not  until  1976  did  the  stock  really  take  off; 
it  rose  more  than  100%  over  the  next  three  years. 

Tullis  was  trained  as  a  printing  executive  but  he  turned  out 
to  be  one  of  those  rare  people  who  can  transcend  their  own 
narrow  specialty.  At  the  expense  of  short-term  profits,  he 
transformed  Harris  from  a  company  whose  product  line  was 
84%  mechanical  to  one  whose  product  line  was  70%  electron- 
ic. He  achieved  the  difficult  task  of  blending  the  existing 
company  and  Radiation — which  was  a  big  bite  for  Harris  at  the 


time — smoothly  into  a  a 
organization.  Such  merg 
are  rarely  successfully  i 
ecuted.  This  one  invoh 
grafting  a  technologically! 
vanced  company  that  lacl 
suitable  product  lines  ont| 
company  whose  establish 
product  lines  were  fasti 
coming  obsolete. 

In  the  course  of  achiein 
this  difficult  blending,  H 
ris'  management  evolved 
unique  system  of  manpo^ 
management  and  appraii 
The  object  of  such  a  systj 
is  to  make  sure  that  the  vi 
intangibles  are  not 
glected  in  personnel  eva 
ation  in  favor  of  rm 
easily  quantifiable  rr 
ters  like  profits  and  sa 
growth.  Again,  the 
phasis  is  on  technol 
transfer,   and  execu 
are  graded  on  their  co 
bution  to  this  vital 
cess  which  is  at  the 
of  the  Harris  system. 

Chairman  Boyd,  59, 
former  professor  of 
tncal  engineering  at 
University  of  Mic 
and  later  was  direct 
the  University  of  Mi 
gan's  respected  Insti 
of  Science  &  Technol 
President  of  Radiation 
the  time  of  merger 
loined  Harris  as  execdl 
president  of  electrori 
As  director  of  the  Mi 
gan  Institute,  Boyd 
become  familiar  with 
ious  companies'  man 


ment  styles  and,  when  he  came  to  Harris  in  1967,  he  pic 
General  Electric  as  his  model.  Essentially,  the  General  Eleo 
system  tries  to  break  down  the  walls  between  technical  pe4 
and  managerial  people  on  the  top  and  middle  levels  of 
company.  Thus,  an  engineer  must  also  be  a  bit  of  a  mark© 
man  and  have  a  more  than  nodding  acquaintance  with  fina 
if  he  expects  to  be  promoted  beyond  a  certain  level.  It  was 
ideal  system  for  a  company  with  Harris'  ambition. 

A  company,  like  any  organization,  must  be  seen 
whole — technology,  marketing,  production  and,  perhaps  alj 
all,  a  smooth  line  of  succession  generated  inside.  Harris  C 
is  such  a  harmonious  whole,  but  it  wasn't  created  overnj 
George  Dively  made  the  moves  that  got  it  growing;  T( 
made  the  difficult  technical  and  managerial  transitions, 
Boyd  built  a  management  system  to  keep  Harris  at  the  I 
front  of  technology.  Clearly,  a  great  deal  of  thought  and  p 
ning  went  into  the  whole  process.  And  common  sense, 
Harris  usually  enters  markets  others  have  pioneered  and 
its  knowhow  to  create  a  niche  with  a  slightly  superior  prod 
Says  Chairman  Boyd,  "We  try  to  be  strong  in  technologyi 
be  able  to  enter  a  market  with  a  very  strong  product  when 
we  decide  to.  We  are  filled  with  good  people,  proven  at  all] 
We  anticipate  trends  and  react  in  a  timely  manner.  Th| 
your  real  security  in  technology."  Maybe  that's  all  good  ij 
agement  is:  a  judicious  mixture  of  common  sense  and  rigoj 
planning.  ■ 
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Our  ability  to  look  below  the  surface,  as 
well  as  above  it,  is  what  makes  us  Grow. 


Nothing  challenges 
man's  ingenuity  and  technol- 
ogy like  the  sea.  Ocean  ves- 
sels are  constantly  covered 
with  fuels  and  chemicals, 
and  blasted  by  wind,  sun 
and  salt  spray.  Below  the 
surface,  rust,  corrosion  and 
fouling  organisms  insidiously 
and  unrelentingly  attack 
steel,  wood,  aluminum  and 
fiberglass,  affecting  each 
differently. 

Our  Devoe  Marine  high- 
performance  products  have 
faced  these  challenges  and 


are  the  American  leaders  in 
protecting  everything  from 
tankers  and  cargo  ships  to 
U.S.  naval  vessels,  aircraft 
carriers  and  Polaris  subs. 

Our  Devoe  Marine  divi- 
sion made  the  first  two-part 
epoxy  marine  coatings,  and 
pioneered  in  all  epoxy  coat- 
ings for  interiors.  They 
created  the  finest  Anti- 
Fouling  System  available  to- 
day. They  developed 
Catha-Coat,5  an  inorganic 
zinc  coating  that  protects 
steel  from  corrosion  cathodi- 


cally,  and  a  whole  range  of 
tank  coatings  that  protect 
cargo  as  well  as  the  tank 
interior. 

Devoe  Marine  is  part  of 
our  Marine  and  Corrosion 
Control  Group,  one  of  four 
Grow  groups.  Since  1961, 
we  have  grown  from  $10  mil- 
lion in  sales  to  over  $200 
million,  and  have  paid  64 
consecutive  quarterly  cash 
dividends  and  over  83%  in 
stock  dividends. 

If  you'd  like  to  know  the 
rest  of  the  Grow  Group  mem- 


bers, write  to  us,  Grow 
Group,  Inc.,  Dept.  F,  Pan  Am 
Building,  200  Park  Avenue, 
New  York,  N  Y.  10017,  for  a 
copy  of  our  annual  report. 
And  find  out  more  about  the 
technological  advances  that 
make  us  Grow. 


GROW  GROUP 
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Bell  helping  you  manage  your  business  better  #3 


HOWA  PHONE  NUMBER 
CAN  BE  TOUR  "OFFICE"  IN 
ANOTHER  CITY. 


Now  there's  an  ingenious  way  to 
build  your  business  in  a  distant  city 
without  the  expense  of  an  out-of- 
town  office.  Its  done  through  an 
amazing  advancement  known  as 
Remote  Call  Forwarding  (RCF). 

It  Works  Like  This 
The  Bell  System  assigns  your 
firm  a  local  number  in  the  city  where 
you  want  to  develop  additional 
business. 

Your  customer  looks  you  up  in 
the  local  phone  book  and  dials  the 
number.  The  call  is  re-directed  via 
Long  Distance  to  your  home  office 
in  another  city.  Or  another  state. 
There  s  no  operator  assistance,  so 
there's  no  waiting. 

Now  you  have  a  local  presence  — 
without  spending  a  penny  for  space, 
furnishings,  or  personnel.  And 
you're  in  White  and  Yellow  Pages 
directories— at  no  additional  charge. 

Surprisingly  Low  Cost 

What's  the  cost?  It's  surpris- 
ingly low  — less  than  $18  a  month, 
plus  the  low  direct  dial  rate  for  each 
incoming  call. 

There  s  also  a  one-time  service 
charge  (for  the  connection  in  the  dis- 
tant city). 

But  there  s  no  need  for  addi- 
tional lines  and  equipment. 

Note:  We'll  advise  you  on  the 
availability  of  RCF  in  the  market 
area  you  choose. 

Open  New  Markets 

But  the  real  wonder  of  RCF  is 
what  it  can  do  for  your  business.  For 
instance,  if  you  want  to  test  out  a 
new  market,  you  don't  have  to  open 
an  out-of-town  office.  You  open  an 
"out-of-town  office  number  — with 
RCF. 

Let's  say  you're  an  electrician. 
Potential  customers  receive  your 
"local"  advertising  or  look  you  up  in 
the  local  phone  directories.  They 
call.  You  then  make  appointments 
and  bunch  the  appointments  into  as 


few  days  as  possible.  In  this  way,  you 
build  your  market  with  the  least 
expense  and  effort. 

On  the  other  hand,  you  may 
discover  there's  not  enough  business 
to  warrant  an  office  in  a  particular 
town.  And  you  haven't  lost  a  lot  of 
money  finding  out. 

Amazing  Opportunities 

But  that's  just  the  beginning  of 
your  amazing  opportunities  with 
RCF.  Let's  say  you  deal  with  cus- 
tomers in  a  distant  town.  With  RCF, 
they  don't  have  to  call  collect— so 
they  feel  more  comfortable  about 
calling.  They  feel  you  really  want 
their  business,  and  they  tend  to 
order  more. 

You  can  also  use  RCF  to  im- 
prove customer  service,  gain  cus- 
tomer loyalty,  and  so  build  business. 
For  instance,  if  you're  a  dealer  with 
lots  of  retail  customers  in  one  town, 
they  don't  have  to  wait  for  a  salesper- 
son to  call.  They  can  order,  get  the 
latest  prices,  the  newest  deal. 

Retail  stores  accept  orders  from 
surrounding  cities.  Stockbrokers  get 
more  calls  from  clients  when  thev 
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offer  RCF.  Truckers  have  learned  to 
build  up  business  in  the  city  where 
they  deliver,  and  so  return  with  a 
load.  And  a  whole  range  of  other 
industries— manufacturing,  business 
services,  real  estate,  construction, 
loan  companies,  personal  services, 
wholesaling,  finance,  and  more- 
have  discovered  its  power. 

Here's  More  Help 
In  addition  to  RCF,  your  Bell 
business  expert  has  all  these  other 
ways  to  help  you  manage  your 
business  better: 

#1  800  Service.  Generate  direct 
response  leads, using  the  toll-free 
800  number.  Improve  service,  speed 
orders.  Expand  market  area,  answer 
consumer  questions,  conduct  prod- 
uct research,  improve  company 
image. 

#2  WATS  Lines  for  Small  and 
Medium  Businesses.  Learn  the  most 
economical  ways  to  buy  WATS— by 
time,  by  area— and  how  WATS  can 
build  profits,  improve  customer  ser- 
vice, and  reduce  selling  costs. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
how  to  capitalize  on  a  prospect's 
interest  immediately  with  quick  and 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond- 
ing through  the  mail. 

#6  Opening  New  Accounts.  A 

tested,  practical  way  to  do  it  by 
phone.  Total  program  covers  every- 
thing from  building  a  list  and  screen- 
ing a  prospect's  interest  to  closing 
the  sale. 


CALL  800-821-2121 

Ext.  947 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  947. 


BELL  BUSINESS  EXPERT 
/ILL  TALK  TO  YOU.  You  can 
tpect  to  have  a  relaxed,  friendly 
ilk.  You'll  discover  whether  RCF 
in  be  a  practical,  profitable  plus 
>r  your  business.  To  help  you,  we'll 
eed  information.  So  we'll  ask  ques- 
ons,  like  the  ones  listed  below.  No 
lrprises,  nothing  you  won't  have 
te  answer  to.  You'll  find  the  discus- 
on  thoroughly  enlightening  and 
njoyable. 


What  is  your  product  or  service? 
How  many  locations  does  your 
business  have? 

What  type  of  advertising/promo- 
tion do  you  use? 

How  do  you  handle  inquiries  at 
present? 

Do  you  accept  collect  calls? 


Q.  Are  you  currently  using  services 
other  than  your  local  lines— such 
as  WATS  or  Reverse  Charge? 


Q.  Does  your  business  have  plans  to 
meet  specific  business  objectives, 
such  as  increasing  market  cover- 
age or  increasing  market  share? 

Q.  To  how  many  cities  would  you 
like  to  expand  market  coverage? 

Q.  How  do  you  currently  test  or 
expand  market  areas? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  Citv,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #3  Remote  Call  Forwarding 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #1  800  Service 

□  #2  WATS  Lines  for  Small 

and  Medium  Businesses 

□  #4  Selling  Smaller  Accounts 

□  #5  Handling  Inquiries 

□  #6  Opening  New  Accounts 


Name. 
Title__ 


Company- 
Address  

City  


Area  Code. 


.State, 


.Business  Phone_ 


_Zip_ 


800-821-2121,  Ext.  947 

To  call  toll  free,  dial  800-821-2121,  E\t.  947.  anywhere  in  the  contiguous  United  States.  In  M  issouri,  call  800-892-2121,  E\l.  947. 
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At  Crane 

we  believe  in  basics. 


That's  why  we're  strong  in  steel,  when 

you  drill  for  oil  five  miles  down — and  this  is  the 
depth  of  many  wells  today — you  need  pipe  that 
can  take  heavy  pressure  and  strain  as  well  as  heat. 
Pipe  like  CF&I  Steel's  high-strength,  seamless  casing 
and  tubing. 

CF&I,  a  Crane  subsidiary  also  makes  a  variety  of 
other  steel  products,  from  long-length  rails  and  wire 
fencing  to  grinding  balls  and  grader  blades. 
Founded  in  Pueblo,  Colorado,  over  100  years  ago, 
CF&I  continues  to  be  a  major  factor  in  the  economic 
well-being  of  the  West  and  Southwest. 

Steel,  one  of  Americas  basic  products.  And  be- 
cause at  Crane  we  believe  that  making  basic  prod- 
ucts for  basic  industries  is  the  way  to  continued 
growth  and  strength,  we're  strong  in  steel.  And  in 
cement.  In  fluid  and  pollution  control  equipment. 
Building  products.  Aerospace  and  aircraft  systems. 

Basic  products  for  basic  industries — that's  what 
Crane  is  all  about. 

Crane  Co.,  300  Park  Avenue,  New  York,  NY  10022 
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w  would  you  like  to  buy  a  piece  of  Mexico  s  oil-propelled  econom- 
>oom?  It  may  soon  be  much  easier  for  Americans  to  do  so. 


Anyone  for 
the  Bolsa? 


By  Richard  Phalon 

imitation  is  the  sincerest  form  of 
attery,  it's  time  for  the  closed-end 
ipan  Fund  to  bask  in  glory. 
:hed  in  1962,  the  fund  made  it  easy 
merican  investors  to  get  in  on  the 
id  floor  of  Japan's  booming  econo- 
t  was  clearly  an  idea  whose  time 
;ome.  In  the  18  years  since,  the 
>  asset  value  has  multiplied  12 
its  original  stake,  to  $153  million. 
:  fund's  runaway  success  has  caught 
ye  of  the  Mexican  government, 
l  is  riding  the  crest  of  a  hydrocar- 
ased  boom  all  its  own  these  days, 
esult  may  be  the  Mexico  Fund,  a 
1-end  investment  company  that 
enable  non-Mexicans  for  the  first 


time  to  invest  in  key  industries.  Ameri- 
cans can  easily  buy  a  few  Mexican  stocks 
traded  here,  such  as  high-flying  Tubos  de 
Acero  de  Mexico  (Forbes,  June  11,  1979) 
and,  with  more  effort,  some  of  the  big- 
gest banks  and  mining  companies  listed 
on  the  Bolsa  in  Mexico  City.  But  stocks 
in  trucking,  airlines,  radio,  logging  and 
natural  gas  distribution,  among  others, 
have  long  been  off  limits  to  foreigners. 

Some  of  the  details  are  still  in  the 
process  of  being  buttoned  down,  accord- 
ing to  Alejandro  Palma,  an  adviser  to 
Comision  Nacional  de  Valores,  the  Mexi- 
can securities  commission.  After  more 
than  a  year's  work  on  the  project, 
though,  Palma  thinks  the  closed-end  ap- 
proach offers  a  way  to  "channel  demand 
to  participate  in  the  Mexican  stock  mar- 


ket without  infringing  the  laws  against 
foreign  participation." 

The  proposal  working  its  way  for  ap- 
proval through  an  alphabet  soup  of  Mexi- 
can ministries  is  definitely  on  the  Japan 
Fund  model,  with  a  couple  of  new  wrin- 
kles thrown  in.  The  management  com- 
pany would  be  owned  75%  by  a  group  of 
Mexican  securities  firms,  25%  by  Bache 
Group,  Merrill  Lynch  and  the  Interna- 
tional Finance  Corp.,  a  World  Bank  affili- 
ate. The  two  American  underwriters 
would  manage  an  initial  public  offering 
in  the  $50  million  range. 

All  of  that's  staightforward  enough; 
the  Mexican  brokers  would  research  the 
companies  they  know  better  than  any- 
one else — just  as  the  Japan  Fund  draws 
its  analytical  knowhow  from  a  connec- 
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tion  with  Nikko  Research  Center,  Ltd. 
The  ban  on  foreign  ownership  would  he 
solved  by  having  the  fund  invest  in  cer- 
tificates of  participation  signifying  the 
ownership  of  any  stock  it  buys.  The  fund 
would  have  the  same  ownership  right  to 
dividends  and  capital  distributions,  say, 
as  a  Mexican  national.  Voting  rights  on 
the  underlying  stock,  however,  would  be 
vested  in  and  exercised  by  a  Mexican 
financial  institution. 

"The  objective,"  says  Alejandro  Pal- 
ma,  "is  to  adhere  to  Mexican  law  by 
divorcing  the  voting  rights  from  the  eco- 
nomic rights  through  the  use  of  trust 
certificates."  The  lack  of  voting  status 
should  not  be  any  great  disadvantage  for 
potential  stockholders.  How  many  in- 
vestors are  in  it  for  the  vote  anyhow? 

Suspicion  of  foreign  capital  and  its  in- 
tention dies  hard  in  a  nation  where  Yan- 
kee-baiting is  close  to  being  a  national 
sport.  Yankee  dollars,  however,  are  im- 
mensely profitable,  and  a  mutual  fund  of 
this  sort  could  be  a  handy  way  to  attract 
foreign  capital  without  foreign  control. 

Further,  the  Mexican  market  tends  to 
be  thin  It  doesn't  take  much  volume  on 
either  side  of  a  trade  to  push  prices  up  or 
down.  The  Bolsa  Mexicana  de  Valores  is 
still  one  of  the  most  volatile  markets 
around.  From  the  close  at  the  end  of  1978 
to  the  highs  in  May  of  last  year,  for 
example,  the  Bolsa  price  index  doubled 
from  about  900  to  around  1800.  At  the 
moment  it  is  hovering  at  around  1052 — 
savaged  in  a  blowoff  that  was  partly  a 
result  of  the  same  runaway  interest  rates 
that  creamed  the  American  markets. 
The  hope  is  that  the  Mexico  Fund— if 
and  when  it  materializes  and  gets  the 
green  light  from  the  Securities  &.  Ex- 
change Commission — will  squeeze  some 
of  the  air  pockets  out  of  the  market  by 
adding  breadth  and  liquidity  to  it. 

For  generations  the  stock  market  in 
Mexico  was  almost  an  afterthought. 
Most  middle-class  people  preferred  land 
and  high-yielding  savings  accounts.  But, 
says  John  Rhoads,  a  U.S. -born  natural- 
ized Mexican  who  heads  Mexico  City's 
Casa  de  Bolsa  Interamericana  brokerage 
house,  all  this  began  to  change  in  the  last 
two  years.  "Small  businessmen,  even 
maids,  were  in  the  market,"  he  says.  The 
sudden  collapse  last  spring  scared  out  of 
the  market  the  small  but  growing  cadre 
of  middle-class  investors  the  govern- 
ment had  been  counting  on  to  help  fi- 
nance small  and  medium-size  compa- 
nies. Advent  of  the  Mexico  Fund  might 
help  to  pump  some  confidence  back  into 
the  market. 

So  much  for  the  Mexican  side  of  the 
deal.  Is  there  as  much  potential  mileage 
in  the  proposal  for  investors  as  there  has 
been  in  the  Japan  Fund;  Maybe.  Mexico 
is  starting  from  a  far  lower  economic 
base  than  Japan,  but  successive  oil,  gas 
and  mineral  strikes  are  among  elements 
a  recent  Citibank  study  cites  as  showing 


that  Mexico  can  "achieve  high,  sus- 
tained economic  growth." 

Thanks  to  the  effects  of  higher  oil  pro- 
duction and  prices,  the  Mexican  econo- 
my .in  real  terms  is  growing  at  about 
8% — one  of  the  best  showings  in  the 
world.  True,  inflation  is  high  and  getting 
higher,  but  corporate  profits,  rising  on 


average  by  60%  a  year,  are  expandin 
twice  the  inflation  rate  clocked  by 
vate  economists.  At  7  times  last  ye) 
earnings  (and  4.5  times  projected  1] 
earnings),  the  Mexican  stock  marke 
cheaper  than  it  has  been  in  a  long  wr 
The  time  seems  ripe.  Now,  it's  up  to 
various  bureaucracies  to  move.  ■ 


A  clean  balance  sheet  isn't  always  as  clea 
as  it  appears  to  be.  It  pays  to  read  tho, 
annual  report  footnotes  and  10-Ks. 


How  to  owe  money 
without  seeming  t 


Numbers  Game 


THERE  ARE  LOTS  OF  REASONS  why  a 
corporate  chief  would  show — and 
possibly  hide — debt  off  the  balance 
sheet;  and  lots  of  ways  to  do  it.  Compa- 
nies are  judged  by  many  people — includ- 
ing investors,  bankers  and  the  rating 
agencies — in  large  part  on  their  debt-to- 
equity  ratio.  Now,  equity  is  based  largely 
on  historical  costs,  while  new  borrow- 
ings must  be  higher  and  higher  to  keep 
up  with  inflation.  Compare  the  two,  and 
it  looks  as  if  debt  is  rising  much  faster 
than  equity.  One  solution:  Keep  as  much 
debt  as  possible  off  the  balance  sheet. 

In  the  vast  majority  of  cases,  firms  use 
legitimate  accounting  techniques  to 
keep  that  debt  off  the  balance  sheet,  and 
an  investor  who  carefully  examines  the 
10-K  and  annual  can  generally  ferret  out 
most  of  the  hidden  liabilities.  But  he  has 
to  know  where  to  look.  Following  are 
five  methods  of  keeping  debt  off  the  bal- 
ance sheet.  The  first  four  are  perfectly 
legit.  The  last  one  .  .  .  well,  you'll  see. 

The  old  shifteroo 

About  20  years  ago,  the  accounting 
rulemakers  decided  that  it  wasn't  fair  to 
force  companies  to  include  on  their  con- 
solidated balance  sheets  the  data  for  fi- 
nance subsidiaries.  After  all,  the  logic 
ran,  finance  subs  operate  on  a  radically 
different  basis  from  other  companies.  So, 
the  seeds  were  planted  for  one  of  the 
most  popular  of  all  the  off  balance  sheet 
debt  games. 


There  are  many  variations,  but  her< 
basic  ploy:  You  start  an  unconsolidj 
finance  subsidiary.  It  borrows  ma 
from  the  bank,  which  the  parent  d 
pany  may  guarantee.  It  buys  receivah 
say,  from  the  parent.  Net  result: 
parent  has  the  newly  borrowed  cash; 
receivables  have  just  been  shi: 
around;  and  the  debt  doesn't  show  uj| 
the  balance  sheet. 

For  a  close  look  at  the  drami 
changes  a  finance  sub  can  make,  t 
Insilco,  a  $585  million  producer  of  sil 
ware,  building  plans  and  precut  builc 
materials.  Insilco  also  provides  finan« 
for  individuals  who  build  their 
homes,  through  its  Miles  Finance  Co 

A  look  at  Insilco's  balance  sheet 
veals  debt  of  about  $1 10  million,  eqj 
of  SI 52  million  and  capital  of  $282  i 
lion.  Debt  is  only  about  39%  of  capl 
Pretty  good,  right?  Wrong. 

Because  deep  in  the  notes  to  the  fir 
cial  statement  there  is  a  balance  shee 
the  company's  finance  subsidiaj 
founded  in  1976  to  take  over  the  fil 
home-building  financing.  There  yoxu 
another  $63  million  in  long-term  d| 
All  of  a  sudden,  total  debt  is  50.5°/i 
capital.  Not  so  good. 

What's  more,  in  1975,  prior  to  the 
tablishment  of  the  financial  subsidi 
debt  was  54.4%  of  capital.  It's  \usi 
illusion  that  Insilco's  debt  picture  i 
improved  so  much.  It's  just  a  matta 
taking  the  IOUs  out  of  one  pocket  | 
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Is  overnight  account  settlement 
anything  for  an  American  bank  to 

brag  about? 

That  depends  on  where  the  customer  is. 


When  an  international  securities  exchange  in  the  Old  World 
set  out  to  trade  in  the  New  World,  they  discovered  unique 
problems.  Due  to  local  time  differences,  their  American  bank 
would  only  have  13  hours  to  settle  accounts  for  the  exchanges 
members  before  the  start  of  trading  the  next  day.  The  account 
statements  then  had  to  be  sent  smoothly  across  the  Atlantic, 
landing  in  the  exchange  by  midday  European  time,  complete 
and  error  free. 

Our  Custom  Cash  Management  team  mapped 
out  a  perfect  solution  which  used  our  Cash  Con- 
nector terminal  operating  via  transatlantic 
computer  network.  The  system  is  fully 
automated  and  is  part  of  our  normal 
overnight  operation,  so  virtually  no 
crises  or  errors  ever  become  a  part 
of  our  client's  operation. 

For  a  custom  look  at  your  cash 
management  problems,  contact 
Bankers  Trust.  Because  if  your 
problems  aren't  exactly  like  every- 
body else's,  your  banker  shouldn't 
be,  either. 

Custom  Cash 
Management 
BankersTrust 
Company 

©  Bankers  Trust  Company 
Member  FDIC 


Numbers  ( iarne 


putting  them  into  another. 

Insilco  is  not  doing  anything  under- 
handed. The  company's  controller,  Emil 
J.  Fanelli  Jr.,  explains  that  the  finance 
subsidiary  was  started  primarily  to  clari- 
fy Insilco's  balance  sheet  by  breaking  out 
the  lending  operation.  "Of  course,"  he 
admits,  "it  helps  the  company's  debt-to- 
equity  ratio  quite  a  bit,  too." 

The  fact  is,  a  large  number  of  well- 
known  companies  use  finance  subsidiar- 
ies, which  may  or  may  not  have  a  sub- 
stantial amount  of  debt.  The  list  just 
starts  with  firms  like  Conoco,  Time  Inc. 
and  Gamble-Skogmo.  If  you  throw  in 
companies  with  real  estate  subsidiar- 
ies— which  might  also  be  unconsolidat- 
ed— the  list  expands  still  further:  Culbro 
Corp.,  Singer  and  Weyerhaeuser  are  iust 
a  few. 

A  rose  by  any  other  name 

Forming  a  finance  subsidiary  isn't  the 
only  way  to  get  some  off  balance  sheet 
financing  out  of  receivables.  Receivables 
can  be  turned  over  to  a  bank  or  some 
other  financial  institution.  But  isn't  that 
just  a  sale — not  a  loan-  Not  really. 

You  see,  there  are  two  ways  to  sell 
receivables  to  a  bank:  with  recourse  and 
without  recourse.  If  the  sale  is  made 
without  recourse,  and  some  of  the  re- 
ceivables turn  out  to  be  bad  debts,  the 
bank  cannot  come  after  the  seller.  Sales 
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of  receivables  without  recourse  do  not 
show  up  on  the  balance  sheet  as  poten- 
tial liabilities.  Sales/////'  recourse  do. 

So,  companies  that  want  to  keep  the 
item  off  the  balance  sheet  pay  the  bank  a 
premium  so  the  bank  lets  the  deal  go 
through  without  recourse.  Over  the  last 
few  years,  for  example,  Sears,  Roebuck 
sold  some  $811  million  of  receivables 
resulting  from  Sears  charge  accounts. 
The  buyers  got  those  receivables  at  a 
discount — a  provision  against  bad 
debts — so  that  they  would  make  it  a  sale 
without  recourse.  Sears  continued  to 
make  the  collections,  turning  the  money 
over  to  the  buyers  as  it  came  in. 

Think  about  it.  Sears  got  a  huge  sum  of 
money,  which  it  is  paying  back  in  in- 
stallments as  its  customers  pay  their  ac- 
counts. If  that's  not  a  debt,  what  is? 

f.C.  Penney  just  completed  a  deal  very 
similar  to  the  Sears  transaction,  in 
which  Penney  sold  $287  million  worth  of 
credit-card  receivables  to  Citicorp.  Natu- 
rally, Citicorp  bought  the  receivables  at  a 
discount — and  the  deal  was  made  with- 
out recourse. 

Never  wanting  to  miss  out  on  a  good 
thing,  Citicorp  is  trying  to  drum  up  busi- 
ness for  this  service.  The  big  bank  is 
clear  about  the  advantages.  A  glossy  bro- 
chure reminds  potential  customers,  "By 
having  the  receivables  funded  off  balance 
sheet,  reported  balance  sheet  leverage  is 
decreased.  ..." 

The  nifty  fifty  (percent) 

Sometimes  a  company  wants  to  bor- 
row money  for  a  major  project — without 
appearing  to  overextend  itself.  The  ac- 
counting rules  on  consolidating  part  in- 
terests in  ventures  play  into  the  hands  of 
such  maneuvers.  The  way  the  rules  are 
set  up,  if  a  company  has  an  interest  of 
between  20%  and  50%  in  a  joint  ven- 
ture, it  reports  only  its  share  of  the  earn- 
ings— absolutely  none  of  the  debt 
(Forbes,  Numbers  Game  Mar  31). 

Arthur  Wyatt,  an  Arthur  Andersen 
partner  and  noted  authority  on  off  bal- 
ance sheet  accounting,  gives  an  example 
of  how  that  commonly  accepted  ac- 
counting rule  can  provide  debt  camou- 
flage: "Let's  say  I  own  a  chemical  com- 
pany. And  I  work  out  a  deal  with  an  oil 
company  to  build  a  chemical  plant  which 
we  will  both  be  able  to  use.  We  each  put 
in  $100,000  for  a  50%  interest.  And  then 
we  borrow  another  $50  million  for  the 
plant,  which  we  guarantee,  in  the  name 
of  the  joint  venture. 

"Okay.  Under  the  equity  method  of 
accounting,  all  I  show  on  my  balance 
sheet  is  a  $100,000  investment.  I  don't 
have  to  consolidate  debt  or  anything 
else." 

Nifty,  huh?  But  you  ain't  heard  noth- 
ing yet.  Wyatt:  "And  I  might  make  a 
million  dollars  on  that  venture  this  year, 
so  the  apparent  return  on  equity  for  me  is 

colossal." 


A  new  lease  on  life 

Perhaps  the  best-known  off  bal^ 
sheet  debt  instrument  is  in  leasing, 
years  now,  the  accounting  rulema 
have  claimed  that  long-term  lej 
should  really  be  treated  like  debt.  FN 
how  that  works:  If  you  have  a  15-y 
lease,  say,  and  you're  paying  $10,01 
year,  you  have  really  bought  the  serv 
of  that  building  for  25  years  for  $250, 
Thus,  you  should  capitalize  the  en 
$250,000 — showing  it  as  an  asset  on| 
side  of  the  balance  sheet,  and  an  e<| 
alent  liability  on  the  other  side. 

Just  a  few  years  ago,  the  Financial 
counting  Standards  Board  |FASB)  pa| 
a  rule  that  the  board  hoped  would  fin 
make  this  an  enforceable  accoun 
practice.  In  fact,  a  number  of  fi 
changed  their  method  of  accountinj 
leases  already  in  effect.  But  the  driv 
keep  those  leases  off  the  balance  she 
powerful.  Wyatt:  "Statement  13- 
FASB  leasing  rule — is  ineffective.  It's 
too  easy  to  construct  leases  to  avoid 
rules."  For  example,  says  Wyatt:  I 
lessee  goes  to  the  landlord  and  asks 
shorter  lease,  so  that  under  FASB  13 
can  keep  it  off  the  balance  sheet.  So 
landlord  says,  'Yeah,  but  that's  goiq 
increase  my  risk!'  So,  they  work  ou 
increase  in  the  rent,  which  minim 
the  landlord's  risk  on  a  shorter  lei 
Once  again,  not  only  are  appear^ 
deceiving — but  the  shareholder  pay; 
the  privilege  of  being  deceived. 

PsstI  The  auditor 

Although  there  are  a  number  of  en 
in  the  accounting  rules  to  hide  o 
some  entrepreneurs  find  their  oV 
slightly  illegal — methods.  Arnold  Si« 
managing  partner  of  Siegel,  Sugarma 
Seput,  a  midsize  San  Francisco  acco 
ing  firm,  explains  one  such  mean 
hiding  debt  that  he  has  uncovered:  ' 
we  have  companies  A  and  B.  A  n> 
earnings.  So,  it  sells  some  asset  to  B 
shows  the  earnings.  What  no  one- 
eluding  the  auditor — knows,  is  tha 
made  a  deal  to  buy  that  asset  back  fro 
in  the  future,  at  a  premium." 

What's  happened  here  is  that  A  sit 
got  a  collateralized  loan.  Siegel:  "It  oa 
look  like  A  sold  the  asset  to  B,  but  tl 
not  the  case.  Not  only  has  A  inflate 
earnings,  but  it  hasn't  shown  the  ob 
tion."  Frequently,  the  agreement  toi 
back  the  asset  is  hidden  in  legal 
tracts  so  completely  that  only  the  i 
vigilant  auditor  will  ever  find  it.  If 
auditor  misses  it — the  investor  do^ 
stand  a  chance. 

Naturally,  most  major  corporat 
wouldn't  resort  to  this  kind  of  horsej 
They  don't  need  to.  Between  jockei 
receivables  around,  playing  with  sul 
laries  and  numerous  other  less  comj 
devices,  there  are  plenty  of  ways  tol 
debt  off  the  balance  sheet.— Richard  <M 
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But  now,  imports  are  flowing  into  America  from  countries  whose 
roductivrty  is  increasing  faster  than  ours.  This  trend  upsets  our  balance  of 
trade  and  undermines  the  spending  power  of  our  dollars. 

Westinghouse  technology  can  help  reverse  this  trend.  We  have  prod- 
ucts and  systems  that  can  help  increase  productivity  while  using  less  energy. 

Today,  "Made  in  U.S.A7  is  still  the  sign  of  the  world's  foremost 
industrial  power.  Lef  s  put  technology  to  work  and  keep  it  that  way. 


our  life 


Changing  a 
skylincxreating  a 
community 


From  city  center  to  suburbia,  St.  Regis  is 
making  an  indelible  stamp  on  the  nation's 
building  industry.  Though  our  identity  is 
not  always  visible  in  the  completed 
structure,  St.  Regis  quality  is  indispens- 
able to  the  strength,  durability,  economy 
and  even  the  beauty  of  a  project. 

With  St.  Regis  prestressed  concrete,  a 
contractor  can  assemble  the  structure  of 
a  building.  Beams,  floors,  roofs  and 
sidewalls  are  fabricated  in  our  plants  to 
the  architects  specifications  and  de- 
livered ready  to  install.  Relying  on  the 
uniform  high  quality  of  St.  Regis  precast 


components  and  a  variety  of  exterior  I 
finishes,  the  architect  has  a  freer  creatl 
hand  and  the  builder  greater  control  I 
over  his  construction  schedule. 

St.  Regis  wood  prefabrication  technol 
is  widely  used  in  residential  community 

With  access  to  six  million  acres  of 
timberlands,  St.  Regis  is  today  one  of  i 
world  s  principal  suppliers  of  wood 
products  to  homebuilders. 

These  products  include  studs  and 
dimension  lumber,  the  basic  compon< 
of  house  framing,  and  boards  and 
plywood  for  the  sidewall  and  roof 


ng.  St.  Regis  also  produces  a 
of  prefabricated  structures  which 
e  homebuilder,  like  our  commer- 
itractor  customers,  the  reliability 
t-in  craftsmanship  and  constant 
ility. 

egis  pre-assembled  roof  and  floor 
and  pre-cut  walls  (which  include 
ng  doors)  are  delivered  to  the 
ig  site  precisely  when  needed  and 
liately  erected  at  tremendous 
in  time  and  expense, 
m  resources  of  the  good  earth  . . . 
ducts  for  the  good  life. 


our  construction 
products  are  getting  the 
job  done. 


La  Difference 


In-flight  entertainment. 

Separate  check-in. 
Separate  cabin. 


Advance  seatl 
selection.! 


Ask  for  Air  France  Business  Class.  A  Class  Apart.  Specify  Business 

Class  on  your  next  trip  to  Paris.  An  exclusive  class  apart  —affording  you  the  special  attention  you  deserve. 

You'll  enjoy  the  convenience  of  advance  seat  selection,  and  separate  check-in  and  boarding. 

On  board  you'll  be  seated  in  a  separate  cabin  of  our  747.  where  your  neighbors  will  be  Business  Class 
passengers  like  yourself. 

When  you  dine,  you'll  enjoy  some  of  the  best  food  the  French  can  offer.  Cuisine  a  la  Business  Class 
includes  ape'ritifs.  champagne,  fine  wine  and  cognac.  A  typical  dinner  might  open  with  saumonfume.  delicate 
morsels  of  smoked  salmon.  And  next,  salmis  de  caneton,  roast  duckling  in  a  delightful  sauce. 

Head  sets  for  music  and  movies,  as  well  as  slippers  and  eye  shades —all  included. 

Business  Class  is  available  from  New  York,  Chicago  and  Houston.  Call  your  Travel  Specialist  or  Air 
France  for  more  information.  And  the  next  time  business  takes  you  to  Paris,  make  sure  you  ask  for  Air  France 
Business  Class  — A  Class  Apart. 

AIR  FRANCE  MW\ 

The  best  of  France  to  all  the  world. 


zeovers  have  been  bonanzas  for  many 
ckholders.  At  Citation,  the  insiders  got  the 
)t,  everyone  else  got  the  boot. 

Everybody's  equal, 
only  some  people 
are  more  so 


By  Allan  Sloan 


:'s  sad  but  true  and  a  sign  of  the 
imes  that  most  stockholders,  if  they 
iren't  in  management,  dream  of  a 
Dver;  it's  the  fastest  way  to  enhance 
capital  in  the  stock  market  these 
In  the  fall  of  1978,  it  looked  like 
fortune  had  smiled  at  last  upon  the 
:holders  of  Citation  Cos.,  a  $55  mil- 
revenues)  Grand  Rapids-based  man- 
uring company.  Someone  had  come 
<e  over  sound,  profitable  but  unspec- 
ar  little  Citation  at  a  lofty  $17  a 
:,  a  fitting  reward  for  shareholders 
had  suffered  through  Citation's  lean 
s.  Or  so  it  seemed, 
itead,  the  big  insider  stockholders- 
tors  and  their  families  made  lots  of 
ey,  paid  lip  service  to  their  fiduciary 
ations  to  the  other  holders,  took 
$17  a  share  and  ran.  The  individual 
^holders  are  still  sitting  with  their 
:ion  shares,  worth  around  $9  at 
it  prices,  and  are  waiting  for  an  of- 
:  looks  like  a  long  wait, 
ill  this  sounds  like  strong  language 
judicious  business  magazine  to  in- 
l  in,  consider  the  facts  and  decide  for 
self: 

ir  tale  begins  in  October  1978.  Day- 
Valther  Corp.,  a  $200  million  (rev- 
s)  foundry  operation  owned  by  Day- 
hard-nosed  Walther  family,  paid 
Citation  insiders  $17  a  share  in  cash 
notes  for  30%  of  the  stock.  The 
ig  insiders  included  some  of  Grand 
is'  most  prominent  names:  two  di- 
rs,  members  of  the  Steketee  and 
elius  families,  which  founded  Cita- 
Citation  Chairman  Kenneth  Case 
his  children;  Harold  Sawyer,  now 
d  Rapids'  congressman  and  Cita- 
>  chairman  until  April  1978;  Saw- 
children  and  wife  (a  Steketee).  Saw- 
mt  not  his  ex-partners)  also  sold  the 
h  stock  held  by  his  former  law  firm. 

the  time,  Citation  and  Dayton- 
her  announced  that  D-W  would 
make  an  offer  for  the  remaining 


Representative  Sawyer,  Citation's  ex-chief 
"I  was  just  selling  my  shares." 

70%  of  Citation.  It  was  only  natural  to 
assume  the  price  wrould  be  on  the  order 
of  the  $17  Dayton-Walther  paid  for  the 
control  bloc.  That's  the  way  tender  offers 
are  supposed  to  work.  All  shareholders 
are  supposed  to  be  treated  about  the 
same.  It's  not  unusual  to  buy  the  control 
bloc  before  going  after  the  rest  of  the 
company.  But  almost  invariably,  the  sell- 
ers of  the  control  bloc  in  a  public  com- 
pany insist  that  the  acquirers  agree  to 
offer  an  equivalent  deal  to  the  other 
shareholders  promptly,  because  of  fair- 
ness and  fiduciary  obligations. 

Apparently  Citation's  insiders  didn't 
care  much  about  their  smaller  sharehold- 
er-partners— at  least  not  enough  to  keep 
their  Citation  stock  until  they  saw  the 
terms  Dayton-Walther  was  prepared  to 
offer  for  the  rest  of  the  shares. 

After  buying  the  insider  stock,  Day- 
ton-Walther got  two  seats  on  Citation's 
board.  The  Walthers  and  Citation  Chair- 
man Case,  who  had  already  sold  his  chil- 
dren's shares  and  half  his  own,  sat  down 


to  dicker.  One  problem  arose  immediate- 
ly: Dayton-Walther,  which  is  privately 
held,  claimed  that  it  wanted  to  go  public 
as  part  of  its  merger  with  Citation.  That 
meant  the  Walthers  couldn't  pay  cash  to 
buy  Citation.  Some  form  of  securities 
had  to  be  involved.  That  way,  the 
Walthers  would  be  able  to  take  their  own 
company  public  without  registrations, 
prospectuses  or  paying  fees  to  invest- 
ment bankers. 

Negotiations  dragged  on  for  months. 
With  the  control  bloc  in  hand,  the 
Walthers  didn't  have  to  act  quickly  or 
worry  about  a  rival  takeover  bid.  The 
Walthers  are  tough  cookies,  as  Case  had 
known  before  the  sale.  Dayton-Walther, 
seeking  to  take  over  $280  million  (rev- 
enues) Sealed  Power  Corp.,  had  already 
accumulated  almost  5%  of  the  company. 
Sealed  Power  wasn't  receptive,  and  Day- 
ton-Walther ultimately  sold  the  stock 
and  claims  it  made  a  $1  million  profit. 
The  Walthers  also  held  a  chunk  of  $160 
million  (revenues)  Buckeye  Internation- 
al, and  were  getting  ready  for  a  show- 
down with  Buckeye's  management. 
Fearing  a  takeover  by  the  Walthers, 
Buckeye  sued,  then  finally  found  a  buyer, 
Worthington  Industries,  to  take  the 
Walthers  out  at  a  $1.4  million  profit. 
Buckeye  had  to  pay  Dayton-Walther 
$500,000  on  top  of  that  to  get  D-W  to 
drop  its  countersuit. 

After  months  of  haggling  with  the 
Walthers  and  turning  down  their  skimpy 
first  offer,  Citation  agreed  to  submit  to 
its  shareholders  a  proposal  to  give  them  a 
package  of  securities  in  a  new  combina- 
tion Walther-Citation  Co.  The  package 
was  no  prize.  Each  Citation  share  would 
get  half  a  share  of  common  in  the  new 
company  (whose  per-share  earnings  and 
book  value  were  about  those  of  Citation), 
plus  0.55  shares  of  a  new  8.43%,  $16.25 
preferred  stock.  That  package  produced 
more  income  than  a  Citation  share,  but 
had  far  less  potential.  This  offer  came  a 
year  after  the  insiders  had  gotten  their 
$17.  What  was  the  package  worth?  No- 
body is  sure,  but  it  certainly  was  less 
than  $17.  Smith  Barney  and  Co.,  which 
got  a  $50,000  fee  for  advising  Citation, 
produced  a  standard  "fair  and  equitable" 
letter,  but  didn't  place  a  dollar  value  on 
the  securities  package  and  never  com- 
pared it  with  the  $17  the  insiders  had 
gotten  a  year  before. 

Meanwhile,  soaring  interest  rates  had 
driven  down  the  value  of  the  proposed 
Walther-Citation  preferred  stock,  and 
Dayton-Walther 's  profits,  keyed  to  the 
truck  and  heavy-duty  vehicle  markets  it 
supplies  with  foundry  castings,  were 
plummeting.  The  companies  called  the 
deal  off  last  month,  and  said  Dayton- 
Walther  might  be  back  with  a  new  offer 
to  Citation  shareholders.  Don't  hold 
your  breath. 

Case,  the  only  insider  who  kept  an 
appreciable  portion  of  his  Citation  stock, 
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defends  the  insiders'  haste  to  sell  out.  He 
said  that  changing  economic  conditions 
plus  a  delay  caused  by  the  legal  battle 
between  Buckeye  and  Dayton-Walther 
fouled  up  the  deal. 

"Who  knew  this  was  going  to  hap- 
pen?" Case  asked,  referring  to  the  rise  in 
interest  rates  and  the  Walther-Buckeye 
court  fight.  "Our  advisers  and  the  best 
economists  in  the  country  expected  in- 
terest rates  to  drop,"  he  said. 

Sawyer,  the  congressman  who  as 
chairman  had  helped  Case  nurse  Cita- 
tion back  to  health  after  an  ill-fated  ac- 
quisition binge  in  the  early  1970s,  con- 
cedes he  had  a  moral  obligation  to  the 
other  stockholders.  He  said  that  because 
he  had  left  the  Citation  chairmanship  in 
April  1978  and  was  not  on  the  board,  he 
had  no  legal  obligation  to  Citation  share- 
holders when  Dayton-Walther  appeared 


in  October  and  offered  to  buy  his  fam- 
ily's stock  and  the  shares  in  his  Keogh 
plan  at  his  former  law  firm.  "I  was  just 
selling  my  shares,"  he  said. 

So.  who  was  there  to  look  out  for  the 
individual  shareholders  who,  in  theory, 
owned  almost  70%  of  the  company? 
Anyone  at  all?  It's  customary  for  insiders 
to  look  out  for  the  well-being  of  the  other 
shareholders,  but  a  prominent  securities 
lawyer,  who  asked  not  to  be  identified, 
says  in  Citation's  case  there  is  probably 
no  way  to  force  the  insiders  to  do  so.  The 
Securities  &.  Exchange  Commission, 
which  is  supposed  to  make  sure  the  little 
guy  isn't  squeezed,  says  it  has  never  run 
into  a  situation  like  this  before.  As  the 
cabbie  told  the  well-dressed  passenger 
who  gave  him  a  $5  bill  for  a  S5  ride,  "It 
may  be  correct,  but  it  sure  ain't 
right."  ■ 


Looted  and  neglected,  Penn-Dixie  sank  into 
bankruptcy.  The  resulting  jolt  may  be  just 
what  is  needed  to  restore  it  to  health. 


A  dash  of 
coldiivater 


By  Ben  Weberman 
and  Alyssa  A.  Lappen 


THEY  KNOW  ALL  ABOUT  Murphy's 
Law  at  Penn-Dixie  Industries,  Inc. 
Just  about  anything  that  could  go 
wrong  did  go  wrong  there.  In  1976 
Forbes  reported  that  Penn-Dixie's  then 
chief  executive  officer,  a  man  with  a 
checkered  past  and  questionable  present, 
had  been  milking  the  company.  The  ex- 
ecutive, Jerome  Castle,  was  sentenced  to 
prison  last  October  for  conspiring  to  de- 
fraud the  company.  Before  that  the  once 
prosperous  cement-and-steel  company 
had  fallen  on  hard  times.  Its  plants  had 
become  obsolete,  its  resources  squan- 
dered. Penn-Dixie  shares  were  suspend- 
ed from  trading  on  the  New  York  Stock 
Exchange  in  1977  and  did  not  trade  again 
until  mid- 1978.  Finally,  in  1980,  the 
company  was  forced  to  seek  protection 
of  the  courts  when  its  bankers  curtailed 
an  existing  line  of  credit.  The  banks  were 
being  cautious.  After  all,  wasn't  Paul 
Volcker  leaning  on  them  to  tighten  up  on 
their  credit  standards? 


Good-bye  Penn-Dixie?  Not  necessar- 
ily. The  physical  assets,  if  somewhat  di- 
lapidated, remain  substantial  and  far  ex- 
ceed debt.  The  $376  million  (revenues! 
company  may  yet  be  nursed  back  to 
health,  albeit  in  a  somewhat  shrunken 
state.  If  so,  there  could  be  a  handsome 
payoff  to  patient  holders  of  its  shares, 
which  currently  trade  over-the-counter 
at  S2,  vs.  a  book  value  of  over  $10. 

The  job  of  saving  Penn-Dixie  rests 
chiefly  on  two  men,  William  J.  Scharffen- 
berger,  59,  who  became  president  and 
chief  executive  officer  last  June,  and 
Richard  A.  Hill,  executive  vice  president- 
finance,  who  joined  the  company  two 
years  before  Scharffenberger  did.  Scharf- 
fenberger,  a  brother  to  City  Investing's 
George  Scharffenberger,  is  an  expert  on 
corporate  pruning  and  reorganization, 
having,  among  other  jobs,  helped  bring 
Duplan  Corp.  out  of  bankruptcy. 

Hill  had  been  the  principal  of  Richard 
A.  Hill  Associates,  a  financial  and  gener- 
al management  consulting  firm,  from 
1970  to  the  time  he  became  a  senior 
executive  officer  of  Penn-Dixie.  The  two 


men  moved  into  a  situation  where  p 
tax  losses  in  the  four  years  ended  L> 
31,  1978  aggregated  $30. 5  million,  a 
facilities  had  been  allowed  to  deteriora 
The  company's  old  boss,  Jerome  Cast 
is  now  serving  a  15-month  prison  si 
tence  and  he  must  pay  a  $12,000  fine 
wire  fraud,  mail  fraud  and  conspiracy, 
was  also  successfully  enjoined  by  the 
curities  &  Exchange  Commission  fn 
further  violation  of  federal  securit 
laws.  Clearly,  no  one  had  been  mindi 
the  store. 

Take  the  steel  division's  rod  m| 
Complete  modernization  and  purch, 
of  additional  equipment  would  requ) 
$55  million  at  today's  prices.  The  co) 
pany  would  now  prefer  to  concentrate 
a  S15  million-to-$20  million  continue 
caster  installation.  Cement-division 
cilities  are  relatively  old  and  also  are] 
need  of  substantial  capital  expenditurj 

Hill's  small,  spare  office  just  past 
reception  desk  inside  the  corporate  he 
quarters  entrance  symbolizes  his  un<^ 
standing  of  the  need  for  belt  tighteni 
Gray-haired  and  blue-suited,  he  lc^ 
more  like  a  banker  or  lawyer  than  a  c< 
struction-materials  executive, 
spends  as  much  time  with  bankers 
lawyers  as  he  does  with  other  compa 
officers. 

Hill's  top  priority  is  to  raise  enott 
money  to  pay  off  the  three  banks  vt 
precipitated  the  insolvency  by  refuse 
to  continue  advancing  funds  to  Pe 
Dixie  under  a  line  of  credit  scheduled 
run  through  Apr.  1,  1981.  Early 
month,  Penn-Dixie  owed  $21  mill 
and  wanted  to  go  to  $30  million.  But 
three  banks — Mellon  Bank,  Natia 
Bank  of  Detroit  and  First  Pennsylval 
Bank — refused  to  reinstate  the  old  a 
ing.  They  cited  a  provision  of  the  1 
agreement  that  called  for  certain  ratioi 
current  assets  to  current  liabilities 
minimum  amounts  of  net  working  c 
ital  and  net  worth. 

Hill  says  he  was  "disappointed  at 
action  of  the  banks  and  convinced  t 
there  was  no  necessity  for  them  to  V 
the  extreme  position  they  did."  As  ] 
of  the  loan  agreement,  substan 
amounts  of  collateral  had  to  be  postei 
back  the  bank  loans.  On  June  30,  IS 
when  the  loan  reached  S30  million, 
banks  held  as  collateral  S34  millior 
accounts  receivable,  S41  million  of 
vehtory  and  S32  million  of  fixed  asse 

The  banks  still  have  a  call  on  tr 
assets  in  bankruptcy  and  on  cash  flov 
well — which  makes  it  difficult  for  Hil 
generate  cash  to  keep  operating, 
court  has  stipulated  that  the  banks 
take  20%  of  all  revenues  until  the  del 
paid  off.  The  remaining  80%  is 
enough  to  pay  bills  and  other  expensi 

One  of  the  urgent  requirements 
Hill,  consequently,  is  to  find  some  ot 
source  of  financing,  a  company  sue! 
General  Electric  Credit  Corp.,  that 
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"I  never  knew 
gold  rum 
tasted  like 
this: 


ce  enough  money  to  pay  off  the 
and  get  the  sorely  needed  capital 
ing  program  going. 
:  lively  possibility  for  raising  des- 
:ly  needed  cash  is  sale  of  the  origi- 
ement  division.  An  old  cement 
in  Nazareth,  Penna.  has  already 
shuttered  and  is  for  sale.  The  Naza- 
icility  has  not  earned  a  profit  for  at 
three  years,  even  in  good  cement 
:t  areas.  In  1978,  43%  of  Perm- 
's total  cement  sales  were  in  the 
ible  Midwest  and  29%  in  the  prof- 
Southeast.  The  Nazareth  plant  is 
id  inefficient  and  it  serves  a  region 
!  there  is  intense  price  competi- 
Lxment  is  so  bulky  and  heavy  that 
not  be  shipped  far  without  incur- 
Kcessive  cost.  The  plant  is  in  dread- 
ape,  but  what  with  growing  opti- 
over  cement's  future  (Forbes,  Mar. 
may  well  be  salable  and  could  bring 
to  $6  million.  The  Justice  Depart- 
could  resist  this  sale  on  antitrust 
ds,  but  there  is  a  failing-company 
ne  that  could  be  applied. 
;  of  Perm-Dixie's  best  assets  is  the 
nill  at  Kokomo,  Ind.,  which  chiefly 
3  steel,  steel  products,  wire  and 
products.  Besides  Nazareth,  there 
e  other  cement  plants,  all  requiring 
intial  capital  spending.  Scharffen- 
•  has  replaced  the  heads  of  both  the 
and  cement  divisions  with  top- 
executives  from  outside.  Now 
Efenberger  must  decide  which 
;  of  the  company  to  keep  and  which 
:r  for  sale  to  raise  cash. 
:  fact  remains:  As  against  total  debt 
iut  $46  million,  there  are  corporate 
having  a  book  value  of  $176  mil- 
irobably  worth  much  more  through 
y  sale.  Penn-Dixie  could  well  pro- 

0  the  bankruptcy  court  a  reorgani- 

1  plan  before  the  120-day  deadline 
ed  by  the  court.  This  means  the 
any  could  be  out  of  bankruptcy  rela- 

soon — sometime  after  the  four- 
deadline. 
:  steel  division,  Penn-Dixie  Steel 
,  is  the  stockholders'  white  hope, 
ear  the  steel  division's  sales  totaled 
million,  vs.  the  cement  division's 
le  of  $88  million,-  the  Aggregates 
Construction  division's  road  build- 
id  erection  of  structural  concrete 
cts  added  $63  million.  Steel  operat- 
come  totaled  $1.3  million,  cement 
d  $1.5  million  (without  counting  a 
nillion  markdown  from  closing  of 
lazareth  cement  facility)  and  con- 
ion  operating  income  came  to 
D00 — after  adjustment  for  a  $4.7 
m  loss  from  an  operation  now  being 
iated.  That  all  came  to  56  cents  a 

of  operating  profit.  So,  the  stock 
it  only  about  19%  of  book  value  and 

4  times  last  year's  operating  earn- 

Stockholders  have  paid  a  heavy 
for  past  mismanagement,  but  all  is 
(St.  ■ 


If  you're  still  drinking  It's  because  you  haven't 
Canadian  &  soda...      tasted  gold  rum  &  soda. 


That's  the  reaction  that's  made 
Puerto  Rican  Gold  Rum  one  of  the 
fastest  growing  liquors  in  America 
today.  It's  the  smooth  alternative  to 
bourbons,  blends,  Canadians  — 
even  Scotch. 

Try  our  Gold  Rum  with  soda, 
ginger  ale,  or  on  the  rocks.  The 
first  sip  will  amaze  you.  The  second 
will  convert  you. 


Make  sure  the  rum  is  Puerto 
Rican.  The  people  of  Puerto  Rico 
have  been  making  rum  for  almost 
five  centuries.  Their  specialized 
skills  and  dedication  result  in  a  rum 
of  exceptional  taste  and  purity. 

No  wonder  over  85%  of  the  rum 
sold  in  this  country  comes 
from  Puerto  Rico. 


PUERTO  RKAfl  RUIRS 

Aged  for  smoothness  and  taste. 


For  free  Light  Rums  of  Puerto  Rico  recipes,  write  Puerto  Rican  Rums, 
Dept  FB-5. 1290  Avenue  of  the  Americas,  N  Y  N  Y  10019  ©1979  Commonwealth  of  Puerto  Rico 
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"At  Union  Pacific,  we  consider  the  effective 
management  of  reliable  information  vital  to 
our  continued  progress." 


)ames  H.  Evans,  Chairman,  Union  Pacific  Corporation 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


Business  executives  know 
it  the  name  Union  Pacific 
nds  for  a  lot  more  than  rail- 
ids  these  days.  Today,  the 
erests  of  Union  Pacific  Cor- 
ration  encompass  transpor- 
on  (Union  Pacific  Railroad), 
ergy  and  natural  resources 
lampiin  Petroleum,  Rocky 
)untain  Energy,  Upland 
Justries). 

rhe  16  major  operating  units 
l~he  Dun  &  Bradstreet  Cor- 
ration  provide  a  wide  range 
information  and  business 
vices  that  match  the  needs 
Union  Pacific  management, 
vloody's  Investors  Service, 
e  of  the  Dun  &  Bradstreet 
npanies,  enables  Union 
:ific  to  tell  its  story  in  detail 
the  investment  community 
h  Full  Measure  Coverage 


in  Moody's  Manuals. 

To  reach  85,000  purchasing 
professionals,  Union  Pacific 
advertises  in  Purchasing 
World,  one  of  20  magazines 
published  by  Technical  Pub- 
lishing, a  D&B  company.  To 
reach  top  management, 
Union  Pacific  uses  Dun's 
Review. 

Union  Pacific  employees 
find  the  information  contained 
in  the  Official  Airline  Guides 
indispensable.  The  OAG  con- 
tains schedules  and  fare  data 
on  600  airlines  flying  to  3,800 
cities  around  the  world. 

Dun's  Marketing  Services 
helps  Union  Pacific  identify 
potential  customers  for  its  four 
operating  companies  by  pro- 
viding key  marketing  data  on 
more  than  four  million  U.S. 
businesses. 


And,  Union  Pacific 
relies  on  Dun  &  Bradstreefs 
credit  information  to  help 
make  sound  decisions  based 
on  fact.  In  fact,  a  former  D&B 
credit  correspondent, 
Abraham  Lincoln,  was  Presi- 
dent of  the  United  States 
when  Union  Pacific  was  origi- 
nally chartered  by  Congress  to 
open  up  the  American  West 
in  1862. 

At  Dun  &  Bradstreet,  we  un- 
derstand the  needs  of  large, 
diversified  corporations  as 
well  as  those  of  our  thousands 
of  small  business  customers. 

When  it  comes  to  both 
business  information  and  serv- 
ices, the  resources  of  The 
Dun  &  Bradstreet  Corporation 
produce  results. 


The  Dun  &  Bradstreet 
Corporation 


ess  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  Dun  &  Bradstreet  Internailonal; 
'*  Bradstreet  Plan  Services;  National  CSS;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley;  Official  Airline  Guides, Travel  Magazines; 
ly's  Investors  Service;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing;  Dun's  Marketing  Services; 
casting:  Corinthian  Television  Stations;  TVS  Television  Network;  Peters,  Griffin,  Woodward. 


WE  HELP  DISCOVER  OIL 


ISNT  IT  SURPRISING  SO  MANY  INVESTOR 
HAVE  NEVER  DISCOVERED  US? 


Most  well-informed  investors  know  NL 
Industries  as  a  major  specialty  chemicals  and 
fabricated  metals  company. 

But  here's  something  many  of  them  don't 
know.  NL  is  now  one  of  the  world's  leading  petro- 
leum service  companies. 

In  fact,  in  just  four  years,  we've  invested  over 
one-half  billion  dollars  in  NL  Petroleum  Services. 

When  oil  is  discovered  anywhere  in  the 
world,  chances  are  one  of  NL's  products  or  ser- 
vices helped  make  the  discovery.  For  example, 
NL's  Baroid  Division  is  one  of  the  world's  leading 
suppliers  of  essential  drilling  fluids. 


Baroid  is  just  one  reason  why  sales  and 
earnings  of  NL  Petroleum  Services  have  doubled 
in  four  years. 

As  a  result,  our  petroleum  service  operations 
now  account  for  nearly  two-thirds  of  NL's 
operating  profit.  So  it's  not  surprising  that  NL  has 
become  a  major  factor  in  the  oilfield  services 
industry. 

There  are  a  number  of  other  things  to  dis- 
cover about  this  somewhat  misunderstood  com- 
pany with  sales  approaching  $2  billion. 

Send  for  our  annual  report  and  discover 
some  of  them  for  yourself. 


N  Industries 

1230  Avenue  of  the  Americas,  New  York,  New  York  10020 


R.J.  Reynolds  Industries  a  potential  Sea- 
im?  There  are  some  interesting  similarities. 


Cigarettes 
with  an  oil  chaser 


The  Streetwalker 


he  stock  of  R.J.  Reynolds  Indus- 
tries starts  to  move  just  after  Sea- 
gram Co.'s  stock  goes  crazy  over 
;  that  Seagram  is  about  to  sell  its  big 
id  gas  operation.  Why?  That's  easy, 
is  sitting  on  an  oil  and  gas  operation 
might  be  as  juicy  as  Seagram's.  We'll 
=  it  real  simple  for  you:  If  RJR's  oil 
*as  is  worth  about  as  much  as  Sea- 
's it  would  have  a  market  value  of 
t  $24  per  RJR  share.  Since  RJR  was 
ltly  selling  around  $34  and  will  have 
:  than  $5  per  share  in  earnings  out- 
the  oil  and  gas  properties,  you  can 
why  investors  would  get  excited 
t  RJR  after  reading  about  the  Sea- 
deal.  Take  out  the  oil  properties 
IJR  is  selling  about  2  times  earnings, 
ere  are  a  couple  of  hitches,  of 
>e.  There  is  no  reason  to  think  RJR 
s  to  sell  its  Aminoil  subsidiary, 
from  the  oil  company's  lengthy, 
ate  annual  report.  Moreover,  RJR's 
ets  spread  over  a  capitalization  of 
nillion  shares,  3  times  as  many  as 
am  has  outstanding.  Still,  if  you 
to  own  some  oil  and  gas  as  opposed 
iking  a  quick  turn  in  the  stock  mar- 
there's  a  lot  to  be  said  for  RJR  as  a 
al  kind  of  oil  play.  Aminoil  has  pro- 
on  in  California,  Louisiana,  Texas, 
«Jorth  Sea  and  Argentina.  Late  last 
:h  it  announced  a  "significant  dis- 
ry"  in  northeast  Montana, 
linoil  holds  a  nearly  50%  interest  in 
80-acre  operation  in  the  Richland 
ity  area  of  the  Williston  Basin, 
e  the  wildcat  discovery  was  made; 

0  has  partial  interests  in  a  further 
100  Williston  acres.  All  told,  during 
rst  quarter  of  1980  Aminoil's  explo- 
n  efforts  resulted  in  an  additional  5 
on  barrels  of  oil  reserves.  Aminoil 

1  57%  success  ratio — exceptionally 
—on  12  gross  exploratory-type 
i.  "That  was  no  one-shot  fluke," 
Geoffrey  Hcrtel,  a  savvy  oil  analyst 


with  Houston's  Rotan  Mosle,  "because 
last  year  Aminoil  had  a  53%  success 
ratio,  on  62  exploratory  wells." 

According  to  the  company's  latest  es- 
timate, last  year  Aminoil  increased  its 
proven  oil  reserves  by  12  million  barrels, 
for  a  total  of  130  million.  Aminoil  also 
sits  atop  some  655  billion  cubic  feet  of 
natural  gas.  That  doesn't  take  into  ac- 
count another  estimated  60-million-or- 
so  barrel  equivalents  of  known  but  un- 
proven  reserves  that  Aminoil  possesses. 
Aminoil's  production  makes  it  the  28th- 
largest  oil  company  in  the  U.S. 

Clearly  Aminoil  has  been  well  worth 
the  $522  million  paid  by  Reynolds  in 
June  1976  to  acquire  Burmah  Oil's  U.S. 
properties  and  most  of  its  oil  business. 
Since  then  the  big  tobacco  company  has 
poured  close  to  $450  million  into  explo- 
ration and  development.  Moreover,  says 
Geoff  Hertel,  "Aminoil's  management 
has  indicated  they  intend  to  pour  $1  bil- 
lion into  exploration  and  development 
over  the  next  five  years." 

Okay,  but  let's  give  a  value  to  Amin- 
oil's reserves.  Assuming  current  prices, 
let's  allow  for  theoretical  capital  gains 
taxes  and  a  few  other  contingencies  and 
say  the  reserves  are  worth  $2  billion,  net. 
That  would  work  out  to  about  $20,  net, 
per  RJR  share.  Since  the  stock  currently 
sells  for  around  $34,  that  would  put  a 
price  of  about  $14  a  share  on  the  rest  of 
the  company.  As  we  said,  RJR  is  project- 
ed to  earn  over  $5  a  share  from  its  nonoil 
operations  this  year,  but  what  else  is  in 
the  package?  A  book  value  of  around  $25 
a  share,  excluding  oil,  for  one  thing.  A 
beautiful  cash  cow  in  its  cigarette  busi- 
ness, for  another — a  business  that 
throws  off  half  a  billion  after  taxes  every 
year  and  requires  very  little  in  the  way  of 
capital  spending  for  its  Winston,  Salem, 
Vantage  and  Camel  brands. 

Here's  how  Peter  J.  Enderlin,  an  ana- 
lyst from  Smith  Barney,  sees  the  situa- 


tion: "Cigarettes  account  for  more  than 
three-quarters  of  profits.  Reynolds,  with 
nearly  a  one-third  share  of  the  domestic 
market,  is  doing  very  well  here.  Unit 
volume  was  probably  down  about  3.5% 
in  the  first  quarter,  but  price  increases  of 
about  8.5%  more  than  made  up  for  the 
shortfall,  and  by  year-end  unit  volume 
should  be  back  even  with  last  year. 

"That's  domestic  cigarettes.  Overseas 
is  a  much  better  story.  There,  overall 
unit  volume  increased  by  about  10% 
even  after  the  loss  of  the  Iran  operation." 

Del  Monte  Corp.,  acquired  in  February 
1979,  contributed  a  sizable  first-quarter 
sales  gain  to  RJR's  considerable  food  op- 
erations. Unfortunately,  high  fixed 
charges,  resulting  from  the  purchase  and 
heavy  marketing  and  development  costs, 
kept  earnings  from  the  division  (Chun 
King  foods,  juice,  canned  fruits  and  vege- 
tables) just  slightly  above  last  year. 

Sea-Land,  the  company's  container- 
ized shipping  subsidiary,  showed  a  small 
decline  in  earnings  on  a  15%  gain  in 
revenues  in  the  first  quarter.  The  main 
reason:  soaring  fuel  costs.  The  outlook 
for  the  rest  of  the  year  for  Sea-Land  is 
poor,  owing  to  the  recession  and  the 
threat  of  a  dock  strike.  However,  Sea- 
Land  is  only  14%  of  RJR  revenues  and  is 
a  good  bet  for  the  future. 

But  back  to  oil  and  gas.  The  energy 
business  throws  off  over  $200  million  a 
year  in  cash  flow  from  operations  and 
grows  at  a  rate  of  better  than  40%  a  year. 
Exactly  how  valuable  are  Aminoil's  re- 
serves? "We  have  to  get  more  details  on 
the  specific  fields  and  their  reserve  and 
production  rates,"  says  analyst  Hertel, 
"but  undoubtedly  you're  looking  at  a  re- 
serve position  at  Aminoil  today  that  runs 
into  billions."  An  enthusiastic  Peter  En- 
derlin is  more  specific:  "The  Sun  Co. 
offer  for  Seagram's  energy  operations  re- 
inforces my  belief  that  Aminoil  USA 
alone  is  worth  $3  billion  in  today's  mar- 
ket, where  Sun  paid  over  $12  a  barrel  for 
Texas  Pacific's  domestic  reserves.  That 
would  come  to  about  $30  for  each  share 
of  Reynolds." 

The  point  is  that  Aminoil,  so  far,  has 
made  only  a  modest  contribution  to 
RJR's  overall  earnings,  accounting  for 
about  6%  of  operating  income  last  year. 
Oil  is,  in  effect,  a  hidden  asset  so  far  as 
earnings  are  concerned.  Meanwhile,  the 
rest  of  the  company  is  flourishing.  Earn- 
ings in  the  first  quarter  were  up  40% 
over  the  first  quarter  of  1979.  Analyst 
Enderlin  looks  for  $6.20  (fully  diluted)  for 
the  full  year  and  adds:  "I've  estimated 
about  another  10%  gain  in  1981." 

Then  there's  the  dividend,  $2.10  a  year 
and  below  Reynolds'  traditional  payout 
ratio;  here's  one  company  that  could 
easily  raise  its  dividend  this  year.  There 
may  be  more  exciting  ways  than  RJR  to 
play  the  oil  and  gas  angle  in  the  market 
these  days  but  we  can't  think  of  a  safer 
one . — Hon  ard  Ruth litsk) ■ 


IS,  MAY  26,  1980 


67 


Short-selling  is  not  a  graceful  way  to  age. 
Suppose  DTS'  problems  are  only  short  term. 


Why  bears 
have  ulcers 


The  Streetwalker 


Warren  Beck  in  his  Herzfeld  &  Stern  office 
Rosy  dreams  and  sweaty  nightmares. 


A few  weeks  back,  a  former  student 
of  Renaissance  history  turned 
market  analyst  gave  us  a  glimpse 
into  the  arcane  world  of  the  professional 
short-seller.  Herzfeld  &  Stern  analyst 
Warren  Beck,  37,  has  been  on  special 
assignment  for  a  swinging  hedge  fund 
which  has  recently  just  covered  a  big 
short  position  in  a  hot  little  stock  named 
Data  Terminal  Systems,  traded  on  the 
NYSE.  Beck  and  his  friends  were  not 
amused  when  Business  Week  (Mai:  17)  ran 
an  upbeat  story  that  said  DTS  earnings 
could  only  drop  to  around  $2.60  a  share- 
in  fiscal  1 979  ending  Jan.  3 1 ,  1 980.  When 
you  are  sitting  with  a  big  short  position, 
it  doesn't  help  when  a  widely  circulated 
publication  says,  in  effect,  that  you  are 
on  the  wrong  side  of  the  stock.  End  of 
March,  Beck  calls  us.  All  wrong,  Beck 
said  of  the  BW  article,  just  as  wrong  as 
earlier  forecasts  that  had  DTS  earning 
$3.75  in  fiscal  1979;  in  fact,  it  came 
through  with  less  than  $2. 
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At  the  time,  Beck  and  his  customers 
were  not  alone  in  their  bearish  stance. 
As  against  5  million  DTS  shares  out- 
standing, the  short  position  was  a  huge 
320,000  shares. 

DTS  is  the  kind  of  stock  that  can  give 
speculators  rosy  dreams  or  sweaty  night- 
mares. In  electronic  cash  registers,  point- 
of-sale  terminals  and  labor-saving  super- 
market scanners  that  read  the  Universal 
Product  Code,  it  is  second  to  NCR — 
although  much  smaller,  with  sales  of 
$107  million,  less  than  1%  of  NCR's. 
Only  five  years  ago,  DTS  had  revenues  of 
just  $7.5  million;  in  the  1978  fiscal  year 
its  profits  were  twice  that. 

The  trouble  with  that  kind  of  growth 
is  that  it  can  get  out  of  control.  Beck  and 
his  friends  were  betting  that  this  was 
just  what  happened.  Uncontrolled 
growth  can  be  almost  as  serious  for  a 
company  as  lack  of  growth,  especially 
when  the  company  is  relatively  young 
and  lightly  capitalized  and  when  bor- 


rowed  money  costs  an  arm  and  a  leg. 

Others  weren't  so  sure  that  DTS  wJ 
in  trouble.  The  company  has  plenty  I 
partisans  on  Wall  Street.  At  the  end  I 
March,    President   Robert   F.  Collir 
went  before  the  New  York  Society 
Security  Analysts  and  confessed  ttt 
earnings  for  fiscal  1979  were  only  $  1  V 
share.  The  stock  barely  budged,  shppii 
just  a  half  point  to  23 'A. 

We  were  intrigued  by  the  situation  a 
decided  to  learn  more. 

Rumor  had  it  that  the  famous  Robj 
Wilson  (Forbes,  Oci  /.  J97V)  was  sh 
ing  DTS.  We  asked  him.  Not  so,  Wil 
told  us.  He  had  been  short  previously  rj 
covered  at  around  30.  He  thought  it  v| 
still  a  fine  company.  "I  would  rather 
long  than  short  now,"  he  told  us.  Thou 
famous  as  a  short,  Wilson  feels  that  t 
long  side  of  the  market  is  the  place  tol 
most  of  the  time  with  most  of  oni 
money  in  the  1980s. 

So  Wilson  was  basically  bullish 
DTS.  So  were  most  other  analysts 
spoke  with.  "Sure,  DTS  has  near-te 
problems,"  said  one,  whose  mutual  fu 
is  a  big  holder,  "but  the  price  of  the  stc 
reflects  those  problems.  I  think  the  stc 
will  be  very  rewarding." 

Well,  we  wouldn't  have  a  stock  marl 
if  there  weren't  different  opinions  on  t 
same  stock. 

The  stock,  selling  at  47  as  recentlyi 
November,  nose-dived  to  the  30s  becai 
of  reports  of  cost  overruns,  semicondi 
tor  shortages  and  overseas  distnbu 
problems.  Just  a  month  after  we  tall< 
with  Beck,  the  news  broke:  Murray 
Ruben,  cofounder  and  second  larj 
stockholder  of  DTS,  announced  his  re 
nation  from  the  board.  In  May  the  sti 
dropped  below  18  amid  rumors  that  f 
new  fiscal  year  is  off  to  a  questional 
start  because  the  high  cost  of  monel 
making  it  difficult  for  DTS  customer^ 
get  third-party  financing. 

Warren  Beck  is  betting  that  the  D( 
problems  are  chronic.  The  bulls  are  ti 
ting  they  are  only  temporary.  A  lot  of 
bears  have  covered;  the  short  position 
now  only  100,000  shares,  down  69 
The  shrinkage  of  the  short  posit] 
means  that  there  are  now  fewer  bej 
ready  to  buy  the  stock  for  covering  pj 
poses  if  it  drops. 

If  things  are  really  bad,  DTS  is  putt 
a  brave  face  on  it.  For  three  years  novj 
has-  treated  its  entire  work  force,  ri 
2,000  people,  to  a  company-paid  tril 
this  year  a  choice  of  either  Paris  or  0 
muda.  As  we  write,  part  of  the  w< 
force  is  already  Eiffel-Towering  it  wfc 
the  rest  have  their  bags  packed. 

With  the  explosive  growth  a  compa 
like  DTS  is  capable  of,  the  stock  coi 
easily  turn  around  and  trap  Beck  and 
fellow  bears.  But  if  it  should  turn  out  t 
costs  really  are  out  of  control.  .  .  . 

See  why  short-selling  isn't  for  | 
timid;— Robert  J  FlaJjerty  and  Gerald  Odeni 
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"How  to  divide  and  conquer  the  computer" 


The  newest  wave  in  computer 
usage  is  Distributed  Information  Pro- 
cessing (DIP),  which  promises  to 
become  one  of  the  major  manage- 
ment approaches  to  the  business 
strategies  of  today  and  tomorrow. 

To  a  large  extent,  contemporary 
strategies  are  pointed  toward  the 
goal  of  growth  in  an  era  of  dimin- 
ishing horizons  and  increasing  limi- 
tations. They  are  designed  to  make 


the  most  of  shrinking  human  and  ma- 
terial resources,  aging  plants  and 
facilities,  mounting  foreign  competi- 
tion, uncertainties  in  the  social  and 
political  spheres,  legal  constraints 
on  growth-by-acquisition,  compli- 
ance costs,  and  public  concerns 
ranging  from  consumerism  to 
environmentalism. 

Consider  nine  current  strategies 
which  are  applicable  to  the  widest 


spectrum  of  industry,  without  regard 
to  market  or  product: 

•  Shorter,  more  successful  develop- 
ment cycles 

•  Better  return  on  new  products  or 
services 

•  Higher  fixed  asset  utilization 

•  Reduced  inventory  investment 

•  Maximum  revenues  from  existing 
customer  base 

•  Less  expensive  marketing  channels 


DISTRIBUTED 
PROCESSING. 

Honeywell  systems  put  needed 
information  at  managements  fingertips. 


I 


.nformation.  It's  one 
of  your  most  valuable 
resources.  Properly  man- 
aged, it  makes  managers 
more  effective,  workers 
more  productive,  and 
customers  happier. 

The  message. 

Distributed  processing  Hi 
is  a  way  of  combining 
computer  and  commu- 
nications technology  to 
handle  the  business  infor- 
mation requirements  of 
multiple  locations.  Instead 
of  bringing  the  work  to  the  1 
computer,  you  spread  your 
computer  power  around  to  do 
the  most  good  for  the  most 
people. 

Sounds  simple.  But  when 
you  have  computers  talking 
to  computers  talking  to  users 
over  communications  lines,  the 
complexities  mount  up  fast. 

The  medium. 

So  we  started  with  our 
Distributed  Systems  Envi- 


ronment. It's  Honeywell's 
way  of  making  sure  that 
every  product  performs 
effectively  in  distributed 
networks.  Now,  and  in 
the  future. 

Then  we  built  hardware 
and  software  products  that 
are  both  compatible  and  easy 
to  use.  Our  small  systems 
talk  to  our  medium  and  large 
systems  and  our  terminals 
talk  to  people.  And  we 
backed  them  all  up  with  our 
nationwide  distributed  main- 
tenance service. 


Security. 

Even  as  we've  made 
our  systems  more  acces- 
sible to  more  people, 
we've  developed  security 
provisions.  Sensitive 
information  can  be  lim- 
ited to  those  people  with 
a  need  to  know. 

And  control. 


We've  kept  our  distrib- 
uted systems  concepts 
flexible.  So  you  can  have 
the  management  control 
that  best  fits  your  opera- 
tion. And  you  can  modify 
your  system  as  your  needs 
change.  That's  information 
control.  And  it's  one  of  the 
things  we  do  best. 

For  more  information  on 
Honeywell  distributed  proc- 
essing, write:  Honeywell, 
200  Smith  Street  (MS  487), 
Waltham,  Massachusetts 
02154. 


Honeywell 


•  Less  expensive  physical  distribu- 
tion systems 

•  Tighter  cash  management 

•  More  efficient  compliance 

What  these  have  in  common  is  that 
they  are  productivity  oriented.  They 
are  also  directly  linked  with 
Distributed  Information  Processing 
insofar  as  their  effective  implemen- 
tation is  concerned. 

DIP  positions  computer  power  at 
the  "faceoff  points"  of  the  organiza- 
tion, providing  information  quickly 
and  cheaply  to  those  who  need  it  for 
control,  operational  or  decision- 
making purposes.  The  "end  users" 
may  include  the  CEO,  division  heads, 
staff  professionals,  line  managers, 
major  suppliers  or  even  customers. 
The  end  result  is  to  regenerate  both 
internal  and  external  communica- 
tions channels  that  atrophied  when 
businesses  took  whole-heartedly  to 
processing  and  storing  information  in 
huge  centralized  computers.  Telepro- 
cessing partially  restored  those  chan- 
nels. DIP  reestablishes  them,  without 
affecting  the  integrity  of  the  informa- 
tion maintained  in  the  principal 
databanks. 


BEYOND  EDP 


Unique  among  the  technologies  of 
this  inflationary  age,  the  computer 
grows  steadily  better  and  cheaper. 

The  phenomenon  is  largely  the 
work  of  what  some  have  called  the 
incredible  shrinking  memory — in 
other  words  the  geometrically 
decreasing  size  of  the  tiny  random- 
access  memory  chips  that  now  pack 
as  many  as  64.000  bits  per  quarter- 
inch  chip  and  are  moving  toward 
256,000  bits  in  the  same  tiny  space. 
Similar  chip  technologies  are  also 
making  it  possible  to  process  those 
bits  at  incredible  speeds — soon  to 
be  measured  in  pico-seconds  (tril- 
lionths  of  seconds). 

Such  greater  capacity  at  ever  less 
cost  per-bit,  or  unit  of  information, 
has  vastly  expanded  the  universe  of 
the  computer.  New  families  of  com- 
puter-like devices  and  peripherals 
are  bringing  the  power  of  electronic 
data  processing  (EDP)  to  millions  of 
additional  users. 


This  blossoming  of  intelligent, 
stand-alone,  table-top,  and  com- 
munications-capable computers  has 
taken  EDP  to  a  new  stage.  People  of 
all  ranks  and  stations  in  the  organiza- 
tion can  now  deploy  EDP  resources 
in  interactive  ways  that  most  suit 
their  own  responsibilities.  This  con- 
trasts with  the  virtual  inaccessibility 
of  computerized  information  in  the 
previous  incarnations  of  data  pro- 
cessing, the  Isolated  Computer  fol- 
lowed by  the  Large  Computer 
Center. 

General  managers  in  organiza- 
tions which  have  embraced  DIP  tend 
to  express  highly  positive  feelings  on 
their  new  perspectives  and  controls 
over  the  areas  of  their  responsibility. 
They  believe  DIP  gives  them  a  han- 
dle on  the  way  things  are — just  about 
anywhere  in  the  organization  and  up 
to  the  minute. 

Sparking  this  trend  has  been  the  one 
device  that  embodies  the  smaller- 
and-better-yet-cheaper  promise  of 
DIP:  the  minicomputer.  First  devel- 
oped for  specialized  functions,  such 
as  process  control,  tens  of  thousands 
of  these  machines  are  now  perform- 
ing more  generalized  tasks,  such  as 
branch  office  transaction  processing, 
relieving  the  burden  on  the  large,  cen- 
trally installed  mainframe 

Placed  within  reach  of  the  end 
users,  the  minicomputers  tend  to  re- 
focus  and  indeed  reshape  the  ways 
people  work  with  them.  They  become, 
in  their  turn,  central  to  organizational 
departments,  regional  offices  and 
plants,  retail  stores,  and  other  activity 
and  profit  locations. 

The  same  random  access  memory 
and  logic  chips  that  underpin  mini- 
computers are  also  the  shared  genes 
of  intelligent  devices  that  are  small 
enough  and  cheap  enough  to  be  used 
as  the  information  nodes  of  a  data 
communications  network  extending 
far  from  the  control  mainframe. 
These  interactive  work  stations  in- 
clude data  terminals,  word  proces- 
sors, copiers,  calculators,  and  even 
telephone  sets.  They  distribute,  on  a 
planned  basis  throughout  the  organi- 
zation, real-time,  on-line  power  and 
responsibility  to  perform  jobs  and 
report  their  status. 

DIP  may  indeed  extend  these  cap- 


abilities to  sectors  of  the  society 
hitherto  barely  touched  by  EDP  itself. 
Clerks,  bluecollar  workers,  salesmen, 
policemen,  and  insurance  agents  are 
among  the  legions  of  new  end-users 
of  computerized  systems — utilizing 
terminals  in  branch  offices,  factory 
production  lines,  hotel  rooms  (sales- 
men attaching  their  terminals  to  tele- 
phones to  report  back  to  the  office), 
and  patrol  cars  (to  check  on  stolen 
vehicles). 

DIP  promises  enhanced  produc- 
tivity from  more  and  more  members 
of  the  workforce.  It  also  threatens  dis- 
placement or  unemployment  for 
those  whose  skills  are  replaceable  by 
intelligent  terminals — such  as  clerks 
with  fewer  papers  to  file,  production 
supervisors  who  once  compiled  the 
job  sheets  that  now  come  forth  from 
magnetized  cards,  secretaries  who 
once  took  reports  from  dictation  that 
now  emerge  as  tapes  or  disks  for 
computer  processing,  and  others 
who  must  raise  and  refine  their  skills 
or  pass  from  the  workaday  scene. 

But  those  who  remain  to  man  the 
terminals  will  not  simply  access  the 
database  to  send  or  receive  informa- 
tion. They  will  also  be  reporting  on 
their  own  work  in  such  a  way  that 
management  wili  be  better  able  to 
distinguish  top  performers. 


RETAIL  MANAGERS  AS 
PROPRIETORS 

Retailing  is  a  good  example  of  the 
possibilities  of  DIP  in  broadening  the 
scope  of  responsibility  and  perfor- 
mance— giving  the  end-user  a  sense 
of  the  greater  organization  and  the 
company  the  precise,  timely  reporting 
it  needs. 

The  Chart  House  experience  is  a 
case  in  point 

The  restaurant  manager,  some- 
times called  the  "client"  in  Chart 
House's  new  DIP  network,  is  clearly 
the  protagonist  in  the  eyes  of  the 
restaurant  chain's  president  and 
CEO,  Robert  K.  Luckey,  Chart  House 
is  itself  the  largest  Burger  King  fran- 
chisee in  the  U.S.  (with  some  344 
outlets  in  the  South,  Southeast  and 
Midwest).  It  also  owns  and  operates 
40  Chart  House  steak  and  seafood 


restaurant  and  61  Cork  'N  Cleaver 
restaurants. 

Chart  House  takes  the  EDP  aspect 
of  its  work  so  seriously  that  it  has 
established  a  subsidiary  to  take 
charge  of  developing  and  implement- 
ing its  DIP  network.  The  function  of 
Management  Systems  Design,  Inc.  is, 
in  Luckeys  words,  to  save  the  com- 
pany time,  money,  and  effort. 

The  key  role  of  the  restaurant 
managers  rests  in  the  power  to  cap- 
ture information  on  their  own  mini- 
computer. Those  data  are  forwarded 
to  one  of  three  higher  level  regional 
computers  located  in  Chicago,  Nor- 
folk, and  company  headquarters  in 
Lafayette,  LA. 

The  information  is  fine-tuned  to  the 
point  where  a  store  manager  can 
record  how  much  business  the  store 
did  between  1 1  a.m.  and  2  p.m.,  say, 
in  terms  of  the  specific  items  sold  and 
labor  cost  during  the  period.  The 
manager  can  also  measure  produc- 
tivity and  business  trends,  how  many 
people  the  store  will  need  in  coming 
weeks  and  months,  and  what  food 
items  should  be  ordered  from  the 
main  commissaries.  The  manager 
may  thus  plan  for  weeks  or  months  in 
advance  as  he  or  she  gets  the  picture 
of  longer  term  operations  from  head- 
quarters reports. 

Store  managers  also  know  how 
well  they  are  doing  in  comparison 
with  other  managers  in  the  region. 

As  Luckey  sees  it,  restaurant  man- 
agers tend  to  get  the  feeling  they  are 
the  true  proprietors  of  their  respec- 
tive outlets,  preparing  their  own 
payroll,  inventory  reports  and  ac- 
counts receivable  on  a  daily  basis  and 
communicating  with  headquarters. 

Chart  House  management  confes- 
ses to  a  "new  tendency"  to  make  an- 
alyses and  long-term  plans — some- 
thing hitherto  neglected  in  favor  of 
"educated  hunches."  The  new  DIP 
activity  is  given  credit  for  this  because 
it  provides  historical  reports  manage- 
ment could  not  have  had  under  the  old 
system. 

As  they  do  almost  everywhere  else 
in  the  DIP  realm,  overall  control  and 
programming  remain  a  centralized 
concept.  If  there  are  questions  of 
any  kind,  the  problem  becomes 
headquarters'  own  responsibility. 


Luckey,  like  others  in  top  manage- 
ment, stresses  the  "positive" 
aspects  of  DIP  rather  than  its  Big 
Brother  aspects.  "We  really  believe 
people  like  to  know  what  they're  do- 
ing," he  says.  "The  store  managers 
like  to  see  themselves  as  part  of  a  big- 
ger picture  and  can  work  toward  per- 
sonal advancement  with  such  infor- 
mation readily  at  hand." 


A  TWO-LEVEL  SYSTEM 

Some  organizational  operations 
thrive  on  the  co-existence  of  cen- 
tralized and  distributed  processing. 

EF  Hutton  believes  it  has  a  far 
sharper,  better,  more  economical 
operation  because  of  its  move  to 
distributed  processing.  But  their 
system  demonstrates  an  important 
maxim:  EDP  users  would  be  wise  to 
render  only  certain  functions  unto 
DIP  while  retaining  and  even  expand- 
ing other  functions  on  a  centralized 
basis. 

Hutton's  DIP  system  was  divided 
into  two  levels:  the  primary  level  that 
services  the  store  and  forward  private 
wire  network  and  the  secondary  level 
that  services  interactive  program- 
ming services  similar  to  timesharing. 

Hutton's  international  private  wire 
network,  COMPASS,  has  evolved 
from  a  high  speed  message  switch 
and  order  processor  into  a  com- 
prehensive management  information 
and  sales  support  system.  COMPASS 
enables  Hutton's  3500  account  ex- 
ecutives throughout  the  world  to  have 
immediate  access  on  demand  to 
research  opinions:  trading  ideas;  "in- 
side markets"  for  corporate  bonds, 
governments,  municipals  and  other 
securities;  product  facts;  customer 
status  information  and  much  more. 

Because  of  the  high  response  time 
demands  of  this  interactive  system,  a 
distributed  network  approach  was 
chosen.  Instead  of  one  centralized 
data  base,  the  new  architecture  uses 
a  hierarchy  of  distributed  data  bases. 
The  new  design  encompasses  the  in- 
troduction of  minicomputers  into  the 
grid  of  lines  servicing  the  COMPASS 
network  to  handle  regional  data 
bases.  This  relieves  Hutton's  large 
central  processing  complex  in  New 


York  of  the  numerous  inquiries  that  it 
was  formerly  required  to  handle. 
"Most  inquiries  from  the  downsteam 
terminals  are  now  processed  by  one 
of  the  regional  processing  nodes,  im- 
proving response  time  significantly," 
says  Bernard  A.  Weinstein,  First  Vice 
President,  Communications.  The  cen- 
tral data  bank  of  the  host  processor 
provides  back-up  for  the  remote 
systems. 

The  installation  of  the  second  level 
of  Hutton's  DIP  resulted  from  a  need 
to  control  growing  timesharing  costs 
while  still  providing  highly  reliable  and 
available  timesharing  support.  This 
level  was  designed  to  handle  point-to- 
point  timesharing  models  and  tasks 
as  opposed  to  COMPASS'  high  vol- 
ume, multi-point  message  routing. 
The  move  to  an  internal  minicom- 
puter network  rather  than  the  use  of 
conventional  timesharing  has  re- 
duced costs  estimated  at  more  than 
$400,000  over  the  last  two  years,  ac- 
cording to  Vincent  T.  Pica,  chief  of 
MIS  services  for  the  big  brokerage 
house. 

What  Hutton  has  today,  says  Nor- 
man M.  Epstein,  Executive  Vice  Presi- 
dent, Operations,  is  a  distributed  data 
base  that  gives  the  account  executive 
quick  and  accurate  access  to  the  in- 
formation he  needs  to  conduct  busi- 
ness from  anywhere  in  Hutton's 
branch  network 

Epstein  sees  Hutton's  "basic  phi- 
losophy" in  terms  of  a  centrally  con- 
trolled EDP  capability  that  allows  the 
end  user,  wherever  located,  "every 
conceivable  access  to  the  data  base 
he  needs." 

LINKING  CENTRALIZED/ 
DECENTRALIZED  SYSTEMS 

In  some  companies  the  dynamic 
co-existence  of  centralized,  decen- 
tralized, and  distributed  systems 
depends,  simply,  on  the  nature  of  the 
operation. 

The  Hertz  route  toward  distributed 
processing,  a  journey  now  underway, 
will  eventually  link  up  computerized 
operations  that  are  currently  both 
centralized  and  decentralized. 

At  this  writing  Hertz  has  two  major 
computer  centers,  one  at  New  York 
headquarters  for  car/truck/commer- 
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cial  leasing  and  equipment  rental  ac- 
tivities, and  the  other  at  Oklahoma 
City  to  handle  all  reservation  func- 
tions and  a  number  of  centralized 
accounting  functions  for  the  Rent  A 
Car  division 

The  most  visible  (or  most  audible) 
of  Hertz'  computerized  operations  is, 
of  course,  the  car  reservation  system: 
a  customer  almost  anywhere  can 
quickly  reserve  a  car  almost  any- 
where. 

Reservations  apart,  the  support 
services  for  car  rentals  are  intricate 
in  their  own  right.  Hertz  utilizes  geo- 
graphically distributed  minicompu- 
ters and  intelligent  terminals  at  air- 
ports to  keep  track  of  car  inventory 
and  availability.  Rental  representa- 
tives need  to  know  when  a  given  car 
will  be  ready  after  refilling  the  gas 
tank,  checking  the  oil,  and  otherwise 
preparing  it  for  use.  They  must  also 
know  the  mileage  and  the  license 
number  to  prepare  it  for  checkout  (the 
car  itself  may  well  be  hundreds  of 
yards  or  even  several  miles  away, 
given  the  present  tendency  for  air- 
ports to  exclude  car  rental  agencies 
from  the  main  premises).  Frequently, 
the  customer  must  be  bussed  to  the 
car — an  operation  that  can  amount 
to  several  thousand  riders  daily  at  Los 
Angeles  International  Airport,  the 
busiest  of  Hertz'  locations  in  the  U.S. 

This  type  of  computerized  system 
began  with  one  small  minicomputer 
at  the  Los  Angeies  International  Air- 
port. It  has  since  expanded  to  include 
other  major  California  airports. 
Another  such  system  includes  the 
Boston  and  New  York  airports  and 
others,  including  Philadelphia  and 
Washington.  A  Florida  system  is 
developing  along  similar  lines. 

These  decentralized  systems  are 
each  based  on  single  host  minicom- 
puters. But  there  is  an  extra  minicom- 
puter at  each  site  as  a  "fallback  and 
recovery"  system  because,  says 
John  Whitney,  director  of  systems 
planning  and  review,  "once  we  install 
this  system  it  becomes  essential  to 
operations." 

Hertz  will  continue  to  develop  the 
use  of  these  computers  in  major  loca- 
tions to  provide  increasing  assistance 
to  its  operational  management  They 
feel  that  their  step-by-step  approach 


has  offered  many  benefits  in  adjust- 
ing the  program  to  the  changes  re- 
quired by  the  Rent  A  Car  industry  and 
in  its  efforts  to  minimize  customer 
processing. 

Hertz  has  also  anticipated  distri- 
buting these  concepts  on  to  its  Euro- 
pean locations  with  "in  country" 
minicomputers  in  its  major  European 
headquarters.  Major  development 
programs  are  also  underway  in  the 
company's  Truck  and  Car  Leasing 
Divisions. 

In  the  offing,  according  to  present 
plans,  Hertz  will  not  only  upgrade 
these  free-standing  terminals  to  allow 
both  data  capture  and  communica- 
tions but  will  also  link  up  the  six 
regional  computers,  the  reservation 
system,  and  the  accounting  system 
into  a  distributed  network. 

The  thinking  now  is  to  begin  moving 
some  of  the  centralized  accounting 
out  of  Oklahoma  City  and  into  the 
regions  to  make  the  most  productive 
use  of  the  new  distributed  facilities. 

European  computerized  systems, 
however,  offer  quite  different  chal- 
lenges. Whitney  says.  Data  flow  is 
often  restricted  across  national  fron- 
tiers. Telephone  service  is  generally 
mediocre  at  best.  Nonetheless, 
Whitney  hopes  to  link  up  the  various 
computer  systems — stretching  from 
the  United  Kingdom  and  Scandinavia 
across  Europe  to  Israel.  Slowing 
down  this  move  toward  an  eventual 
distributed  system,  however,  are  dif- 
ferent national  laws  and  regulations 
on  everything  from  capitalization  and 
vehicle  accounting  to  labor  laws. 

"We  have  a  long  way  to  go,"  Whit- 
ney says.  "But  we're  going  the 
distributed  route  in  our  own  way,  one 
part  at  a  time." 

A  MANUFACTURER'S 
EXPERIENCE 

The  potential  of  DIP  in  a  manufac- 
turing environment  is  most  dramatic 
on  a  multiplant  or  even  multinational 
scale.  It  is  understandable  that  Texas 
Instruments,  among  other  computer 
manufacturers,  tends  to  see  its  own 
experience  as  a  valuable  marketing 
consideration  for  prospective 
customers. 

Tl  operates  48  plants  in  18  different 


countries  and  boasts  a  distributed^ 
processing  system  that  links  some 
8,300  terminals  to  140  network- 
connected  distributed  processors, 
and  to  the  central  mainframe  com-' 
plex  in  Dallas.  This  set-up  would  per- 
mit necessary  expansion  to  accom- 
modate a  five-fold  sales  increase  over( 
the  next  10  years,  according  to  John 
White,  assistant  vice  president/infor- 
mation systems  and  services.  t 

White  and  other  managers  see  the 
distributed  network  as  indispensable 
in  keeping  top  management, 
manufacturing,  and  marketing  in{ 
close  touch  with  one  another  on  a  dai- 
ly, automated  basis.  Top  manage- 
ment, in  fact,  has  access  to  very 
detailed  data  and  can  extract  what's' 
relevant  from  the  data  stream. 

Tl's  communications  network,  with 
its  message-switching  power,  gives  i 
the  company  what  amounts  to  an  in- 
teroff ice/interplant  electronic  mail 
service,  which  has  become,  White 
says,  the  standard  way  to  com-( 
municate  inside  the  company.  It  uses 
existing  facilities  to  save  time,  energy, 
and  postage.  | 

A  third  major  benefit  from  distribut- 
ed processing,  White  says,  is  the 
electronic  accountability  of  material 
in  transit.  This  is  now  beginning  to( 
track  products  through  the  various 
stages  of  manufacturing,  from  basic 
materials  through  assembly, i 
generating  the  proper  documenta- 
tion, routing  scheduling,  and  other 
specifics  enroute. 

Tl's  distributed  network  primarily' 
serves  the  manufacturing  level,  but  a 
move  is  now  underway  toward  a 
direct  computerized  interface  withi 
the  finished  goods  inventory  system" 
as  well. 

Apart  from  such  basic,  system- 
wide  applications,  Tl  engineers  are( 
applying  distributed  processing  to  the 

automated  design  of  printed  circuit 
boards,  using  interactive  graphics.  - 
Another  application  is  work-in-pro-' 
gress  scheduling  and  control 
systems  to  generate  statistical 
engineering  data  for  production  plan-  ( 
ning.  Still  other  applications  give  Tl  a 
customer  service  system  that 
minimizes  the  time  it  takes  to  process  . 
customer  orders,  inquiries,  service' 
requirements,  and  purchases. 


It  pays  to  put  a 
reyhound  in  your  computer  room. 


Leasing  a  computer  system 
an  important  undertaking 
'any  business.  Equally  imper- 
il is  selection  of  the  leasing 
mpany.  We  suggest  you 
nsider  Greyhound  Computer 
>rporation. 

Greyhound  Computer 
ers  customers  a  full  range 
the  finest  computer  systems 
d  compatible  equipment, 
id  with  almost  20  years 
perience,  our  ability  to 


custom-tailor  leases  to  the 
unique  requirements  of  each 
customer  is  unmatched. 

As  a  wholly-owned  sub- 
sidiary of  The  Greyhound 
Corporation,  Greyhound 
Computer— and  its  custom- 
ers-benefit  from  the 
financial  stability 
and  resources 
of  this  diversified 

organization.  Greyhound 


Greyhound  Computer  has 
the  equipment,  the  experience, 
the  people  and  the  resources 
to  satisfy  all  your  computer 
requirements.  We'd  like  to 
show  you  all  the  ways  it  pays 
to  put  a  Greyhound  in  your 
computer  room. 
Call  us  today. 

800-528-6113 

Greyhound  Tower 
Phoenix,  Az. 


Computer  Corporation 


85077 


Will  American  productivity  be  crushed  by  the  paper  weight? 


There's  still  a  chance  you  can  escape 
the  paperwork  pile-up  that  threatens 
productivity  all  over  the  country. 

At  NBI,  we're  helping  cut  the  problem 
down  to  size. 

We  build  the  NBI  System  3000,  an 
office  system  designed  to  manage  all  the 
paperwork,  information  processing  and 
communication  problems  your  company 
can  generate. 

Unlike  most  systems,  we  try  to  make 
every  task  as  automatic  as  possible.  Func- 
tions like  outlining,  indexing,  sorting, 
footnoting  and  equation  typing  can  be  done 
easily,  with  minimal  operator  effort. 
And  the  NBI  System  3000  is  docu- 
ment oriented  so  any  time  you 
make  a  change,  the  copy 


adjusts  —  page  by  page  —  without  operator 
assistance. 

Of  course,  the  NBI  System  3000  does 
all  the  things  you'd  expect  of  a  leading  . 
word  processor— text  editing,  communica- 
tions, arithmetic,  mailing  list  control  and 
repetitive  typing. The  NBI  System  3000  just 
makes  it  all  easier  and  more  efficient. 

People  become  more  productive, 
automatically  and  electronically. 

So  if  paperwork  is  starting  to  pile  up 
around  you,  remember,  you've  still  got 
a  chance. 

Call  NBI.  1695  38th  St.,  Boulder, 
CO  80301,800/525-0844. 
In  Colorado,  call 
303/825-8403. 


Lifting  America  from  under  the  paper  weigh 


Tl's  8,300  terminals  of  1979  are  ex- 
pected to  proliferate  into  25,000  ter- 
minals and  10,000  minicomputers  by 
the  mid-1980s. 

It  would  seem,  then,  that  Tl — as 
well  as  other  manufacturing  and  ven- 
dors of  information  systems — ex- 
emplifies what  its  growing  market 
portends:  computerized  devices  in- 
creasing at  a  vastly  faster  pace  than 
the  growth  in  the  workforce  itself,  a 
quantum  penetration  of  the  market 
that  may  one  day  saturate  it  like 
telephones  do  today. 


CUSTOMER  SERVICE  AS  A 
MOTIVATION 

As  these  examples  indicate,  each 

organization  tends  to  invent  its  own 
wheel — if  only  because  DIP  permits  it 
to  do  this  far  more  flexibly  than  cen- 
tralized or  decentralized  EDP. 

A  prime  instance  of  where  the  need 
for  DIP  is  often  first  perceived  is  at  the 
customer  interface — where  compet- 
itive factors  demand  effective  order 
entry,  inventory  control,  distribution, 
and  interbranch  product  transfers. 

Hunt  Chemical  Corporation  dug 
one  million  dollars  out  of  its  corporate 
pockets  to  move  into  DIP.  The  reason: 
its  people  couldn't  use  the  centralized 
timesharing  system  on  an  interactive, 
real-time  basis,  according  to  Ralph  J. 
Ciccone.  He  is  director  of  information 
systems  at  the  Palisades  Park  (NJ) 
manufacturer  of  specialty  chemicals 
(for  the  photographic  and  office 
copier  industries)  and  printed  elec- 
tronic circuit  boards. 

The  company  has  installed  mini- 
computers in  each  of  the  company's 
9  regional  offices  and  warehouses. 
The  system  will  eventually  permit  a 
clerical  worker  receiving  an  order  by 
telephone  to  generate  both  the  ship- 
ping papers  and  the  invoice  while  the 
customer  is  still  on  the  phone.  If  an 
order  can't  be  filled  at  one  such 
regional  location,  another  nearby 
may  be  able  to  fill  the  order  without 
forcing  a  production  run  at  the  manu- 
facturing level. 

Ciccone  can't  put  a  bottomline  fig- 
ure or  even  a  productivity  gain  esti- 
mate on  DIP  But  he,  as  others,  insists 
that  it  makes  for  happier  customers 


who  are,  therefore,  more  likely  to  re- 
main loyal  and  become  even  more 
valued. 

Hunt  is  now  looking  into  the  pos- 
sibility of  DIP  systems  for  other 
phases  of  its  business. 

E.R.  Squibb,  one  of  the  largest  DIP 
users,  has  invented  an  appropriately 
larger  wheel.  The  huge  drug  and  cos- 
metic manufacturer  is  an  early  con- 
vert to  the  DIP  theory  but  only  a  recent 
one  to  the  actual,  on-line  installed 
system. 

Even  a  year  as  recent  as  1978  can 
have  a  certain  neolithic  sound  to  it  in 
EDP  terms.  Up  to  then,  Squibb  had  a 
decentralized  order  entry  system  with 
one  big  batch-processing  computer 
at  each  of  its  nine  distribution  centers. 

In  management  terms,  this  meant 
that  each  such  distribution  area  was 
more  or  less  self-sustaining,  her- 
metically sealed  from  other  distribu- 
tion centers  insofar  as  information 
transfer  and  exchange  were  con- 
cerned—  except,  of  course,  for 
telephone,  telex,  and  the  mails. 

isolated  from  one  another,  each  of 
the  nine  back-order  entry  systems 
suffered  from  long  order  cycle  time 
(from  two  to  five  hours  to  process  an 
order  and  make  it  ready  for  ship  nent). 
Customers  phoning  in  thek  orders 
couldn't  find  out  if  a  prodi,  :t  was 
available  or  not,  because  the  erpet- 
ual  inventory  status  was  urn  ertain. 
None  of  the  nine  centers  could  readily 
communicate  with  one  another.  Only 
the  East  Brunswick(NJ)  headquarters 
computer  center  could  relay  informa- 
tion on  products  and  customers 
among  the  centers. 

And,  if  one  or  more  of  the  nine 
centers  was  disabled,  no  other  center 
or  combination  of  centers  could  help 
maintain  customer  services. 

Squibb  began  feasibility  studies  in 
1974  to  find  a  better  way  to  manage 
customer  orders. 

The  task  force  came  up  with  three 
options.  First,  to  utilize  the  existing 
system  for  batch-order  entry  alone, 
which  would  be  relatively  expensive 
and  lacking  the  total  communications 
power  needed.  Second,  a  totally  cen- 
tralized system  in  which  input-output 
terminals  would  be  directly  linked  to 
the  data  center's  mainframes:  in  this 
case  hardware  costs  would  have 


gone  down  but  communications 
costs  would  have  been  severe.  More- 
over, the  desired  local  storage 
capacity  and  control  of  information 
would  be  lacking. 

One  could  say  that  the  stated  re- 
quirements practically  compelled  the 
third  option,  an  on-line  distributed 
computer  network,  with  interactive 
minicomputers  linked  to  the  data 
center  for  two-way  transmission  via 
dial-up  telephone  lines. 

The  result,  beginning  in  early  1978, 
was  Squibb  On-Line  Inventory  Distri- 
bution System  (SOLIDS). 

Squibb  can  now  service  its  85,000 
customers  (mostly  pharmacies  and 
hospitals)  through  the  same  nine 
distribution  centers  with  both  speed 
and  accuracy,  thanks  to  five  master 
computers,  each  with  a  capacity  up  to 
three  satellites,  allowing  for  easy  ex- 
pansion to  meet  changing  demand 
and  quick  back-up  if  one  center  is 
down. 

The  company  ships  more  than  800 
products  in  some  1.5  million  orders 
per  year.  Better  customer  service  is  in 
fact  the  prime  reason  for  the  new  DIP 
system,  says  Lon  Masingill,  vice 
president  for  physical  distribution. 

Telephone  orders  are  displayed  on 
a  cathode  ray  tube  at  time  of  entry 
(rather  than  after  keypunching,  as 
before).  Order  and  inventory  transac- 
tions stay  up  to  date  while  customers 
are  still  on  the  phone.  The  one-step 
data  entry  reduces  paperwork,  pro- 
cedural errors,  clerical  costs,  and 
delays. 

Quite  apart  from  its  competitive 
usefulness,  Squibb's  new  DIP  system 
tightens  up  the  company's  own  inter- 
nal operations  and  controls  actually 
reducing  costs  while  improving  ac- 
tivities. 

Squibb,  like  many  other  enthusias- 
tic DIP  proponents,  is  unable  to  state 
the  benefits  in  money  or  even  com- 
petitive terms — on  the  grounds  that 
it's  hard  to  quantify  the  extra  sales 
you  make  through  better,  customer- 
oriented  procedures,  except  to  feel 
that  it's  really  doing  better  under  the 
new  DIP  system. 

One  source  reports  it  took  Squibb 
20  man-years  and  three  million 
dollars  to  switch  from  trie  old  EDP 
system  to  the  new,  but  Masingill  is 


content  to  say,  simply,  "The  new 
system  works  extremely  well  and  is  a 
valuable  service  to  our  customers." 

FROM  SHOP  FLOOR  TO 
WAREHOUSE 

ITT  Grinnell  is  another  company 
whose  mid-1970s  chronicle  also  has 
a  Stone  Age  savor,  given  the  uniquely 
swift  advance  of  computerized  tech- 
nologies. 

As  recently  as  1974,  ITT  Grinnell,  a 
leading  manufacturer  of  piping  prod- 
ucts for  the  energy  and  chemical  in- 
dustries, gathered  its  basic  informa- 
tion by  mail  from  its  18  manufacturing 
plants  and  120  distribution  centers.  It 
would  then  truck  these  basic  source 
documents  across  town  from  its  Prov- 
idence headquarters  to  a  suburban 
computer  service  bureau  for  key- 
punching onto  data  cards. 

This  job  completed,  the  company 
would  then  send  the  punched 
cards —  again  by  truck-to  a  local 
bank  for  processing — after  which  the 
bank  would  hand-deliver  the  output 
reports  to  ITT  Grinnell's  corporate 
headquarters. 

Among  these  documents  were  in- 
ventory ledgers  from  the  distribution 
centers:  records  for  as  many  as 
300,000  separate  items  that  clerks 
would  manually  maintain  on  a  daily 
basis,  posting  receipts  and  merchan- 
dise shipments. 

Once  a  year  the  clerks  would  com- 
pile sales  and  inventory  information 
from  these  ledgers,  along  with  physi- 
cal inventory  data.  The  resulting  infor- 
mation would  often  reflect  inventory 
data  up  to  16  months  old. 

This  was  an  enormous  obstacle  to 
ITT  Grinnell's  salesmen  and  custom- 
ers, according  to  Daniel  P.  Nugent, 
president  and  chief  executive  officer 
of  the  firm.  ITT  Grinnell  simply  didn't 
know  for  sure  that  a  given  item  was 
actually  in  stock  at  a  given  time. 

Under  a  "charter"  from  top  man- 
agement, a  task  force  was  appointed 
to  work  with  local  and  regional 
management  task  forces  to  come  up 
with  ideas  for  improving  the  situation. 
EDP  would  be  utilized  for  the  specific 
needs  of  each  facility  while  still  serv- 
ing corporate  requirements  in  Prov- 
idence. 


The  idea:  to  provide  local  and 
regional  control  where  distributed 
processing  would  seem  to  be  most  ef- 
fective, while  still  retaining  central- 
ized control  in  specific  informational 
categories,  such  as  corporate  fi- 
nance, accounting,  and  other  com- 
pany-wide matters. 

Both  the  distributed  as  well  as  the 
centralized  processing  would  co- 
exist and  interface  each  other  as 
needed. 

The  result,  five  years  later,  is  a  total 
EDP  system  where  data  are  captured 
right  on  the  shop  floors  of  ITT 
Grinnell's  manufacturing  plants,  thus 
reducing  keypunching  in  plant  EDP 
centers.  The  workforce  itself  thus 
became  immediately  involved  in  the 
information  flow,  with  supervisory 
personnel  directly  responsible. 

Manufacturing  operations  keep  in 
close  computerized  touch  with  distri- 
bution operations,  especially  market- 
ing. Salespeople  can  now  get  up-to- 
the-minute  inventory  information. 

Administrative  EDP  functions  at 
each  location  keep  track  of  person- 
nel, payroll,  and  compliance  with 
government  regulations. 

But  the  main  improvement,  Nugent 
says,  is  the  more  precise  inventory 
control  and  the  reduction  of  excess 
and  idle  items,  all  adding  up  to  better 
customer  service  from  faster  re- 
sponse to  customer  inquiries  to  faster 
delivery  of  ordered  items. 

ITT  Grinnell  now  boasts  more  than 
60  data  processing  centers  through- 
out the  U.S.  and  Canada,  some  han- 
dling only  their  own  data,  others  ac- 
ting as  regional  centers  for  a  number 
of  company  locations. 

According  to  Joseph  A.  Dwyer, 
director  of  information  systems,  ITT 
Grinnell  has  utilized  distributed  pro- 
cessing to  control  costs  as  well  as  in- 
formation—  everything  from  rising 
postage  rates  to  less  costly  through- 
put of  inquiries  and  orders. 

Orders  the  salespeople  enter  at 
distribution  centers  now  go  to  the 
plantsovernight,  thus  reducing  manu- 
facturing lead  time  an  entire  week 
through  the  elimination  of  the  mails 
alone.  Further  timesaving  between 
order  origination  and  fulfillment  will 
result,  Dwyer  believes,  through  re- 
duced paperhandling  and  other  pro- 


cedural delays. 

Unit  transactional  costs,  Dwyer 
says,  have  declined  at  ITT  Grinnell 
from  12  cents  (1974  money)  to  3.41 
cents  (1979  money) — in  other  words 
to  approximately  one-eighth  the  cost 
in  inflation-adjusted  dollars. 

Apart  from  such  quantifiable  sav- 
ings, Dwyer  attributes  extra  sales  to 
the  DIP  system  because  it  gives 
salesmen  quick,  timely  information  to 
fill  customer  requirements. 

Nugent  himself  sees  the  other 
prime  advantages:  The  "widened  par- 
ticipation of  employees  at  all  levels, 
and  a  sense  of  responsibility  and 
follow-through  that  they  simply  didn't 
have  just  a  few  years  ago." 

PUTTING  THE  BACK  OFFICE 
UP  FRONT 

Citibank  created  a  similar  sense  of 
participation  and  responsibility  in  its 
back  office  operations — but  it  took  a 
good  five  years  to  bring  it  about. 

Up  until  1970  Citibank  rated  poorly 
in  customer  service,  a  result  of 
assembly-line,  one-person/one-step 
paperwork  operations  that  effectively 
divorced  workers  from  a  sense  of  the 
entire  operation  and  of  the  customers 
they  were  there  to  serve.  The  system 
generated  errors  and  delays,  perhaps 
as  much  from  the  lack  of  human  moti- 
vation as  from  the  poorly  planned  pro- 
cedures themselves. 

Citibank  brought  in  managers  ex- 
perienced in  manufacturing  en- 
vironments. They  made  what  amount- 
ed to  two  separate  overhauls  of  the 
back-office  systems  that  eventually 
gave  every  worker  involved  greater 
responsibilities,  a  higher  job  status, 
and — perhaps  above  all  else — a 
sense  of  specific  service  to  specific 
customers. 

Where  a  letter  of  credit  once  re- 
quired some  30  processing  steps,  14 
people,  and  assorted  forms,  tickets, 
folders,  and  other  documents,  one 
person  can  now  provide  the  docu- 
ment by  accessing  a  minicomputer  or 
a  microcomputer  in  a  distributed  net- 
work. 

The  big  change,  according  to  Citi- 
bank senior  vice  president  Richard  J. 
Matteis,  was  not  so  much  in  pro- 
cedures and  hardware  but  in  the  way 


Who  knows  what  tomorrow's 
fice  technology  will  be  like? 
Wang  knows. 

Because  we  offer  it  today.  For 
ample,  our  new  Integrated  Infor 
ition  Systems  allow  one  person 
perform  data  processing,  word 
Dcessing,  high-speed  image 
inting  and  worldwide  communi- 
tions  —  from  a  single  work- 
ation. 

We  also  know  that  people 
proach  the  future  from 
ferent  directions.  Which 
why  we  offer  both  large 
mputers  that  do  word 
ocessing  and  large  word 
ocessors  that  manage 
ta.  Our  family  of  total 
stems  meets  your  special 
eds.  To  grow  upward  or 
tward,  you  simply  add  com- 
tible,  modular  components.  So 

980  Wang  Laboratories.  Inc  ,  Lowell.  MA  01851 


as  you  build  toward  the  future, 
you  protect  your  initial  investment. 

We  know,  too,  the  importance  of 
support  after  the  sale.  Our  world- 
wide staff  is  committed  not  only  to 
supporting  you  today  —  but  to 
helping  you  anticipate  tomorrow's 
requirements.  Because  to  keep 
^7  productivityatitspeak.it 
helps  to  be  ahead  of  your 
time. 


I  want  my  future  told.  Send  me 
details  on  Wang  Integrated 
Information  Systems. 


Name 
Title  . 


Organization   
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City   State 

Phone   


Send  to: 

Wang  Laboratories,  Inc. 
Lowell,  MA  01851 
(617)  459-5000 
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the  bank  and  its  people  now  con- 
ducted business.  The  computer,  once 
a  tool  for  speeding  up  internal  calcula- 
tions, became  fundamental  to  the  in- 
dividual market  and  customer  areas 
themselves. 

Matteis  describes  the  changeover 
as  basic  to  Citibank's  new  business 
philosophy-and-long  term  strategy: 

"The  day  may  not  be  far  distant 
in  banking  institutions  when 
services  are  as  important  as 
credit.  The  individual  who  used 
to  be  a  clerk  with  a  green  eye- 
shade  is  now,  at  Citibank,  a 
first-line  service  professional. 
His  work  station,  with  all  the 
tools  of  his  unique  trade  at  his 
fingertips,  is  a  microcosm  of 
the  institution's  raison  d'etre, 


and  his  job  equates  to  the  insti- 
tution's mission. . . 

"The  work-station  professionals 
have  responded  visibly.  They 
take  a  proprietary  interest  in 

both  their  customers  and  the 
knowledge  they  have  about 
those  customers,  the  transac- 
tions, and  the  technology  they 

own  

"The  employees  are  talking  to 
customers  again,  as  in  the  old 
days.  They  are  answering 
questions  and  handling  prob- 
lems about  transactions  they 
themselves  have  processed, 
getting  instant  feedback  on 
their  own  performance  from 
the  people  they  perform  it  for.1" 

In  essence,  Citibank's  DIP  opera- 


tions divide  the  huge  institution  into 
smaller,  more  self-contained  profit 
centers — at  the  same  time  meeting 
the  needs  of  customers  and  employ- 
ees, the  former  through  faster  and 
better  service,  the  latter  through  a 
sense  of  the  "whole  job." 

Matteis  does  not  overstate  the  DIP 
aspects  of  the  big  change  in  the  back 
office.  He  sees  it  more  as  an  adjunct 
to  the  management  philosophy  that 
created  the  change,  which  itself  dic- 
tated everything  from  job  descrip- 
tions and  supporting  facilities, 
wherein  computers,  room  arrange- 
ment, and  a  lot  of  continuing  training 
all  played  their  parts. 


'Matteis,  Richard  J  ,  "The  New  Sack  Office 
Focuses  on  Customer  Service,"  Harvard 
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In  business,  there  are  basically  two  kinds  of  people 

Word  People.  And  Numbers  People. 

If  you're  a  Word  Person,  this  ad  is  for  you. 

And  so  is  this  new  machine:  The  Xerox  860 
Information  Processing  System. 

It  can  rearrange  paragraphs,  change  margins,  correct 
misspellings  and  type  out  a  virtually  endless  series  of  text 
revisions  at  the  speed  of  hundreds  of  words  a  minute. 

And  it  remembers  everything  it's  done  for  future 
reference.  Or  additional  changes. 

But  it  also  does  something  you  might  not  expect 
from  a  word  processing  system. 

It  processes  numbers. 

Because  in  business  today,  Word  People  have  to 
manage  numbers.  And  Numbers  People  have  to  manage 
words. 

And  everyone,  but  everyone,  has  to  manage 
information. 


think  it's  terri 


XEROX 


XEROX®  and  860  arc  trademarks  of  XEROX  CORPORATION 


TRENDS  AND  OBSERVATIONS 

Businesses  and  government  agen- 
cies (among  them  the  Environmental 
Protection  Agency,  the  Veterans  Ad- 
ministration,  and  the  Internal 
Revenue  Service)  are  now  moving  in 
significant  numbers  toward  DIP 
systems. 

This  trend,  according  to  a  recent 
Booz»Allen  survey  indicates  the 
move  toward  DIP  may  be  driven 
"much  more  strongly"  by  strategic 
business  objectives  than  by  data  pro- 
cessing/systems development  objec- 
tives per  se. 

Based  on  their  client  experiences, 
the  researchers  believe  that  most 
support  for  DIP  comes  from  top  man- 
agement and  other  corporate  users 


— not  from  the  data  centers  them- 
selves, possibly  because  some  EDP 
managers  may  see  the  distributed 
route  as  loss  of  control  and  power, 
i.e.,  an  erosion  of  their  own  respon- 
sibilities. 

Other  EDP  managers,  however, 
may  see  distribution  as  an  expansion 
of  powers,  depending  on  the  specific 
situation. 

But  the  most  important  manage- 
ment values  expected  from  DIP,  the 
survey  indicates,  are  (in  order  of  im- 
portance), to  enhance  decision- 
making, raise  managerial/profes- 
sional productivity,  raise  clerical  pro- 
ductivity, improve  competitive  posi- 
tioning, reduce  systems  development 
cycle,  reduce  EDP  costs,  pinpoint 
managerial  accountability,  and  meet 


external  reporting  requirements. 

A  predominating  observation  is  the 
high  cost  of  database  software 
relative  to  the  required  hardware. 

Moreover,  most  companies  indi- 
cate a  series  of  difficult  problems 
beyond  the  expected  new-equipment 
hang-ups.  Among  these:  soothing  ruf- 
fled corporate  feathers  before  the 
winds  of  change,  training  employees 
to  utilize  the  new  system  at  every  level 
from  the  shop  floor  to  top  manage- 
ment, reconfiguring  certain  opera- 
tions to  the  new  hardware  and  soft- 
ware constraints,  and  choosing 
whether  to  co-exist  with  or  abandon 
older  EDP  systems  representing  con- 
siderable sunken  costs. 

The  rationale  of  DIP,  however  ex- 
pressed, tends  to  bottom-line  rea- 


Good  news  for 
Numbers  People. 


In  business,  there  are  basically  two  kinds  of  people. 

Word  People.  And  Numbers  People. 

If  you're  a  Numbers  Person,  this  ad  is  for  you. 

And  so  is  this  new  machine:  The  Xerox  860 
Information  Processing  System. 

It  can  compute,  do  statistics  and  perform  the  routine 
work  that's  essential  in  managing  records,  measuring  work 
performance  and  so  on. 

And  it  remembers  everything  it's  done  for  future 
reference.  Or  additional  changes. 

But  it  also  does  something  you  might  not  expect 
from  a  numbers  processing  system. 

It  processes  words. 

Because  in  business  today,  Numbers  People  have  to 
manage  words.  And  Word  People  have  to  manage  numbers. 

And  everyone,  but  everyone,  has  to  manage 
information. 


XEROX 


This  empty  computer  room 
can  keep  your  company 
from  going  bankrupt. 


You're  looking  at  the 
latest,  most  effective  concept 
in  an  emergency  backup 
computer  facility.  It's  called 
ROC  (Recovery  Operation 
Center).  And  it's  for  members 
only. 

We  designed  it  without 
hardware.  Because  that's  one 
of  the  most  effective  and  least 
expensive  ways  to  get  your 
company  up  and  running 
after  a  major  computer  disas- 
ter. Your  vital  company 
functions  which  depend  on 
data  processing  can  continue 
with  the  help  of  our  contin- 
gency operation  plan  while 
the  exact  desired  hardware 
configuration  is  being 
installed. 

Unlike  depending  upon 
other  companies'  computer 
facilities  which  may  not  offer 


availability,  security,  compati- 
ble hardware,  etc. ,  ROC  was 
solely  designed  for  immediate 
use  when  computer  disasters 
occur. 

ROC  has  18,000  square 
feet  of  access  flooring.  1200 
telecommunications  lines. 
15,000  square  feet  of  .addition- 
al space  for  offices  and 
indirect  support.  A  360-ton 
chilled  water  system.  A 
HALON  1301  fire-  extinguisher 
system.  And  60/415  cycle 
power  -  sufficient  to  support  3 
IBM  3033's  or  their  equivalent, 
simultaneously. 

The  point  is,  ROC  has  all 
the  right  elements  for  saving 
your  company  from  any 
computer-oriented  disaster. 
Whether  it's  caused  by  flood, 
fire,"  earthquake,  tornado  or 
sabotage.  And  since  there's 
no  expensive  hardware  to 
maintain,  membership  fees 
start  as  low  as  $1 ,000  per 
month. 


What's  more,  ROC  was 
designed  and  engineered  by 
Data  Processing  Security,  Inc. 
(DPS)  -  the  leader  in  its  field 
for  over  10  years,  serving  over 
500  major  corporations 
throughout  the  world.  With 
management  consulting 
services  in  physical  security 
data  security,  contingency 
recovery  planning  and  the 
design  of  new  computer 
facilities . 

If  you  want  to  find  out 
more  about  how  an  empty 
room  can  keep  your  company 
from  going  bankrupt,  call 
(817)  457-9400.  Or  write: 
Data  Processing  Security,  Inc. , 
200  East  Loop  820,  Fort  Worth, 
Texas  761 12. 

HJl  Data  Processing 

^^p7  Security  incorporated 

Regional  Offices: 

Atlanta  Chicago  Los  Angeles  New  York 
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Informatics. 
The  powerful  general  ledger  system. 
On-line,  or  on  paper. 


il 


Now  you  don't  have  to  make  a 
choice. 

You  get  the  best  batch  system 
on  the  market. 

And  the  best  on-line  system. 
All-in-cne. 

The  new  Informatics  General 
Ledger  System. 

You  can  be  using  it  within  60 
to  90  days  from  the  time  you  start. 

It  features  comprehensive  on- 
line and/or  batch  entry. 

Validation  features  minimize 
errors  and  improve  turnaround 
dramatically. 

On-line  and  batch  inquiry  pro- 
vide fast  access  to  financial  reports, 
account  balances  and  journal 
voucher  details. 

The  system's  chart  of  accounts, 
organizational  structures  and  report 
definitions  are  automatically 
maintained. 

It's  controlled  entirely  by  the 
accountant-user,  who  can  accomplish 


remarkable  tasks  in  a  minimum  of 
time. 

And  it  offers  an  accountant- 
oriented  report  writer,  to  provide 
full  flexibility  and  exceptional  ease 
of  use. 

Plus  profit  planning  and  budget 
ing,  cost  allocation,  statistical 
reporting,  corporate  consolidations 
and  all  types  of  "what  if"  analysis. 

And  the  sub-ledgers,  project 
reporting  and  the  accounting  con- 
trol functions  you  and 
your  auditors  need. 

Informatics 
General  Ledger 
System  is  part  of 
the  product  family 
that's  consistently 
described  by  accoun- 
tants, financial 
managers  and  data 
processing  analysts 
as  "easiest  to  use" 
and  "most  flexible" 


of  all  the  systems  available. 

And  since  Informatics  is  the 
world's  largest  independent  supplier 
of  software  products,  you're  assured 
of  the  size  and  stability  to  back  you 
up— in  the  United  States  and  around 
the  world. 

For  other  important  facts  about 
our  General  Ledger  System,  call 
Tom  Roberg  at  (213)  887-9121. 
Or  Telex:  69-8715. 

Or  just  clip  the  coupon: 


TO:  Tom  Roberg,  Informatics  Inc. 

informatics  inc 

YES!  □  Send  me  more  facts  about  the  General  Ledger  ® 
System. 

 Title  


Name  

Company. 
Address._ 
City  


.State- 
-CPU, 


_Zip_ 


Phonei 

Or  call  Informatics  in  these  areas 


Chicago  (312)  298-9300,  Dallas  (214)  750  0800, 
Los  Angeles (213) 887-9121,  Manchester  N.H.(603)  627-2500, 
New  York  (201)  488-2100.  Raleigh  (919)  872-7800.  GL  FR  52680  I 


PERMANENT  DISTRIBUTION  DIRECTION 


•  Heavily  Regulated 

•  Supplier  Dependent 

•  Problem  Solving 

•  Similar  Products 


•  Shifting  Customers 

•  Smaller  Dispersed 
End  Users 

•  Volatile  Cyclicality 

•  Limited  Capital 


•  Local  Autonomy 

•  Service  Emphasis 

•  Stable  Structure 

•  Diversified 


sons,  greater  productivity  of  all  con- 
cerned, from  clerks  and  factory 
workers  to  supervisors  and  manag- 
ers; an  enhanced  sense  of  participa- 
tion and  responsibility;  finer-tuned 
detail  in  reporting  and  thus  greater 
overall  understanding  and  control  of 


operations;  fewer  errors  in  recording 
and  transmitting  data. 

In  many  organizations,  thejury(the 
task  force,  special  committee)  is  still 
out  on  DIP.  While  only  2  percent  of  the 
respondents  to  two  surveys  repre- 
sented themselves  as  "very  unsuc- 


cessful" with  DIP,  35  percent  con- 
fessed no  opinion,  45  percent  said 
their  experience  was  "adequate," 
and  only  18  percent  reported  their 
DIP  venture  to  be  "very  successful." 

The  researchers  believe  the  new- 
ness of  DIP  rather  than  the  concept  is 


DISTRIBUTION  OF  AN  APPLICATION 


•  High  Volume 

•  Complex  File 
Relationships 

•  Good  Existing 
Centralized  Systems 

•  Complex  Algorithms 

•  Emphasis  on  Logistics 


•  High  Urgency 

•  Dominant  File 

•  Strong  Judgement 
Values 

•  High  Inquiry 

•  Clerical  Involvement 


IF  YOU  INSIST  ON 
MOWING  OFF  A  COMPUTER 
WE  CAN  OFFER  YOU  THIS. 


A  lot  of  people  see  a  computer  as  a  source  of  status, 
rather  than  a  source  of  information. 

Which  is  unfortunate,  because  it  often  leads  them  to 
buy  one  rather  than  look  at  other  alternatives. 

With  Xerox  Computer  Services,  it's  possible  to 
get  all  the  information  a  big  computer  can  supply,  without 
the  problems  of  owning  one.  Expensive  problems  like 
upgrading,  downtime,  extra  personnel  to  handle  pro- 
gramming, insurance,  or  a  fireproof  sate  to  store  your 
records. 

Xerox  Computer  Services  has  the  nationwide 
communications  network,  business  expertise,  and  integrated 
manufacturing,  distribution,  and  accounting  applications 
to  handle  the  toughest  jobs  for  you.  Including  everything 
from  Master  Scheduling,  MRP,  Inventor)'  Control,  and 
Production  Control,  to  Cost  Accounting,  Order  Processing, 
Payroll,  Financials  and  Receivables. 

lb  find  out  how  the  most  complete  on-line  system 
available  can  help  vou,  call  us  at  (213)  390-3461  or  send  in 
this  coupon. 


Then  you  can  see  for  yourself  the  difference 
between  having  your  own  computer.  And  having  one 
work  for  you. 

Xerox  Computer  Services 

c/o  Ron  Rich,  5310  Beethoven  St.,  LA.,  CA  90066 
I  insist  on  knowing  all  about  Xerox  Computer 
Services.  Please  send  me  more  information. 

Name  Title  


Company . 
Address  


City/State  'Zip . 


Telephone 

FOR  5  26 


XEROX 


XEROX"  ii  a  tnda.urk  of  XEROX  CORPORATION 


the  major  obstacle  to  success  In- 
deed, lack  of  experience  has  the  ma- 
jor reason  respondents  listed  among 
DIP  problems,  followed  closely  by  the 
complaint  that  DIP  hardware  and  soft- 
ware were  not  fully  mature 

Other  problems:  end-users  were 
either  too  enthusiastic  or  too  resis- 
tant; planners  and  systems  managers 
did  not  communicate  well:  the  infor- 
mation systems  focus  was  too  narrow 
for  the  best  needs  of  the  organization: 
contention  over  who  was  responsible, 
for  DIP  systems  operations:  a  feeling 
the  DIP  system  was  either  insensitive  to 
the  business  or  actually  threatened  it. 

Satisfied  DIP  users  said  they  believ- 
ed DIP  actually  simplified  their  opera- 
tions and  often  reduced  operating 
costs  at  the  same  time  Many  cited  the 
idea  of  "satisfaction"  as  a  prime  virtue 
of  DIP:  a  feeling  that  all  concerned 
were  in  better  control  of  operations. 

But  the  wave  of  the  near  future  is  im- 
plicit in  the  fact  that  more  than  half  the 
respondents  considered  DIP  planning 
to  be  par:  of  setting  their  overall 
business  strategy  despite  a  varying 
perspective  on  just  how  long  it  will  take 
for  DIP  to  have  a  broad  effect  on  their 
operations. 

GO  DIP,  STAY  PUT, 
OR  HANG  LOOSE? 

From  the  foregoing  and  other  ex- 
amples, the  feasibility  of  DIP  lends 
itself  to  certain  broad  generalizations 
— but  with  the  repeated  caveat/cliche 
that  every  organization  is  unique  in  its 
mix  of  fine  points  and  considerations, 
including  personality  factors. 

Seme  organizational  characteris- 
tics, however,  do  suggest  the  DIP 
route  to  better  management.  These  in- 
clude: local  autonomy,  such  as  a  divi- 
sion or  operating  company  of  a  con- 
glomerate: service  emohasis.  such  as 
a  financial  institution  wishing  to  bring 
information  resources  close  to  its 
customer  base:  stable  structure, 
because  it's  difficult  and  expensive  to 
reconfigure  EDP  systems  to  conform 
to  volatile  or  ever-shifting  organiza- 
tional structures:  diversified  status, 
because  the  different  units  may  have 
little  in  common  with  ore  another  in 
terms  of  operations. 


Other  organizational  characteris- 
tics would  seem  to  indicate  centralized 
EDP  as  preferential  to  DIP.  These  in- 
clude heavily  regulated  organizations 
with  substantial  reporting  require- 
ments, such  as  a  public  t  itftfty 
dependent  organizations,  such  as  raw 
material  processors,  that  may  want  to 
channel  all  supplier  relations  through  a 
single  EDP  location:  problem-solving 
organizations,  (such  as  engineering 
and  architectural  firms)  that  need 
large-computer  power,  and  organiza- 
tions dealing  in  highly  similar  products 
(like  margarine  and  mayonnaise)  to 
largely  similar  markets  (like  food 
retailers). 

But  still  other  organizational  char- 
acteristics may  dictate  a  wait-and- 
see/stay-loose  policy.  These  include 
those  organizations  with  changing 
customers,  such  as  construction 
companies:  those  with  mobile  end- 
users,  such  as  traveling  salesmen; 
those  with  high  volatility,  such  as 
specialty  retailers:  and  those  with 
limited  capital  for  innovations,  even 
those  that  might  be  desirable  if  the 
money  was  available. 

Beyond  organizational  character- 
istics per  se,  the  organization's  own 
operational  priorities  may  suggest  a 
move  to  DIP.  These  include  pin- 
pointed local  managerial  and/or 
clerical  accountability,  such  as  in 


branch  offices  and  stores:  improved 
accuracy,  which  becomes  more  feas- 
ible when  the  end-user  is  directly  in 
touch  with  the  database,  rather  than 
submitting  information  to  large  cen- 
and  computer  professionals: 
human  productivity,  where  the  em- 
ployee can  work  better  through  ac- 
cess to  DDP  resources:  customer 
satisfaction  through  faster  organiza- 
tional response  to  inquiries  and  com- 
plaints; and  job  enrichment  through 
greater  managenal/clencal/profes- 
sional  participation  and  involvement 
in  the  work  of  the  organization. 

Other  operational  priorities  favor 
centralized  EDP.  These  include  tech- 
nical control  over  operations,  such  as 
a  pubiic  utility;  focusing  specialized 
expertise  of  various  kinds  of  widely 
dispersed  problems,  such  as  a 
management  consulting  firm;  op- 
timizing machine  and  related  storage 
productivity,  such  as  a  computer- 
service  firm  or  indeed  any  organiza- 
tion placing  a  major  value  on  optimiz- 
.ed  machine  and  related  storage  pro- 
ductivity; providing  maximum  phys- 
ical security  of  information,  such  as 
government  intelligence  agencies 
and  organizations  with  confidential 
product  or  service  information;  and 
providing  day-to-day  top-down  infor- 
mation to  senior  management,  such 
as  any  organization  caught  in  a  crisis 


PREVAILING  DISTRIBUTION  STRATEGY 


•  Technical  Control 

•  Focused  Expertise 

•  Security 

•  Machine  Productivity 

•  Top-Down  Information 


•  Pinpoint  Accountability 

•  Job  Enrichment 

•  Human  Productivity 

•  Customer  Satisfaction 

•  Improved  Accuracy 


A  FAST  MOVING  COMPANY  CANT  AFFORD 
iO  WAIT  FOR  ITS  COMPUTER  TO  CATCH  UP. 


So  you've  got  to  make  sure  the  computer  system  you  select 
day  will  be  able  to  handle  your  data  processing  needs  tomorrow. 
The  best  way  to  make  sure  is  to  make  the  move  to  Data  Gen- 
al  ECLIPSE "  Data  Systems.  They're  a  family  of  compatible 
teractive  business  systems  with  a  very  broad  range  of  advanced 
atures  and  configurations.  In  short,  there's  an  ECLIPSE  Data 
/stem  for  just  about  every  stage  of  a  company's  growth,  whether 
is  for  stand  alone  applications  or  part  of  a  distributed  data 
'ocessing  network. 

Compatibility  means  you  select  the  ECLIPSE  system  that's 
ght  for  your  company  now,  and  grow  in  economical  steps  with- 
it  wasting  investments.  Programs  you  develop  now  can  run  on 
her  ECLIPSE  Data  Systems  in  the  family. 
Start  out  with  our  entry  level  ECLIPSE  C/150.  Like  every 
ember  of  the  ECLIPSE  family,  it  handles  multiple  interactive 
rminals,  and  offers  a  range  of  standard  commercial  program- 
ing languages. 

Our  C/350,  mid-range  ECLIPSE  Data  System,  manages 
teractive  processing,  as  it  simultaneously  schedules  batch  pro- 
ving for  routine  jobs  or  daily  reports. 

Our  ECLIPSE  M/600,  mini-mainframe  combines  the  workload 
ipacity  of  a  much  larger  mainframe  with  the  economics  of  an 
teractive  minicomputer. 


You  can't  afford  to  wait.  Start  out  with  Data  General  now.  Our 
computers  are  already  keeping  up  with  the  growth  of  users  like 
the  Boeing  Company,  the  General 
Electric  Company,  Eastman  Kodak 
Company,  and  thousands  of  others 
all  over  the  world.  Write  or  call, 
or  send  in  the  coupon. 


The  Computer  of  the 
U.S. Olympic  Sports 
Medicine  Committee 


r 


□  1  can't  afford  to  wait.  Send  full  information  on  ECLIPSE 
Data  Systems. 


Name 

Title 

Company 

Tel.  No. 

Address 

City 

State 

Zip  Code 

I  Mail  To:  Data  General  Corporation,  Westboro.  MA  01581 

I  Data  General  Corporation.  Westboro.  MA  01581.  (617)  366-8911.  Data  General  (CanaHa)  Ltd. 

I  Ontario.  Canada.  Data  General  Europe.  61  rue  de  Courcelles.  Paris,  France,  766.51.78. 

!  Data  General  Australia,  (03)  89-0633.  ©  Data  General  Corporation.  1979.  ECLIPSE  is  a 

I  registered  trademark  of  Data  General  Corporation,  F526  ' 


IrDataGeneral 


VISIT  US  AT  BOOTH  #1339  AT  NCC,  ANAHEIM,  CA., 
MAY  19-22,  1980. 


A  COPIER  LIKE  THIS, 
WE'D  BE  A 


Copier  technology  this  advanced 
has  consistently  made  Savin  the 
one  to  catch  up  with. 

And  that's  not  a  trend  we're  ready 
to  reverse. 

The  Savin  870.  A  virtually  all 
electronic  Savin.  With  an  electronic 
digital  control  panel,  and  a  Copy 
Memory,  both  controlled  by  Savin's 
first  built-in  microprocessor. 

Electronic  self-diagnostic  display 


for  improved  serviceability. 

Electronic  selection  of  letter, 
legal,  even  computer  readout  size 
paper.  From  tw:o  newly  designed 
300-sheet  trays. 

Electronic  brain  to  make  supe- 
rior copies  from  inferior  originals. 

Copving  speed:  30  a  minute. 

sai/in 


First  copy  time:  an  amazing 
4.3  seconds. 

What's  not  electronic  is  still 
ahead  of  its  time.  All  virtual  Savin 
trademarks.  Short  paper  path  and 
liquid  toner  technology,  for  incredi- 
ble reliability.  Automatic  shut-off  to 
save  energy. 

If  vou'd  like  a  copier  like  this, 
call  914-769-8805,  Monday  through 
Friday,  9:00  am  to  5:00  pm. 


The  revolutionary  copiers  that  are  winning  over  big-  business. 

'Savin  and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation.  'Xerox  is  a  registered  trademark  of  Xerox  Corporation©  1980  Savin  Corporation,  Valhalla.  NY.  10595. 
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"Does  work  pile  up 
at  the  office  when 
you're  traveling?" 


"Do  you  forget 
good  ideas  from 
one  day  to  the  next?" 


"Do  you  scribble 
notes  that  nobody 
can  read?" 


Stop  playing  catch-up  and  start  getting  ahead 
with  Lanier's  Vest  Pocket  Secretary." 


-Arnold  Palmer 

When  you're  traveling,  Lanier's  Vest 
Pocket  Secretary  travels  with  you.  Letters, 
memos,  reports  and  instructions  for  your 
secretary  get  done  on  the  plane,  in  the  car, 
in  a  hotel  room.  So  work  doesn't  stop  when 
you're  on  the  go. 

To  remember  ideas,  the  Vest  Pocket 
Secretary  is  perfect.  Small  enough  to  fit  in 
the  palm  of  your  hand,  it  works  with  one 
button.  You  can  get  ideas  down  as  fast  as 
you  get  them. 

When  you  need  to  take  notes,  the  Vest 
Pocket  Secretary  is  faster  and  easier  than 
writing  things  down.  Clearer,  too.  You  don't 
have  to  figure  out  what  your  notes  mean. 
Your  secretary  doesn't  have  to  read  your 
handwriting. 

Start  getting  ahead  of  paperwork  right 
now.  Mail  in  the  postpaid  card.  Or  call 
Jennifer  Scott  toll-free  at  (800)  241-1706. 
In  Georgia,  call  (404)  321-1244,  collect. 


I  want  to  get  ahead  of  paperwork. 
Name  Title  _ 


142FEO 


Get  a  lot  more  done  in  a  lot  less  time. 

International  offices  in:  Australia* Belgium* Canada •  Denmark 

England*  Finland*  France* Germany  •  Mexico* Netherlands 
New  Zealand*  Norway  •  South  Africa* Spain  •  Sweden* Switzerland 


situation  that  may  be  internally  or  ex- 
ternally generated  and  that  may  call 
into  play  any  or  several  activities, 
from  operations  to  public  relations. 

A  third  DIP  criterion  is  the  charac- 
teristics of  the  applications  the  organ- 
ization deals  with  in  the  course  of  its 
work.  These  include  applications  with 
a  high  level  of  urgency,  such  as  an 
emergency  medical  system  and  law 
enforcement  activities:  where  there  is 
a  single  dominant  file,  such  as  a 
customer  file  in  an  insurance  agency 
or  in  a  regional  government  office 
serving  a  given  area,  where  little  infor- 
mation is  needed  from  other  sources; 
where  strong  human  judgment  values 
must  be  applied  to  process  a  transac- 
tion, such  as  in  credit  appraisal  requir- 
ing the  user  to  understand  local  con- 


ditions as  well  as  the  individual  cir- 
cumstances where  a  large  number  of 
inquiries  are  involved,  such  as  in  cus- 
tomer service;  and  where  there  is  a 

high  cost  of  clerical  involvement 

Application  characteristics  favor- 
ing a  centralized  EDP  approach  in- 
clude high  volume  transactions  that 
need  the  power  and  economy  of  large- 
scale  machine  processing,  such  as 
magazine  subscription  fulfillment; 
that  have  complex  file  interrelation- 
ships where  the  ingredients  originate 
from  or  relate  to  many  internal  and  ex- 
ternal sources,  such  as  factory  mast- 
er scheduling;  that  involve  complex 
math,  such  as  matrix  inversions:  and 
that  coordinate  information  from 
many  geographical  sources,  such  as 
physical  distribution. 


CONCLUSION 

This  newly-found  freedom  to  mix, 
match,  and  deploy  both  human  and 

electronic  resources  to  heighten  or- 
ganizational effectiveness  may  well 
serve  as  a  simple  definition  for  DIP. 

As  such  it  amounts  to  the  power 
and  commensurate  challenge  to 
utilize  computer  technologies  that 
are  already  far  ahead  of  manage- 
ment'spresent  understanding  of  their 
potential. 

Still  in  the  wings  are  even  more 
revolutionary  waves  of  the  informa- 
tion age.  the  electronic  office/plant 
and  the  integrated  office/plant/home 
— both  already  technologically  feasi- 
ble and  in  the  offing  for  the  1980s  and 
1990s  respectively.  ■ 


Mayflower  does.  We  realize  that  your 
sales  and  profits  are  at  stake.  So  your 
equipment  needs  to  get  there  on  time.  Intact) 
That's  why  we  developed  an  entire  fleet  of 
long-distance  vans  designed  for  delicate 
electronic  equipment. 

Behind  the  wheel  of  every  Mayflower 
electronics  van  is  a  man  who's  had  an 
extended  education  in  the  special  handling  i 
takes  to  move  everything  from  computers  tcj 
electron  microscopes. 

And  behind  the  man  and  the  van  is  an. 
assigned  traffic  team  to  keep  the  shipment 
on  schedule  from  beginning  to  end.  We  keep| 
in  touch  with  your  van  operator,  the 
origin  agent,  the  destination  agent  and  you. 
Every  step  of  the  way. 

The  Mayflower  Electronic  and  Trade 
Show  division  means  special  equipment  and 
specially  trained  people.  Because  we  know 
your  computer  is  a  lot  more  than  chips  and 
bits.  That's  why  Mayflower  means  moving. 

For  more  information  about 
Mayflower's  Electronics  and  High  Value 
moves  write  Mayflower  Corporation, 
Dept.  F,  P.O.  Box  107  B, 
Indianapolis,  IN  46206. 


I  want  a  mqver 
who  knows  my  computer  is 
more  th^lfe^Qoopoo 
of  chips  and  bats. 
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l  exitrou  Corporation 
9600  DcSoto  Avenue 
(  h  itsworth,  CA  "1311 
1213)882-5040 


A  Raytheon  Company 


7^r^-  processors 

can  double  the 
productivity  of 

^fjr'  office  typists.  But 

w  Lexitron  word  proces- 

sors do  even  more.  They 
maintain  files.  Talk  to  large 
computers.  Replace  teleprinters. 
Control  typesetters.  Communicate 
around  the  world.  And  set  new  per- 
formance standards  for  office  products. 
They  can  be  mastered  with  a  few  hours  of 
training,' to  form  the  basis  of  your  organiza- 
tion's move  into  the  high-productivity  office 
of  tomorrow.  Call  your  local  Lexitron  repre- 
sentative, or  send  us  the  coupon. 


Tell  me  more  about. 
Lexitron's  high-performance 
word  processors. 


Another  Raytheon 
Intelligent  Associate 
Product. 


WHERE  MODERN  WP  BEGAN.  WHERE  MODERN  WP  IS  GOING. 


HARRIS  technology 
on  the 
job 


In  information 
systems, 

Harris  Corporation 
produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

Multi-function 
distributed  data 
processing  systems  from 

Harris  Corporation  provide  remote  access  to  central  computers 
plus  on-site  computing  power,  helping  business  and 
government  handle  growing  data  processing  workloads. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  1680  distributed  data  processing 
system  at  General  Foods 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


flame  of  revolution  seems  to  be  guttering  in  Portugal.  It  may  be 
aced  by  the  beginnings  of  a  free  enterprise  economic  miracle. 


Right  turn  in 
Portugal 

ieemed  like  a  strange  question  to                Bv  Lawrence  Minard  Nov.  25,  1975,  when  moderate  military 

asked  from  such  a  source.  But  *_  _ — _   officers  led  by  Portugal's  current  presi- 

de was  Lieutenant  Colonel  Vitor  Alves,  a  power  in  the  dent,  General  Antonio  Ramahlo  Eanes  (pronounced  yawn- 
Forces  Movement  that  overthrew  Portugal's  48-year  esh),  wrested  control  of  the  country,  its  savaged  economy  and 
ang  dictatorship  back  in  April  of  1974,  asking,  "With-  its  crowded  political  prisons  away  from  silvery-haired  General 
:volution,  who  needs  a  Council  of  the  Revolution?"  Who  Otelo  Saraiva  de  Carvalho  and  his  far-left  COPCON.  Since 
?  The  council  has  been  reduced,  in  essence,  to  a  symbol,  then,  Portugal's  10  million  citizens,  weary  of  politics,  have 
himself  a  council  member,  believes  the  council  will  be  been  voting  for  increasingly  right-leaning  governments, 
ied  altogether  within  the  year.  The  sharpest  right  turn  came  in  last  December's  general 

period  when  the  Free  World  has  been  buffeted  by  bad  election,  won  by  a  tough  civilian  lawyer  named  Francisco  de  Sa' 
-Iran  in  chaos,  Afghanistan  conquered  by  the  Red  Army  Carneiro  and  the  Alianca  Democratica,  the  center-right  coali- 
:ntral  America  seemingly  sinking  into  Cuban-inspired  tion  he  heads.  The  AD  won  52%  of  the  vote,  vs.  26%  for 
irianism — the  Portuguese  revolution  has  run  out  of  Mario  Soares'  Socialists  and  17%  for  Alvaro  Cunhal's  Com- 
and  the  little  western  European  nation  seems  safely  munists.  The  AD  won  a  critical  6-seat  majority  in  the  250- 
l  the  democratic  camp.  In  the  mid-Seventies,  after  the    seat  parliament. 

Df  Portugal's  autocratic  but  relatively  benign  dictator,  Although  Sa'  Carneiro,  now  prime  minister,  must  submit 
o  de  Oliveira  Salazar,  and  the  collapse  of  Portuguese  himself  and  his  coalition  to  the  voters  again  in  October,  he  has 
rice  in  the  African  colonies,  Portugal  seemed  headed  lost  no  time  in  pushing  the  country  right  ward.  His  strategy  is 
ibly  into  a  Marxist-type  dictatorship.  The  turn  came  on    akin  to  Margaret  Thatcher's:  Polarize  the  extremes  between 


il's  Republican  National  Guardsmen  celebrating  the  revolution  s  sixth  anniversary 

tf  their  troops  have  been  in  the  south,  retaking  farmland  from  revolutionary  peasants. 
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the  Alianca  Democratica  on  the  right 
and  the  Portuguese  Communist  Party  on 
the  left  and  grab  the  middle  ground, 
where  most  people's  sympathies  really 
lie.  Sa  Carneiro,  a  shrewd  politician, 
obviously  believes  that  given  a  clear 
choice,  Portuguese  voters  will  prefer  sta- 
bility and  long-term  economic  growth 
to  the  political  chaos  and  illusory  hand- 
outs they  got  from  the  left.  So  far,  he  is 
correct. 

In  just  four  months,  Sa'  Carneiro  has 
already: 

•  Dispatched  paramilitary  Republican 
National  Guard  troops  into  the  southern 
Alentejo  region  to  speed  the  return  to  its 
owners  of  farmland  illegally  seized  by 
Communist-led  peasants  in  1975.  Of  the 
2.5  million  acres  seized  (nearly  one-third 
of  Portugal's  farmland),  some  625,000 
acres  have  been  retaken  since  1977.  Sa' 
Carneiro  has  promised  to  reclaim  and 
redistribute  625,000  acres  more — using 
force  if  necessary — in  an  effort  to  build  a 
prosperous  rural  middle  class. 

•  Imposed  an  unofficial  but  effective 
20%  ceiling  on  wage  hikes  despite  a  go- 
ing inflation  rate  of  25%.  This  kind  of 
frugality  might  sound  heartless  in  an  al- 
ready poor  country,  but  the  alternative 
would  be  runaway  inflation,  the  kind 
that  would  soon  make  the  wage  gains  illusory  anyhow. 

•  Pushed  through  parliament  an  anti-inflationary  1980-81 
budget  that  promises  to  cut  Portugal's  budget  deficit  by  8%, 
after  inflation,  to  $2.8  billion  (11.6%  of  the  country's  gross 
domestic  product,  vs.  12.2%  last  year).  Allowing  for  inflation, 
Sa'  Carneiro's  entire  $7.5  billion  budget  is  just  1%  or  so  larger 
than  last  year's  budget,  with  big  cuts  in  such  politically  sensi- 
tive areas  as  subsidies  to  troubled  state-run  companies  and 
spending  on  welfare  and  hospitals  (but  not  defense  spending). 

•  Pushed  through  legislation — twice  approved  by  parlia- 
ment but  twice  vetoed,  as  unconstitutional,  by  the  now-weak- 
ened Council  of  the  Revolution — that  would  open  up  Portugal's 
nationalized  banking  and  insurance  industries  to  private  enter- 
prise. Frustrated  by  the  vetoes,  Sa  Carneiro  promises  that  if  his 
coalition  is  reelected  in  October  he  will  amend  Portugal's 
constitutional  proscriptions  against  private  enterprise  and 
against  firing  workers. 

•  Been  the  first  Western  leader  to  recall  his  ambassador 
from  Afghanistan  to  protest  the  Soviet  invasion  and,  late  last 
month,  was  again  the  first  (and  only)  leader  fully  to  back 
President  Carter's  Iranian  trade  sanctions.  That  may  have  cost 
Portugal  some  20%  of  its  annual  9  million  tons  of  oil  imports. 

"You  don't  have  to  be  here  very  long,"  says  General  Motors 
de  Portugal  General  Manager  William 
Werner,  "before  you  realize  that  the  Por- 
tuguese revolution  is  now  a  part  of  Portu- 
guese history." 

Sa'  Carneiro  is  moving  to  the  right  so 
fast  largely  because  he  has  to.  Bereft  of 
oil-  and  raw  material-rich  African  colo- 
nies, Angola  and  Mozambique  in  particu- 
lar, and  with  the  left  in  charge,  Portugal's 
economy  actually  shrank  by  around  5% 
in  1974  and  1975.  The  IMF  and  interna- 
tional banks  bailed  out  the  country,  and 
the  economy  began  growing  again,  but 
by  only  2%  or  3%  a  year.  In  economic 
terms,  the  typical  Portuguese  wage  earn- 
er has  actually  lost  ground  since  the  revo- 
lution. In  the  period  1972  to  1977,  Portu- 


Former  dictator  Antonio  de  Salazar 
He  hated  communists,  hoarded  gold. 


Far-left  General  Otelo  de  Carvalht 
He  ruined  the  economy. 


gal  was  the  only  European  country 
wage  increases  have  lagged  pric 
creases,  and  the  situation  today 
much  different.  Why  is  the  elect 
swallowing  all  this?  Because,  havin 
ed  instability  and  Marxist  bureau 
most  Portuguese  have  chosen  to 
temporary  sacrifices  to  preserve 
dom.  If  that  sounds  impossibly  ideal 
remember  this:  There  was  nothin 
tie  about  the  taste  of  Marxism — a 
Portuguese  are  a  peaceful  lot.  The 
seems  to  have  chosen  among  evil 
opted  for  what  it  clearly  regards 
lesser  one. 

Portugal  is  a  poor  land.  Drive  thi 
the  countryside  and  you  still  fim 
colorful  lavadeira  washing  their  cl 
in  the  village  streams.  Go  for  a  sw 
the  seaside  resort  town  of  Sesimbra 
see  the  town's  raw  sewage  empty  d| 
ly  into  the  bathing  waters 
whitewashed-and-tiled  Lisbon,  still 
ly  though  somewhat  rundown  sine 
revolution,  shoeshine  men  and  be 
abound.  At  $1,900  last  year,  Port] 
per  capita  income  was  less  than  hall 
of  Spain  and  only  slightly  ahead  ol 
key's.  Only  1  Portuguese  in  10  ow| 
automobile,  only  1  in  15  a  televisiq 
Portugal's  infant  mortality  rate  is  a 
the  world's  very  highest. 

Under  former  dictators  Anto'nio  de  Salazar  and  Mai 
Caetano,  Portugal  never  really  industrialized.  Instead, 
ported  surplus  labor  to  the  colonies  and  as  guest  workers 
more  prosperous  parts  of  Europe.  As  a  result,  over  30%  < 
country's  4.2  million  workers  work  in  agriculture,  fishi 
forestry,  a  high  proportion  even  as  compared  with  Irei 
22%  and  Spain's  20%.  But  the  25%  of  the  Portuguese  wd 
employed  in  agriculture  alone  account  for  just  13%  c 
country's  output.  Hence  Sa'  Carneiro's  tough  stand  again 
unproductive  peasant  communes  in  the  Alentejo,  whic 
sorb  labor  but  do  little  for  productivity. 

Reducing  Portugal's  agrarian  population  to  the  Spanish 
would  mean  taking  some  400,000  farmers  off  the  lan< 
despite  laws  forbidding  the  firing  of  workers  and  a  sv 
bureaucracy  that  costs  each  Portuguese  man,  woman  and 
$200  per  year,  unemployment  already  stands  at  350,0C 
where  are  the  displaced  farmers  to  go? 

The  hope  is  export-oriented  foreign  industrial  invest 
which  explains  in  good  part  the  shift  to  the  right  ar 
people's  acceptance  of  it;  who  wouldn't  want  to  trade  a  p< 
laborer's  subsistence  living  for  a  relatively  well-paid  f; 
job?  "What  we  want  to  encourage,"  says  Dr.  Alexandr 
Pinto,  the  cosmopolitan  chairm 
Portugal's  newly  created  Institute  o 
eign  Investment,  "is  low-capital- 
sive  investments.  With  high  unen 
ment  and  one-quarter  of  our  worke: 
in  agriculture,  we  don't  need  the  h 
possible  technology  programs."  Va 
to  says  Portugal  last  year  receive 
million  in  foreign  investment — pc 
compared  with  Spain's  $1  billio 
but  more  than  double  Portugal's  t 
1978.  Vaz  Pinto  predicts  that  the 
will  double  again  this  year. 

There  are  also  signs  that  Portuga 
nished  image  has  begun  to  brightei 
year  remittances  from  Portugal's  3. 
Hon  expatriates,  most  of  whom  hel 
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their  money  following  the  revolution,  were  $2.2  billion,  up 
50%  on  their  1978  level.  Tourism  receipts  also  hit  a  record  last 
year,  $700  million.  Thanks  to  expatriates  and  tourists,  Portugal 
was  able  to  pay  her  $1.3  billion  oil  bill  and  still  finish  1 979  with 
$150  million  surplus  in  the  current  account,  vs.  a  $1.5  billion 
deficit  in  1977.  Unfortunately,  OPEC  has  struck  again  and  one 
government  official  predicts  a  $1.2  billion  deficit  this  year, 
mainly  because  Portugal's  oil  bill  will  double  and  remittances 
will  recede. 

Foreign  investment  is  beginning  to  trickle  in.  The  world's 
automakers  are  especially  interested  in  Portugal  because  the 
average  automotive  wage  is  just  $2.60  an  hour,  vs.  about  $5  in 
Spain  and  Ireland.  Earlier  this  year  France's  Regie  Renault 
announced  it  will  soon  spend  $600  million  to  boost  its  R4,  R5 
and  R12  model  production  in  Portugal  from  10,000  cars  a  year 
now  to  80,000  by  1987.  General  Motors,  which  now  produces 
some  16,000  cars  and  vans  a  year  in  Portugal,  is  believed  near 
to  investing  $40  million  more.  Most  important  by  far,  Ford 
Motor  will  soon  decide  whether  to  put  $1.2  billion  in  a  massive 
plant  south  of  Lisbon  that  would  employ  12,000  workers 
directly — around  3%  of  Portugal's  unemployed — and  another 
10,000  or  so  indirectly. 

"Why  did  Sa'  Carneiro  risk  20%  of  our  oil  supplies  to  side 
with  Carter  against  Iran?"  asked  a  Lisbon  businessman.  "Be- 
cause Sa'  Carneiro  wants  that  Ford  plant." 

So,  growth  prospects  are  good  if  only  because  the  country  is 
starting  from  such  a  low  level.  One  American  economist  living 
in  Lisbon  told  Forbes  he  expects  to  see  10%  real  annual 
growth  rates  soon,  v/hich  would  put  Portugal  in  the  top  growth 
category  among  national  economies.  "There  is  assured  access 
to  European  markets  through  the  Common  Market  [which 
Portugal  is  scheduled  to  join  in  1983].  The  Portuguese  wage 
structure  relative  to  Europe  is  very  favorable.  There  is  good 
access  to  financing  through  the  Euromarkets.  They've  got  the 
right  location  here  in  the  sunny  south.  And  they've  got  good, 
diligent  workers.  With  the  right  [political]  policies,  you  could 
well  see  an  explosive  industrial  takeoff." 

But  will  Prime  Minister  Sa'  Carneiro  last  long  enough  to 
deliver  those  "right  policies"?  Sa'  Carneiro  has  made  it  clear 
that  he  cannot  work  with  Portugal's  moderately  leftist  presi- 
dent, General  Eanes,  and  has  told  the  country  that  if  Eanes  is 
reelected  in  December's  presidential  election  then  he,  Sa'  Car- 
neiro, will  resign.  No  one  knows  what  all  this  posturing  will 
really  mean.  Said  one  Lisbon-based  diplomat:  "If  Sa'  Carneiro 
resigns  as  he  has  threatened,  you  could  have  a  governmental 
crisis.  But  I  personally  think  it's  just  campaign  rhetoric  on  Sa' 
Carneiro's  part.  ...  I  don't  think  he'd  give  up  power  so  easily." 

Any  chance  of  a  left-wing  coup?  Almost  none.  Sa'  Carneiro 
has  gone  out  of  his  way  to  keep  the  military  happy  and  in  the 
barracks.  Sa'  Carneiro's  anti-inflationary  budget  increased  de- 
fense spending  by  4%  in  real  terms,  to  around  $700  million — 
about  what  the  armed  forces  received  at  the  height  of  Portu- 
gal's colonial  wars.  He  has  chosen  a  popular  rightist  general, 
Antonio  Suares  Carneiro  (no  relation  to  the  prime  minister),  as 
the  AD  coalition's  presidential  candidate. 

On  the  Avenida  da  Liberdade  you  can  still  see  the  mass 
rallies  with  red  banners  and  hear  bullhorn  oratory  blaring 
against  Sa'  Carneiro's  wage  ceilings,  his  rough  handling  of  the 
Alentejo  peasant  farmers,  or  his  blatantly  pro-America  foreign 
policy.  But  then  the  next  day  you  read  that  the  Portuguese 
Communist  Party's  1.5  million-member  Intersindical  trade 
union  group  has  canceled  or  is  calling  off  another  strike. 

"We  Portuguese  like  to  talk  a  lot  about  everything,  but  the 
talk  rarely  leads  to  action,"  explains  Anto'nio  Pina,  a  General 
Motors  de  Portugal  executive  who  was  jailed,  without  charge, 
for  ten  months  when  Otelo  de  Carvalho  was  running  the 
country.  "When  I  was  in  prison,  my  cellmates  would  say, 
'When  I  get  out  I'm  gonna  kill  that  bastard  so-and-so.'  But  we 
got  out,  and  there  was  no  revenge. 

"You  know,  in  Portuguese  bullfights  we  never  kill  the 
bull."B 
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Oilman,  baseball  owner  and  radio  folk  hero, 
Western  Co.  of  North  America's  Eddie  Chiles 
has  the  world  in  his  hands. 


When  you're  hot 
you're  hot 


By  John  Merwin 


While  talking  about  the  drill- 
ing business,  The  Western  Co. 
of  North  America  Chairman 
Eddie  Chiles  eyes  a  team-autographed 
major  league  baseball.  The  ball  came 
with  the  Texas  Rangers,  which  Chiles 
bought  last  month.  Slowly  turning  the 
ball  in  his  hand,  Chiles  studies  the  play- 
ers' signatures,  then  spins  the  ball  on  his 
desk  and  muses  aloud.  "I  wonder  if  the 
players  really  do  autograph  these  balls?" 
he  asks. 

We'll  get  back  to  that  question  later, 
but  if  Chiles  can  spare  several  million 
dollars  to  buy  controlling  interest  in  a 
major  league  baseball  team,  things  have 
got  to  be  pretty  good  in  the  oil  patch. 

Indeed  they  are.  Chiles'  Ft.  Worth- 
based  drilling  and  well-service  company 
has  been  hotter  lately  than  a  drill  bit 


turning  at  10,000  feet.  On  Wall  Street 
they  may  talk  about  far  larger  offshore 
drillers,  like  SEDCO,  or  about  giant  well- 
service  companies  such  as  Halliburton, 
but  few  can  match  scrappy  Western 
Co.'s  growth.  First-quarter  revenues  ($91 
million)  were  up  66%,  and  earnings  ($10 
million)  shot  up  270%. 

A  former  roustabout,  Chiles  50  years 
ago  hitchhiked  his  way  out  of  the  Texas 
oilfields  to  Oklahoma  University,  where 
he  earned  a  degree  in  petroleum  engi- 
neering. In  1939  he  founded  Western  Co. 
with  two  oil-well  service  trucks.  Today 
his  company  owns  thousands  of  trucks 
and  several  hundred  million  dollars' 
worth  of  offshore  rigs.  At  70,  Chiles  finds 
himself  at  life's  best  intersection:  the 
right  time — the  Eighties;  and  the  right 
place — the  oil  business. 

Western's  businesses — oil-well  ce- 
menting, fracturing,  acidizing  and  off- 


Western  Co.  Chairman  Eddie  Chiles 

The  oil-drilling  business  L*  so  good  he's  got  time  for  baseball. 


shore    drilling — are    generating  st 
mighty  impressive  numbers.  Sale 
Western  hit  $275  million  last  year, 
return  on  equity  at  the  highly  levera 
firm  topped  20%.  During  this  year's 
ter  quarter,  traditionally  the  slowest  I 
od  in  the  oil  business,  Western  nei 
more  than  it  earned  in  an  entire  year 
years  ago.  For  the  remaining  three  qi 
ters  of  1980,  Chiles  forecasts  more  of[ 
same  as  revenues  head  toward  $400 
lion  and  earnings  per  share  toward 
$3.50  mark. 

More  than  half  of  Western's  pr 
stem  from  the  oil-well  service  busi 
which  isn't  very  sexy  but  is  remark 
profitable.  Western  sells  three  service 
oilmen:  cementing,   which  bonds 
well  pipe  to  the  side  of  the  hole;  fra 
ing,  using  pressured  fluids  to  force 
the  bedrock;  and  acidizing,  which  etc 
channels  through  the  rock  so  oil  and 
can  flow  freely. 

It's  not  hard  to  see  why  Western's 
services  have  taken  off.  Two  years  ag) 
Texas,  for  instance,  oil  drew  about  $ 
barrel.  Today  much  of  it  sells  for  $3 
$40  a  barrel,  which  has  sent  drillers  s 
rying  back  into  the  fields  to  punch 
viously  marginal  prospects.  In  the 
3'/2  months  of  1980  nearly  5,900 
were  drilled  in  Texas,  heart  of  Westfl 
territory.  That's  30%  more  than  in 
same  period  last  year. 

Many  of  these  wells  wind  up  b 
producers,  and  every  one  needs  cemj 
ing,  fracturing  and  acidizing.  Tl 
money  in  the  bank  for  Western  or  ri 
such  as  Halliburton.  What's  rri 
there's  a  booming  secondary  marke 
fracturing  and  acidizing  existing  w 
Inspired  by  higher  prices,  thousand 
old  wells  are  being  reworked  to  draw 
remaining  oil  and  gas.  There's  also 
other  sure  sign  of  a  boom:  Drilling 
tractor  Smith  International  reports 
deep-well  footage  drilled  in  Arkar 
Louisiana  and  Texas  increased  rj 
than  43%  in  1979.  These  deep  wellsj 
up  very  high  cementing,  fracturing 
acidizing  bills,  which  means  higher 
ume  and  fatter  margins  for  Western 

The  other  half  of  Western's  busin 
offshore  drilling,  sprang  out  of  now 
to  become  a  star  performer.  Five  5) 
ago  it  netted  less  than  $200,000. 
year  the  offshore  subsidiary  might 
$14  million.  The  fact  is,  anybody  ll 
enough  to  own  offshore  drilling  rig 
day  is  enjoying  the  bonanza,  inclu 
Western,  which  owns  1 1  rigs  and  Y. 
others  now  under  construction.  Hi 
oil  and  gas  prices  in  the  U.S.,  plus  h 
able  Conservative  Party  policies  in 
ain,  are  encouraging  drilling  boorr 
the  Gulf  of  Mexico  and  in  the  Br 
North  Sea,  two  areas  that  now  acc 
for  about  half  of  all  the  offshore  dri 
activity  worldwide. 

The  numbers  in  the  offshore  drii 
business  are  sensational.  New  cont: 
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Shhhhhhhh. 
It'sTWA's  new  First  Class 
Sleeper-Seat: 


Tilt  back  and  enjoy  more  legroom  than  ever  before  on  our  747s. 


TWA  now  offers  Sleeper-Seats 
to  more  European  cities  than  any  other  airline. 


Close  your  eyes.  Imagine  the  ideal  seat  for  a 
long  journey.  It  should  be  big  and  comfortable, 
of  course.  But  if  you're  going  to  spend  as  much 
as  eleven  hours  in  it,  you'll  want  more  than  that. 
After  all,  that's  a  long  time  to  be  sitting  in  one 
position. 

Wouldn't  it  be  nice  if  you  could  lean  back 
and  stretch  out  a  little?  Or  lean  back  and  stretch 
out  a  lot? 

You  can,  if  you're  flying  First  Class  across  the 
Atlantic  on  TWA. 

A  whole  new  class  of  comfort. 

TWA  introduces  our  new  Sleeper-Seats  on 
all  747's  and  747SP's.  And  they're  available  at 
no  extra  charge  in  our  main  First  Class  cabin 


and  our  upstairs  lounge.  Now  your  overseas 
flight  can  be  more  relaxing  than  ever.  You  can 
even  sleep  through  it  if  you  want. 

Just  lean  back. ..and  back. 

Our  new  Sleeper-Seat  stretches  out  when 
you  do,  so  you  can  lie  comfortably  in  it.  And 
there's  a  footrest  to  support  your  legs.  With  more 
room  between  seats,  you'll  have  more  room  to 
work.  But  if  you're  too  tired  for  that,  you  can  just 
lean  back,  close  your  eyes,  and  wake  up  at  your 
destination  refreshed  after  a  good  flight's  sleep. 

TWA's  new  Sleeper-Seat.  It's  a  good  thing 
you're  not  in  one  now.  You  might  have 
dozed  off  before  you  finished 
reading  about  it. 


You're  going  to  like  us 


eunvE 

PRIVILEGE 


fc"9ai. 

ML 


-  •  '31  •Sllll  Utk  ^HBH'I  You  find  it  in  the  club-like 
;:^^r^i|  Bnibfr'.j ,  te  atmosphere  at  The  Sheraton 

-  IS     rJBJlh  -  * '  T  Towers  at°P  New  York's 
^^^£~/^^^^f    Sheraton  Centre.  Private 
' '  'XkL  fflllSl  check-in  at  The  Towers  Club 

-^Wt   A  HH  on  the  46th  floor-  reached  by 

\-   ^.      t     W1*.       I  express  elevator.  Elegant  rooms 
and  suites  for  the  executive  lifestyle,  with  extras  like  thick 
terry  robes,  electric  blankets  and  24-hour    .  - 
room  service.  Complimentary  continen-  ^4 
tal  breakfast,  served  by  a  butler,  at 
the  exclusive  Towers  Club.  Ask  your 
travel  agent,  or  call  for  reservations  I 
(800)  325-3535  or  (212)  581-1000.      ^-/f"  ^>^_^  _ 
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AT  THE  SHERATON  CENTRE,  7TH  AVE.  AT  52ND  ST.,  NEW  YORK 


COLORADO 
VACATION 

Plan  now  for  a  vacation  this  summer 
at  a  fine  resort  high  in  the  Colorado 
mountains  with  thousands  of  acres  of 
spectacular  mountains,  streams,  and 
lakes  overlooking  Rocky  Mountain 
National  Park.  Lane  Guest  Ranch  of- 
fers: horseback  riding  on  mountain 
trails,  heated  swimming  pool,  thera- 
peutic pool,  guided  fishing  trips,  guid- 
ed auto  trip  over  the  Continental  Di- 
vide with  lunch  on  our  boat  on  one  of 
Colorado's  most  beautiful  lakes, 
lunch  rides,  packtr.ips,  childrens' 
counselors,  classic  comedy  films, 
backcountry  jeep  trips,  campfires, 
steak  cookouts,  bar,  entertainment 
every  evening,  and  excellent  meals. 
Our  deluxe  units  are  carpeted,  and 
most  have  patios  or  hammocks  locat- 
ed in  areas  of  pine,  aspen,  moss  rock, 
and  wild  flowers.  Package  Plan  in- 
cludes 7  nights  accommodations,  dai- 
ly breakfast  and  dinner,  and  all  of  the 
above  activities  $392  per  person  (chil- 
dren under  12  $294,  under  4  free). 
Limousine  service  to  Denver  Airport 
$38  per  family  per  trip.  Season  |une  1 
to  September  1.  Our  27th  year.  Write 
Lloyd  Lane,  Box  1766F,  Estes 
Park,  Colorado  SOS  17  for  bro- 
chure. Telephone:  (303)  747- 
2493. 


BPOGK 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 

NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
MEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


for  jack-up  rigs,  which  drill  in  shi 
Gulf  waters,  range  up  to  $33,000  a 
compared  to  only  $15,000  to  $20,00 
year.  The  break-even  point  on  a  t 
year-old  jack-up  rig,  for  instance,  is 
about  $22,000  a  day;  every  dollar  s 
that  is  pure  pretax  gravy.  The  sad 
true  for  Western's  four  semisubmei 
rigs,  which  drill  in  deeper  Gulf  wat\ 
in  the  North  Sea.  About  a  year  ago, 
submersibles  drew  only  $20,000  a  c| 
the  North  Sea,  but  today  a  new  con 
goes  for  $55,000  a  day. 

Can  the  bonanza  last?  Offshore  dr 
has  become  so  attractive  that  comp 
are  buying  new  drilling  rigs  right  am 
In  an  otherwise  flawless  outlooi 
Western,  this  is  the  one  potential  tr< 
spot.  Offshore  oil  analyst  Terry  Sm 
Howard,  Weil,  Labouisse,  Fnedrich 
of  New  Orleans  notes  that  101  ne' 
shore  jack-up  rigs  will  come  out  c 
shipyards  this  year  and  next,  joinin 
present  worldwide  fleet  of  234.  C! 
who  says  he's  worried  about  an  off 
surplus,  isn't  ordering  any  more  rigs 
while.  But  he  isn't  worried  about  o1' 
drilling  prospects.  Chiles  says  thei 
31%  more  seismic  crews  blasti 


The  numbers  in  the  oj 
drilling  business  are  seil 
tional.  New  contracts  for  jt\ 
up  rigs  which  drill  in  sha 
Guy    waters    range  up 
$33,000  a  day.  The  break-t\ 
point  is  about  $22,000  a  < 


at  future  drill  sites  than  were  in 
last  spring. 

Owning  Western  Co.  stock 
$  1 60  million,  Eddie  Chiles  and  his  f 
have  become  wealthy.  But  his  cla 
fame  in  Middle  America  isn't  tr 
business,  nor  is  it  the  more  visible 
ball  team,-  it  is  a  series  of  radio  conj 
cials  that  have  made  Chiles  someth 
a  regional  folk  hero. 

Nominally  the  radio  commercia 
Western  Co.  advertisements,  but  m 
their  air  time  is  really  dedicat< 
Chiles'  conservative  blasts  at  "tho 
erals  in  Congress."  The  commei 
broadcast  in  14  states,  begin 
announcer  asking,  "What  are  you 
about  today,  Eddie?" — an  opening 
has  inspired  tens  of  thousands  of  C 
dedicated  listeners  to  attach  rec 
white  "I'm  Mad,  Too,  Eddie!"  bi 
stickers  to  their  cars. 

What  about  those  baseballs?  ' 
Chiles  advises  several  days  afte 
Forbes  interview,  "I  found  out  th; 
ballplayers  really  do  sign  them.  I'] 
some  brand-new  ones  right  here."  I 
small  leather  orb  or  an  earth-size  sj 
any  way  you  cut  it  right  now,  Ft.  W 
Eddie  Chiles  seems  to  have  the  wcj 
his  mitt.  ■ 
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ching  a  company  from  the  brink  of  the 
e,  this  man  turns  it  into  a  strong,  living 
ness.  Dr.  Frankenstein?  No,  Marvin  Green 
%te  of  The  Bronx. 


Ghoul's  gold 


The  Up-And-Comers 


rreenjr.  of  Reeves  Communications 

ild  have  to  be  the  stupidest  kids  on  our  block  if  we  blow  this  one!" 


U  look  at  our  numbers,  it's  real- 
ot  hard  to  see  that  we  would  have 
e  the  stupidest  kids  on  our  block 
)w  this  one,"  says  Marvin  Green 
gregarious,  young  (45)  chairman 
lillion-sales  Reeves  Communica- 
l  independent  producer  of  televi- 
grams. 

to  mock  those  words,  a  nearly 
rable  fog  is  quietly  erasing  the 
im  Green's  27th-floor  corner  of- 
midtown  Manhattan.  Trying  to 
:  golden  opportunity  in  Reeves' 
1  statements  is  a  bit  like  trying  to 
amiliar  skyscraper  a  few  blocks 
irough  that  shimmering  mist, 
d  a  little  time  to  find  it. 
ost  of  the  standard  yardsticks, 
performance  looks  positively 
;:  Return  on  equity  was  close  to 


58%  last  year  and  earnings  have  been 
growing  at  77%  a  year.  But  one  quick 
glance  through  the  footnotes  to  Reeves' 
annual  report  and  that  glittering  record 
instantly  turns  to  tinsel.  Reeves'  equity 
was  shrunk  to  a  small  fraction  of  its  pre- 
1976  size  in  a  reverse  merger  with  far 
smaller,  privately  held  Visualscope.  So 
return-on-equity  calculations  are  virtual- 
ly meaningless.  By  the  same  token,  if 
earnings  growth  is  measured  from  tiny 
Visualscope's  pre- 1976  earnings,  then 
about  90%  of  that  growth  is  a  sort  of 
acquired  earnings.  And  if  earnings 
growth  is  measured  from  the  red  ink  of 
predecessor  Reeves  Teletape,  then  of 
course  you  run  into  the  old  arithmetic 
trap  of  exaggerated  percentages  when  us- 
ing zero  as  a  base  for  rate-of-increase 
calculations.  Two  pennies  of  earnings 


after  a  one-penny  profit  is  a  100%  gain 
after  all.  Now  add  in  the  fact  that  Reeves' 
tax-loss  carryforward  has  run  out  and  the 
fact  that  the  company's  debt  is  180%  of 
1979  book  value  and  the  picture  begins 
to  look  downright  worrying. 

You've  looked  twice.  Now  look  a  third 
time.  Reeves  will  show  enormous  gains 
in  sales  and  earnings  this  year,  and  quite 
possibly  for  some  years  to  come. 

Now  if  that  seems  confusing,  don't  feel 
bad.  It  has  seemed  confusing  to  the  Se- 
curities &  Exchange  Commission  also. 

"At  one  point  there  I  got  very  friendly 
with  the  SEC  because  they  were  having 
difficulty  understanding  what  we  were 
doing,"  Green  recalls  cheerfully.  "It 
looked  like  we  were  paying  taxes  but  we 
weren't.  We  were  providing  for  taxes, 
not  paying  them,  because  of  a  tax-loss 
carryforward,  and  reducing  fixed  assets 
instead.  The  more  money  we'd  make, 
the  more  our  net  worth  kept  going  down 
because  we  were  writing  off  assets  as  we 
were  making  money.  And  because  that 
lowered  depreciation  charges,  our  profits 
went  up.  still  further.  I  mean,  here  we 
were  making  all  this  money  and,  gee,  we 
were  just  going  down  the  tubes  on  the 
balance  sheet!  I  kidded  them,  'You 
know,  if  I  make  enough  money  I  will 
practically  be  able  to  show  negative  net 
worth!'  It  took  us  a  long  time  before  we 
all  understood  it!" 

What  was  so  confusing  about  the  Vi- 
sualscope/Reeves  Teletape  merger  of 
1976  wasn't  just  that  a  minnow  was 
swallowing  a  trout — and  renaming  itself 
"trout."  What  was  confusing  was  that 
the  old  trout  in  effect  died  in  the  process 
and  was  reborn  as  a  tiny  baby  trout. 

Green  says  he  certainly  wouldn't  have 
spotted  the  opportunity  if  the  IRS  hadn't 
started  making  noises  about  "undistrib- 
uted earnings"  at  Visualscope.  The 
sharp-eyed  IRS  sleuths  felt  sure  the  little, 
privately  held  audiovisual  consulting 
firm  was  earning  far  more  than  it  needed 
to  retain  for  operating  purposes  and 
should  pay  out  some  dividends  so  Uncle 
Sam  could  share  in  the  good  fortune. 

Green,  who  started  out  selling  greeting 
cards  in  the  Bronx  for  $3,800  a  year  after 
flunking  out  of  Bowdoin  College,  knows 
how  to  turn  problems  into  opportunities. 
He  had  struck  it  rich  at  Visualscope  by 
parlaying  a  minuscule  salesman's  flip- 
chart  producer  into  a  hot  consulting  firm 
that  found  showcase  television  specials 
(Upstairs,  Downstairs;  I.  Claudius;  American 
Civilization)  for  superblue-chip  corporate 
sponsors  (Mobil,  Xerox,  Travelers).  But 
Green  felt  Visualscope  had  about  reached 
the  limits  of  its  growth  and  those  IRS 
agents  were  looking  over  his  shoulder. 
"We  all  knew  that  probably  we  had  to 
start  looking  for  an  acquisition,"  says 
Green.  "I  mean  hopefully  you  have  a 
better  use  for  your  money  than  paying 
70%  of  it  to  the  government." 

A    near-bankrupt    company  called 
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Reeves  Teletape  caught  his  eye.  "Every- 
thing we  knew  about  this  business  said 
that  the  videotape  business  had  to  just 
grow  like  crazy  over  the  next  15  years," 
he  says.  "The  cost  of  film  keeps  going 
up;  today  tape  production  costs  about 
half  of  what  film  production  does.  The 
equipment  was  obviously  going  to  get 
smaller  and  more  mobile — at  that  time 
you  still  had  monstrous  pieces  of  equip- 
ment. And  whereas  film  is  very  labor- 
intensive,  videotape  is  computerized.  If 
I'm  going  to  hire  a  film  editor  to  do  a  TV 
commercial  he's  going  to  charge  me 
$2,000  and  work  a  week,  two  weeks  to 
get  it  done.  With  videotape  we  can  prob- 
ably do  what  that  guy  can  do  in  anbvitr." 

So  how  come  Reeves  had  been  losing 
money  hand  over  fist?  Well,  the  techni- 
cal revolution  was  only  just  dawning. 
"The  business  was  run  by  technical  peo- 
ple," says  Green,  "and  unfortunately 
they  weren't  very  good  businessmen. 
They  were  debt-heavy  and  couldn't  af- 
ford to  continue  spending  on  new  equip- 
ment. Now  they  had  25  old  2-inch  video- 
tape recorders  that  were  worth  around, 
you  know,  $150,000  apiece.  We  felt 
1-inch  videotape  recorders  were  coming 
and  they  offered  tremendous  advantages 
over  2-inch.  If  you  could  write  off  all  25 
of  those  2-inch  machines  at  once,  then 
while  all  the  other  guys  were  still  writing 
off  those  huge  pieces  of  equipment,  we'd 
be  the  only  ones  who  could  really  afford 
to  jump  into  1-inch." 

Put  Visualscope,  a  $3  million  service 
company  earning  $400,000  pretax,  to- 
gether with  $9  million  Reeves,  a  highly 
leveraged  capital-intensive  processing 
business  that  had  been  in  the  red  four  out 
of  the  last  five  years?  "It  was  difficult  to 
find  a  banker  who  thought  that  this  was 
the  best  deal  he'd  ever  seen  in  his  life," 
says  Green. 

But  Green  had  done  his  homework. 
"Reeves  owed  $4  million  and  most  of  it 
was  coming  due  shortly,"  says  Green. 
"There  was  no  way  they  could  pay  it.  So  I 
went  around  to  the  creditors  trying  to 
convince  them  they  ought  to  take  50 
cents  on  their  dollar  rather  than  the  20 
cents  on  their  dollar  they  might  get 
through  Chapter  11.  I  got  $4  million  in 
debt  down  to  $2  million  in  debt — and  the 
bankers  were  thrilled!  And  I  got 
$600,000  in  rent  reduced  to  $192,000." 

Now  Wall  Street  investment  bankers 
Donaldson,  Lufkin  &  Jenrette  pulled  out 
their  pocket  calculators.  Privately  held 
Visualscope,  they  figured,  was  worth  a 
little  over  $1  million.  Since  Visualscope's 
stockholders  wanted  to  end  up  with  clear 
control — say  65%  of  the  combine — that 
meant  Reeves  Teletape  had  to  be  valued 
at  under  $600,000.  Reeves  would  be  the 
surviving  company  so  as  not  to  lose 
those  tax-loss  carryforwards.  But  Reeves 
carried  its  net  assets  at  over  $2  million. 
Add  back  that  $1.7  million  of  debt  for- 
giveness and  you  get  $3.7  million.  Now 


subtract  Teletape's  new  "value"  of 
$600,000  and  the  combine  had  to  have  a 
$3.1  million  writeoff.  Off  the  books  went 
those  videotape  recorders  and  their  cor- 
responding depreciation  charges. 

With  sharply  lower  depreciation 
charges,  Green  was  able  to  show  the 
bankers  that  without  any  increase  in 
business  whatever,  the  combined 
Reeves-Visualscope  would  not  lose 
$800,000'as  it  appeared  at  first,  but  in- 
stead earn  $500,000. 

Now  Green  was  no  longer  simply  find- 
ing corporate  sponsors  for  shows.  He  was 
providing  the  equipment  and  techni- 
cians needed  to  produce  shows.  But,  ob- 
viously, the  real  money  was  in  develop- 
ing and  owning  the  shows.  In  1978 
Green  landed  Alan  Landsburg  Produc- 
tions. Landsburg,  one  of  the  largest  inde- 
pendent producers  of  made-for-television 
movies,  was  hot  and  growing  very  rapid- 
ly. But  Landsburg  felt  financing  that 
growth  was  becoming  a  strain.  With  its 
handsome  cash  flow  and  excellent  bor- 
rowing capacity,  Reeves  looked  like  an 
ideal  partner.  And  so  it  turned  out  to  be. 
Last  year,  with  Landsburg  on  board, 
Reeves'  sales  doubled  to  $30  million  and 


"Here  we  were  making  all  this 
money  and  we  were  just  going 
down  the  tubes  on  the  balance 
sheet!  It  took,  us  a  long  time 
before  we  all  understood  it!" 

its  earnings  tripled  to  $2.3  million.  An 
important  factor,  of  course,  is  the  net- 
work ratings  war.  One  of  the  best  ways 
to  boost  ratings,  it  turns  out,  is  more 
Movies  of  the  Week  like  And  Baby  Makes 
Six  and  Marathon . 

"Let  me  tell  you  why  everyone  would 
love  to  get  into  this  business,"  says 
Green,  pulling  out  a  pad  of  paper  and 
quickly  scribbling  some  numbers  on  a 
hastily  drawn  grid.  "Let's  say  we're  go- 
ing to  make  a  movie  of  the  week  and  it's 
going  to  cost  us  $  1 .5  million.  Negotiate  it 
with  the  network  and  they  agree  to  pay 
me  a  license  fee  of  $1.5  million.  Okay.  I 
have  broken  even. 

"Now  the  IRS  comes  along  and  they 
say,  'Wait  a  minute.  You're  going  to 
make  a  profit  on  this  thing  when  you  get 
it  back  from  the  network  in  the  after- 
market.  Estimate  what  your  profits  are 
going  to  be  in  the  aftermarket.'  So  I  say, 
'I'm  going  to  make  $500,000  in  the  after- 
market.'  And  they  say,  'Well  you  can 
only  take  costs  in  relationship  to  the 
sales  you  have  at  the  moment.  Since  in 
the  first  year  you've  got  75%  of  the  sales 
that  film  will  produce  over  its  life,  you 
can  only  take  75%  of  the  costs  against 
it.'  That  works  out  to  $1,125  million 
even  though  I  actually  spent  $1.5  million. 
So,  now,  lucky  me!  I've  just  made 
$375,000  right?  So  my  taxes  are 
$187,000. 1  show  a  profit  of  $187,000  but 


I  have  a  negative  cash  flow  of  $18 
Where  do  I  get  the  money?  So  thj 
says,  'Gee,  you  have  a  real  probler 
we're  going  to  try  to  help  you.  .  . 

Another  guffaw  from  Green 
say,  'We're  going  to  give  you  an  it 
ment  tax  credit  of  6.7%  on  that  ir 
of  the  usual  10%,'  "  he  goes  on.  "Sj 
some  $100,000  of  my  $1.5  million 
in  tax  credit.  So  my  negative  cash  f 
only  $87,000.  I'm  paying  just  $87,0j 
on  $1.5  million  revenue  and  we  cap 
doing  that  forever  as  long  as  we 
producing." 

So  Reeves  shows  a  profit  it  doesi 
have  to  its  shareholders  and  to  th 
Those  taxes  cause  a  negative  cash 
But  over  time  Reeves  hopes  to  rea 
very  high  rate  of  return. 

Notice  that  if  Green  wants  to 
current  reported  earnings,  all  he  ha; 
is  triple  or  quadruple  his  estim. 
what  he  expects  to  make  in  the  afte 
ket.  Says  Green:  "I  can  make  my 
ings  go  crazy  that  way."  But  ii 
Green  is  doing  just  the  reverse.  H 
mates  aftermarket  earnings  as  con 
tively  as  possible,  thereby  buildin 
burgeoning  nest  egg.  Renting  that 
out  to  the  aftermarket  should  prod 
least  $35  million  in  future  earnin 
the  next  four  or  five  years,  accord 
the  industry  rule  of  thumb. 

So  if  trouble  strikes  and  Reeves 
to  use  its  film  library — "our  cast 
goes  way  the  hell  up,"  Green  inte 
"You  see  the  casualty  rate  in  oui 
ness   is  incredibly  low.  Nobod 
bombed  out  that's  gotten  to  the  po 
have  except  one  producer  who  did 
cops-and-robbers  shows  in  the 
and  early  Seventies.  He  didn't  sell  < 
rerent]  his  inventory,  thinking 
getting  more  valuable,  and  then 
two  years  ago  they  cracked  do 
television  violence  and  nobody  i 
to  buy  any  of  his  shows.  So  tha 
risk  we  face.  A  second  is  losing  ot 
pie — there  are  only  a  few  of  us 
takes  time  to  develop  a  manag 
team — especially  in  this  busines; 
third,  someone  could  conceivably 
us  out  of  the  water  by  going  over  b 
But  we  watch  that  very  closely. 

"Of  course  there  are  lots  of  othei 
things  that  can  happen — like  th 
we  were  shooting  Wye  Savage  Bees 
the  desert  and  the  Santa  Ana  wini 
•up  and  blew  all  the  bees  away.  I 
were  fully  insured." 

At  45,  owning  24.5%  of  Reeves 
now  at  12  times  earnings,  worth 
$11  million  (in  total,  officers  owi 
65%  of  it),  Green  has  no  intern 
selling  out  any  time  soon.  With 
next  three  years  he  hopes  to  ma 
other  "fairly  significant"  acquisiti 

"I've  always  believed  that  earni 
more  important  than  assets,"  h 
The  truth  is  Green  has  managed  t 
both.— Geoffrey  Smith 


ij 

I 


i 


100 


FORBES,  MAY 


The  highest  return 
on  investment  in  the 
Common  Market. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

US  Department  of  Commerce  statistics  for  the  period  74-78  show  a  29.9%  average  annual  return  on  investment  for  US 
manufacturers  located  in  the  Republic  of  Ireland-more  than  twice  the  European  average. 

Ireland 

^$  The  Irish  government's  industrial  development  agency  has  offices  in  NewYork,  Tel  (212)972-1000; 
industrial  development  authority  Chicago,  Tel  (312)644-7474,  Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024;  Cleveland 
Tel  (216)861-0305,  Menlo  Park  CA.,  Tel  (415)854-1800;  Boston,  Tel  (617)367-8225;  Toronto,  Tel  (416)364-7478.  Overseas  offices  also 
Amsterdam,  London  Paris,  Cologne,  Stuttgart,  Copenhagen,  ivlilan,  Madrid,  Tokyo  and  Sydney 


This  announcement  is  published  by  IDA  Ireland,  200  Park  Avenue,  NewYork,  1001 7,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland 

This  material  is  filed  with  the  Department  of  Justice  where  the  required  reaistration  statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  bv  the  United  States  Government 


Many  people  buy  Raytheon  appliances  without  even  knowio 


When  it  comes  to  appliances,  Raytheon  isn't 
exactly  a  household  word  in  America.  Yet 
millions  of  householders  use  Raytheon 
appliances  every  day. 

There's  a  simple  explanation  for  this 
paradox.  Raytheon  is  the  parent  company  of 
five  different  appliance  firms  whose  names  are, 
indeed,  household  words.  Names  like  Amana. 
Caloric,  Glenwood,  Modern  Maid,  Speed  Queen. 
Raytheon,  in  fact,  now  ranks  among  the  five 
largest  major  appliance  manufacturers  in 
the  country. 


As  part  of  Raytheon,  each  company  can 
draw  on  a  broad  range  of  technical  skills  to  1 
develop  new  and  improved  products. 

Sometimes  the  results  are  dramatic.  In 
1967,  for  example,  Raytheon  and  Amana  joii 
forces  to  introduce  the  first  115-volt  counter 
microwave  oven  for  the  home.  That  first 
Radarange®  oven  revolutionized  home  cool-  I 
and  marked  the  beginning  of  a  whole  new 
industry.  Amana  and  Raytheon  continue  wo 
ing  together  to  develop  new  models,  new 
features,  and  new  accessories  to  make 


vave  cooking  even  better  and  more 
lient.  Little  wonder,  then,  that  Amana  is  the 
ys  leading  producer  of  microwave  ovens. 
;cently,  Raytheon  and  Caloric  engineers 
ped  the  remarkable  ME  range  that  cooks 
11  power  microwave  energy  or  conventional 
:ity— or  both  — in  a  single  oven.  And 
:  is  now  introducing  a  new  range  that 
les  microwave  and  gas  cooking, 
s  easy  to  see,  then,  that  Raytheon's 
rship  with  its  appliance  companies  serves 
;t  interests  of  both  the  customer,  who 


gets  high-quality,  innovative  products,  and  the 
individual  company,  which  benefits  from 
greater  research  and  financial  resources. 

Raytheon... a  $4.3  billion  company  in 
electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  For  a  copy  of  our 
Annual  Report,  please  write  Raytheon  Company, 
141  Spring  Street,  Lexington,  MA  02173. 


We  worked 
our  way  to  the  top. 


A  lot  of  hard  work  has  made  Case  a  giant  in  con- 
struction equipment.  One  of  our  largest  units  is  this 
Drott/Poclain  excavator,  hard  at  work  in  a  copper  mine 
in  Arizona.  We  offer  a  variety  of  industrious  excavators, 
loaders,  dozers,  trenchers,  compaction  equipment  and 
the  best-selling  loader/backhoe  in  the  world. 

Hard-working  construction  companies  demand  hard- 
working machines.  Case  has  met  that  need  with  more 
than  100  basic  models— the  broadest  line  of  tough, 
productive  construction  equipment  in  the  industry. 

Hard  work  works.  Thaf  s  how  Case  became  a  major 
force— the  growth  leader  in  the  industry  and  the  sec- 
ond largest  construction  equipment  manufacturer  in 
North  America. 


J I  Case 

A  Tenneco  Company 


oe  Minerals  doesn't  have  a  huge  amount 
apital,  but  it  compensates  with  imagina- 
and  good  management. 


Mining  capital 


of  St.  Joe  Minerals 

that  could  turn  out  to  be  a  mother  lode. 


If  Americans  do  not  always  appre- 
ciate what  a  treasure  they  possess  in 
the  nation's  almost  limitless  re- 
serves of  coal,  at  least  one  giant  European 
corporation  clearly  does.  Consider  the 
implications  of  the  gigantic  joint  venture 
that  Scallop  Coal  Corp.,  Shell's  wholly 
owned  subsidiary,  agreed  to  form  a  cou- 
ple of  months  ago  with  St.  Joe  Minerals 
Corp.  (1979  sales,  $1.2  billion)  to  develop 
St.  foe's  Appalachian  coal  reserves,  most- 
ly low-sulfur  steam  coal. 

For  Shell,  with  its  worldwide  oil  mar- 
keting and  transport  facilities,  St.  Joe's 
coal  will  become  part  of  a  significant 
diversification  in  the  U.S.  and  abroad 
that  will  be  a  supplement  to  its  vast  oil- 
marketing  operations.  For  St.  Joe,  the 
deal  could  turn  out  to  be  nothing  short  of 
a  mother  lode. 

The  50-50  joint  venture  will  work  this 
way:  St.  Joe  will  put  in  all  its  coal  assets, 
including  those  of  its  subsidiary,  A.T. 
Massey  Coal  Co.  (except  for  $220  million 
of  Massey's  cash),  and  Shell  will  put  up 
$680  million.  What  makes  the  deal  espe- 
cially attractive  for  St.  Joe  is  that  it  paid 
only  $56  million  in  stock  for  Massey 
back  in  1974  and  then  brought  in  an- 
other coal  company  three  years  later  for 
$40  million  in  stock.  Against  this  initial 
capital  investment  of  less  than  $100  mil- 
lion, St.  Joe  will  keep  Massey's  $220  mil- 
lion in  cash  before  selling  Shell  a  half 
interest;  it  will  also  benefit  from  the 
$680  million  in  cash  and  notes  that  Shell 
is  contributing  as  additional  capital  to 
the  joint  coal  operation.  The  deal  will 
increase  St.  Joe's  book  value  from  around 
$24  a  share  to  $40.  In  addition,  St.  Joe- 
can  divert  money  formerly  earmarked 
for  Massey  to  other  purposes. 

Last  year  Massey,  which  is  the  na- 
tion's second-largest-  coal  exporter, 
shipped  12.8  million  tons  of  its  own  coal 
plus  another  5.5  million  tons  it  brokered 
for  other  producers.  By  1985  St.  Joe  ex- 
pects Massey's  production  to  climb  from 
the  present  12.8  million  tons  a  year  to 
around  40  million.  Some  of  Shell's 
share — around  20  million  tons — will  be 
shipped  abroad  but  most  of  it  will  be 
marketed  to  U.S.  East  Coast  utilities  that 
now  take  its  oil. 

Shell  came  to  St.  Joe  looking  to  buy 
100%  of  Massey.  But  St.-  Joe's  CEO  John 
C.  Duncan,  59,  countered  with  the  prop- 
osition that  was  finally  agreed  upon. 
Duncan  came  to  St.  Joe  back  in  1970 
from  W.R.  Grace  to  be  senior  vice  presi- 
dent in  charge  of  diversifying  the  com- 
pany out  of  its  heavy  concentration  in 
lead  and  zinc.  Soon  after  he  got  there,  St. 
Joe  bought  92%  of  CanDel  Oil  Ltd.  of 
Canada  for  $47  million  in  cash.  Says 
Duncan,  "That  was  our  first  major  move 
into  energy.  We  paid  $12  a  share  and 
today  the  6%  that's  still  in  public  hands 
sells  at  $70  to  $71  on  the  Toronto  Stock 
Exchange."  That  would  make  St.  Joe's 
CanDel  shares  worth  almost  $280  mil- 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these 
securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  16,  1980 


1,000,000  Shares 

The  Perkin-Elmer  Corporation 


Common  Stock 

($1.00  par  value) 


Price  $39,125  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters , 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified  to 
act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co.     Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb    Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker    Wertheim  &  Co.,  Inc.     Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


Alex.  Brown  &  Sons 


Hambrecht  &  Quist 


have  the  power  to  end 


NATIONAL  HUNTINGTON'S  DISEASE  ASSOCIATION 

Suite  501. 1441  Broadway.  New  York.  NY  10018 
212-966-4320 


THIS  S^CE  CONTRIBUTED  B*  THE  PuBUSmER 


lion,  $12.45  per  St.  Joe  share.  The 
1977  St.  loe  bought  Coquina  Oil  Co^ 
Midland,  Tex.  independent. 

With  these  acquisitions  St.  Joe  ha 
terests  in  the  Buchan  Field  and  Ne| 
lands  sectors  of  the  North  Sea;  the  1 
worth-Wapiti  gasfields  in  Alberta; 
shore  explorations  in  southern  Engl 
and  leases  under  development  in 
southwestern  U.S. 

Even  with  that,  St.  Joe's  oil  and 
operations  account  for  only  5%  a 
present  revenues.  The  acquisitioi 
Massey  in  1974  was  the  most  impoi 
move  out  of  its  traditional  busine 
Last  year  the  company  sold  $618  mi. 
worth  of  coal,  accounting  for  551 
total  sales.  Lead  produced  21%  of' 
enues,  zinc  13%  and  precious  metals 
other  minerals  another  6%. 

The  Shell-St.  Joe  deal  won't  be  o 
pleted  until  the  fall,  by  which  time 
partners  will  have  worked  out  a  sche 


At  a  recent  market  prict 
around  40,  St.  Joe  is  set 
at  a  booh  value  that  aired 
discounts  the  Shell  deal. 


for  investing  Shell's  $680  million  in 
sey's  business.  Once  the  money  is  p 
work,  says  Smith  Barney  analyst 
liam  G.  Siedenburg,  the  deal  will  inc 
St.  Joe's  earnings  by  more  than  $1  a  s 
in  1981.  Even  before  the  joint  vent: 
funds  axe  invested,  they  will  be  earnir 
Joe  25  cents  a  quarter  in  interest. 

Duncan  is  looking  for  cash  flow 
year  to  hit  around  $10  a  share.  Accoi 
to  estimates  of  Bear  Stearns  analyst 
aid  Shorr,  operating  profits  should  r 
$250  million  and  aftertax  earnings 
run  about  $6  per  share.  With  that 
the  big  surge  in  net  worth  fromi 
writeup  of  the  coal  assets  by  $680 
lion,  you  would  think  St.  Joe  might 
looking  tasty  to  some  corporate  pred 

But  Duncan,  sitting  there  tossi 
half-pound  gold  nugget  from  ham 
hand,  doesn't  seem  a  bit  worried, 
he,  "Considering  our  earnings,  our  s 
is  selling  at  a  better  price  than 
other  mining  companies.  So  if  a  c< 
rate  buyer  wanted  to  find  bargains, 
have  to  look  elsewhere."  Maybe,  bu 
recent  market  price  of  around  40,  S 
is"  selling  at  a  book  value  that  ah 
discounts  the  Shell  deal,  and  at  onl 
times  probable  1980  earnings. 

Quite  clearly,  Duncan  is  not  ti 
any  chances.  He  didn't  bring  St.  Joe 
far  to  see  it  swallowed  up  just  a; 
carefully  laid  plans  are  coming  to 
ition.  The  joint  deal  with  Royal  C 
will  lessen  the  danger  of  an  oil  com 
takeover  of  St.  Joe.  Tempting  m 
though  it  be,  St.  Joe  looks  to  be  ar< 
for  a  long  time  as  an  independent  ph 
natural  resources  and  energy.  ■ 

FORBES,  MAY  It. 


We  started  the  year 
with$77  billion  worth 
of  orders  on  hand. 

A  new  record  for  us. 

The  figures  are  impressive,  by  anybody's  standards.  But  of  course 
only  our  manufacturing  companies  report  orders  on  hand. 

At  year's  end,  these  companies  had  a  backlog  of  $7.7  billion— up  18% 
over  the  year  before. 

These  orders  reflected  strong  performance  in  almost  every  area  of 
our  business.  What  about  the  years  to  come? 

As  our  Annual  Report  points  out,  this  company  has  committed  itself  to 
continued  profitable  growth. 

Which  is  why,  for  example,  we  devote  so  much  to  research  and 
development. 

In  the  past  five  years,  we've  invested  $3.4  billion  in  research  and 
development. 

And  this  year,  between  our  own  and  customer-funded  research,  we 
expect  to  spend  over  $1  billion  more. 

The  way  we  look  at  it,  having  healthy 
orders  on  hand  is  a  real  mark  of 
corporate  strength 

And  investing  heavily  against 
tomorrow's  products  and  services 
is  the  best  way  to  make  sure  the 
orders  keep  coming. 

For  a  more  detailed  look  at 
ITT,  its  business  and  prospects, 
write  for  your  complimentary 
copy  of  our  Annual  Report  to: 
Department  of  Investor  Rela- 
tions, International  Telephone 
and  Telegraph  Corporation, 
320 Park  Avenue,  New  York, 
New  York  10022. 


The  best  ideas  are  the 
ideas  that  help  people. 


ITT 


©  1980  International  Telephone  and  Telegraph  Corporation 


A  little  piano  company  has  become  one  of  the 
nations  best-run  financial  outfits.  Whats  the 
secret  of  higher  earnings  in  a  tough  year? 
Simply,  respect  for  its  stockholders. 

Baldwin-United1  s 
tuneful  bottom  line 


By  Subrata  N.  Chakravarty 

Poor  Morley  P.  Thompson.  The 
53-year-old  president  of  Cincin- 
nati-based Baldwin-United  Corp. 
has  spent  the  past  dozen  years  helping 
the  company's  founding  family  trans- 
form a  staid,  118-year-old  pianomaker 
into  a  $730  million  (revenues)  diversi- 
fied, profitable  and  fast-growing  financial 
services  company — banks,  savings  and 
loan  associations,  insurance,  mortgage 
servicing,  the  whole  gamut  of  financial 
services.  Now  he  faces  not  only  chaos  in 
the  financial  markets  but  also  a  Dec.  31 
deadline  to  divest  control  of  12  Colorado 
banks  under  the  1970  Bank  Holding 
Company  Act.  Add  to  that  the  woes  of 
the  insurance  and  S&L  industries — mas- 
sive withdrawal  of  funds,  narrowing 
spreads — and  you  can  guess  at  the  di- 
mensions of  Thompson's  problems. 

But  Morley  Thompson  is  smiling. 
There  is  not  even  a  hint  of  moisture  in 
his  eye  these  days. 

Aren't  his  savings  and  loan  earnings 
down  40%  in  the  first  quarter?  They  are, 
but  compare  that  with  the  competition. 
Many  S&L  companies'  earnings  are 
down  67%  and  more.  How  about  the 
problem  of  disintermediation — the  in- 
dustry term  for  the  massive  withdrawal 
of  funds  in  search  of  higher-yielding  in- 
vestments? "We  do  not  have  disinterme- 
diation in  either  our  savings  and  loans, 
our  banks  or  our  insurance  companies," 
Thompson  says.  In  his  insurance  compa- 
nies, policyholder  loans,  which  drain 
badly  needed  capital,  are  only  16%  of 
reserves,  well  below  the  industry  aver- 
age; insurance  sales  are  up  25%  in  the 
first  quarter  and  savings  and  loan  depos- 
its are  up,  too.  True,  Baldwin-United  has 
had  to  sell  high-rate  money  market  cer- 
tificates to  large  SikL  depositors  who 
formerly  had  straight  deposits,  but  at 
least  it  has  managed  to  hold  on  to  the 
money.  Moreover,  the  higher  cost  has 
been  moderated  by  the  loyalty  of  B-U's 
smaller  depositors.  Thompson  points  out 


that  B-U  caters  to  small  investors  who 
are  not  inclined  to  take  policy  loans  or 
pull  out  deposits  in  order  to  shift  to  high- 
er-interest money  market  certificates. 
The  tendency  of  small  investors  to  stay 
put,  Thompson  says,  is  attributable  part- 
ly to  a  lack  of  sophistication,  and  partly 
to  the  small  size  of  the  deposit  and  policy 
amounts  involved. 

The  same  squeeze  between  the  rising 
cost  of  money  and  the  relatively  rigid 


Thompson  of  Baldivin-l  nited 
Fewer  lawyers  per  square  mile. 

returns  that  hurt  SikL  earnings  has  also 
hurt  B-U's  property  and  casualty  busi- 
ness, with  the  underwriting  ratio — ex- 
penses as  a  percentage  of  premiums — 
increasing  from  96.7%  in  1978  to  98.9% 
in  1979.  But  B-U  is  still  one  of  the  very 
few  casualty  insurers  making  a  profit  on 
underwriting  before  adding  in  income 
from  investment  (Forbes,  .-\pr  28). 

How  does  B-U  keep  the  underwriting 
ratio  positive?  "One  reason  we're  suc- 
cessful," Thompson  quips,  "is  that  we're 
in  areas  with  fewer  lawyers  per  square 


mile."  He  is  not  being  facetiou 
Midwest  farm  states,  accordi 
Thompson,  are  a  less  litigious 
than  the  rest  of  the  country.  "W 
areas  of  the  Midwest  that  have  ve 
ethics,"  he  claims.  "You  don't  tu 
loss  on  a  barn  unless  the  barn  was 
damaged  in  a  storm." 

The  most  important  reason,  ho^| 
has  nothing  to  do  with  ethics.  In  m 
the  states  in  which  B-U  operates,  tl| 
permits  B-U  to  file  for  a  rate  increal 
bill  the  increase  without  waiting  j 
proval.  That  makes  a  big  difference 
approvals  typically  take  months 

Meanwhile,  B-U  is  making  high 
turns  than  usual  by  paying  greater 
tion  to  its  "float"  businesses.  Float! 
ey  is  essentially  free  money,  thd 
costs  being  administrative.  Casua 
miums,  paid  in  advance,  are  floal 
year  B-U  acquired  Top  Value,  the  s» 
largest  marketer  of  trading  start 
business  that  is  based  entirely  onj 
Trading  stamps  are  sold  to  mem 
and  are  paid  off  in  merchandise  an 
age  of  a  year  and  a  half  later.  I 
meantime,  the  money  is  availar 
use.  Yet  another  float  business  is 
gage  servicing.  B-U  contracts  with] 
ers  to  collect  mortgage  payments 
fee — typically  0.375%.  But  in  addiH 
gets  the  use  of  the  payments  for  4^ 
In  many  cases,  home  owners  ali 
their  real  estate  taxes  monthly  witl 
mortgage  payments.  But  B-U  pays 
to  the  localities  only  semiannual 
law  the  funds  must  be  placed  in  a  i 
terest  escrow  fund.  B-U  deposits  1 
crow  funds  in  its  own  banks  and 
The  banks  thereby  get  lendable  fu 
no  cost.  Last  month  B-U  doubl 
mortgage  servicing  business  by  acq 
75%  of  the  Colwell  Co.,  a  Call 
based  firm  servicing  S2  billion  in: 
gages.  Thompson  plans  a  free 
merger  soon  to  get  the  rest  of  the  s 

Of  Baldwin-Umted's  $3.2  billl 
combined  assets,  some  $750  millic 
float  funds  and  another  $800  milhci 
low-cost  funds  like  life  insuran 
serves  and  savings  deposits.  OnH 
million  is  in  high-cost  money  r 
and  federal  funds. 

B-U  is  as  innovative  in  marketir 
is  in  money  management.  It  is 
only  five  companies  to  offer  adji 
life  insurance  policies,  which  allo\ 
licyholder  to  shift  at  will  from  whc 
to  term  and  back  again  with  no 
ties.  It  is  also  one  of  the  few  to 
single-premium  deferred  annuity- 
shot  payment,  whose  income  is 
tered  until  drawn  down.  The  am 
are  selling  at  the  rate  of  $1  mil 
week.  "We  are  just  very  marketi: 
ented,"  says  Thompson.  "We're  tr 
offer  new  products." 

The  innovative  approach  shot 
also  in  internal  financing.  At  th 
ment,  for  example,  Thompson  is  ei 
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Many  of  our  customers  get  a  big  head 
start  when  they  embark  on  a  search  for  a  new 
systems  solution  to  a  major  business  need. 
IBM  Data  Processing  Division  teams  of  appli- 
cation specialists  have  been  there  before,  trav- 
eling throughout  the  country  to  tackle  some  of 
the  toughest  business  projects. 

Our  specialists,  who  have  years  of  expe- 
rience in  specific  industry  areas,  work  in  tan- 
dem with  a  customer  team  to  define  require- 


Have  solutior 


ments  and  plan  application  design.  They  d 
upon  known  solutions  that  have  already  he  .;> 
other  customers  in  the  same  industry.  Wor 
with  customer  executives,  users  and  data 
cessing  professionals,  they  adapt  the  solu 
to  the  specific  business  problem. 

It  can  take  a  long  time  to  develfl 
tailored  plan  for  a  systems  solution.  But 1 
the  help  of  our  Application  Transfer  Team; 
process  often  can  be  accomplished  in  only  ai 


I  travel 


is.  Sometimes  it's  even  been  done  in 
The  teams  are  one  example  of  IBM  sup- 
rhey  are  in  action  clear  across  the  coun- 
t  sites  such  as  those  represented  above - 
ng  with  customers  in  industries  as 
e  as  finance  and  insurance,  education  and 


manufacturing,  transportation  and  utilities. 

Every  time  we  help  a  customer  define 
and  solve  a  critical  business  problem,  every- 
body benefits.  And  it's  what  we  learn  that 
makes  it  possible  for  us  to  say,  "Have  solutions, 
will  travel." 


The  way  we  put  it  all  together  is  what  sets  us  apart.   = = = ~ = • 

Data  Processing  Division 


^four  first  minute  at  Marriott. 


"ne  minute  should  be  more  than  enough 
to  show  you  why  Marriott  stands  apart  from  every  other 
hotel  company  in  the  world. 

To  show  you  why  for  example,  Marriott  has  won 
far  more  Mobil  "4-star"  awards  than  either  Hyatt  or 
Hilton-and  more  than  Sheraton. Western  International, 
and  Holiday  Inn  combined. 

It's  not  that  Marriott  offers  things  other  hotels 
don't.  It's  simply  that  Marriott  sticks  to  the  basics, 
but  serves  them  up  with  such  a  passion  for  perfection  that 
they  suddenly  seem  fresh,  a  revelation. 

Imagine!  A  hotel  run  the  way  a  hotel  ought  to  be 


run.  Genuine  warmth  from  the  people  who  greet  yo^ 
and  help  you  with  your  luggage.  Attentiveness  from 
the  desk  clerk.  Rooms  that  are  immaculate.  Waiters  an 
waitresses  who  smile. 

You'll  find  Marriott  hotels  downtown  or  near 
airports  in  most  U.S.  cities  and  at  many  resort  and 
foreign  locations,  too.  To  reserve,  call  a  professional.  yoi 
travel  agent.  Or  toll-free  800-228-9290. 

WHEN  MARRIOTT  DOES  IT, 
THEY  DO  IT  RIGHT.5      ^        ,        .  -    .  J 

Harriott  floteU 


in  selling  two  subsidiaries.  They  are  Em- 
pire Savings,  Building  &  Loan  Associ- 
ation and  Baldwin  Piano  &  Organ  Co. — 
B-U's  original  business.  The  buyers  are 
their  own  life  insurance  subsidiaries  who 
are  paying  $80  million  for  the  pair.  The 
earnings  will  still  flow  through  to  the 
consolidated  statements,  and  the  parent 
will  get  $80  million  in  cash  besides. 

Baldwin-United's  management  has 
even  managed  to  turn  to  advantage  the 
legal  requirement  that  it  sell  its  commer- 
cial bank  holding  company.  Thompson 
proposes  to  put  the  banks'  stock  in  a 
limited  partnership  in  which  the  banks' 
managements  and  boards  would  be  the 
general  partners  with  voting  control  and 
B-U  would  be  a  limited  partner  with  a 
93%  nonvoting  interest.  B-U  would  thus 
comply  with  legal  requirements  to  give 
up  control  but  would  continue  to  have 
the  financial  benefit  of  booking  most  of 
the  banks'  profits.  The  earnings  would 
continue  to  be  consolidated  and  B-U 
would  avoid  a  steep  decline  in  reported 
earnings.  In  order  to  ensure  that  control 
really  is  relinquished,  the  Fed  has  stipu- 
lated that  there  be  no  contact  between 
the  banks  and  B-U.  "They  made  me  sign 
an  affidavit  that  I  can't  even  buy  a  direc- 
tor a  drink,"  says  Thompson.  As  further 
insurance,  8  of  the  1 1  directors  of  the 
new  bank  holding  company  will  be  non- 
management  outside  directors. 

Under  a  brilliantly  complex  plan  that 
B-U  has  proposed  to  the  Fed,  the  parent 
company  will  eventually  relinquish  its 
remaining  ownership  in  the  banks — but 
only  gradually  and  at  an  excellent  price. 
Baldwin-United  proposes  selling  $180 
million  in  debentures  with  warrants  at- 
tached that  would  enable  the  warrant 
holders  eventually  to  acquire  B-U's  part- 
nership interest.  While  it  is  waiting  for 
the  warrants  to  be  exercised,  B-U  can 
deduct  the  interest  cost  on  the  deben- 
tures (which  cannot  be  less  than  the 
bank's  total  aftertax  earnings)  from  its 
taxable  income.  Meanwhile  its  participa- 
tion in  the  bank  profits  can  continue  to 
be  consolidated.  You  don't  have  to  un- 
derstand the  details  of  the  plan  to  realize 
that,  if  the  Fed  approves  it,  B-U's  share- 
holders will  benefit  from  higher  reported 
earnings  than  if  it  is  not  approved. 

If  all  this  weren't  boon  enough,  Bald- 
win-United is  sitting  with  a  nice  pile  of 
cash  at  a  time  when  cash  is  at  a  premi- 
um. If  the  bank  deal  is  approved,  its  cash 
hoard  will  swell  to  about  $300  million — 
about  $30  per  Baldwin-United  share  as 
compared  with  a  recent  market  price  of 
$26.63.  "We  think  that  later  on  this  year 
is  going  to  be  a  very  good  time  to  invest  a 
couple  of  hundred  million  dollars  and 
we've  got  it  to  invest,"  says  Thompson. 
"We're  going  to  have  quite  a  war  chest." 

It  was  only  12  years  ago  that  Thomp- 
son and  the  controlling  Wulsin  family 
(Lucien  Wulsin  is  still  chairman)  set 
about  diversifying  their  venerable  piano 


Baldwin-United's  Central  Bank  of  Denver 


A  brilliantly  complex  divestiture  plan. 

company.  Not  for  them  grab-bag  con- 
glomeration. Finance  was  a  logical  direc- 
tion, as  most  pianos  have  always  been 
sold  on  the  installment  plan  and  manage- 
ment always  had  to  understand  finance. 
The  results  have  been  a  truly  impressive 
example  of  what  good  management  and 
common  sense  can  accomplish.  Over  the 
past  decade  alone  book  value  per  share 
has  increased  from  just  over  $1  to  more 
than  $20,  and  earnings  per  share,  from  79 
cents  to  almost  $6.  With  total  assets  of 
just  over  $3.2  billion,  Baldwin-United 
may  be  one  of  the  nation's  smaller  diver- 
sified financial  outfits  but  it  is  also  one  of 
the  most  profitable. 

Thompson  likes  to  tell  the  story  of  the 
widow  of  a  former  employee:  When  her 
husband  died  in  1952,  she  inherited 
$50,000  in  stock.  Today,  that  stock  is 
worth  over  $3  million  and  pays  $120,000 
in  dividends  annually. 

He  tells  the  story,  not  so  much  in 
bragging  tones,  as  to  let  you  know  that 
Baldwin-United  is  run  for  the  primary 
benefit  of  its  shareholders — which  rela- 
tively few  companies  really  are,  the  pi- 
eties notwithstanding.  Because  Thomp- 
son took  advantage  of  last  year's  weak 
stock  market  to  buy  in  920,000  of  B-U's 
shares — nearly  10%  of  the  outstanding — 
per-share  earnings  were  up  9.5%  in  the 
first  quarter,  although  dollar  earnings 
were  up  only  2.2%.  He  predicts  that  the 
trend  will  continue  for  the  rest  of  the 
year.  That  is  going  to  be  quite  an  accom- 
plishment, considering  that  B-U  last  year 
earned  $5.78  a  share,  a  return  of  more 
than  30%  on  shareholders'  equity.  Even 
in  this  depressed  market,  Baldwin-Unit- 
ed would  seem  quite  a  bargain  at  less 
than  5  times  last  year's  earnings.  ■ 
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Charlie  Bluhdorn  was  right:  Under  the  right  circumstances — if '  y 
understand  the  implications  of  inflation — a  liability  can  be  an  ass 


The  more  they  owe, 
the  richer  they  get 


p 

r 
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Back  in  the  Sixties  Wall  Street 
laughed  at  Gulf  &.  Western 
founder  Charlie  Bluhdorn  for  turn- 
ing his  highly  leveraged  conglomerate 
into  an  inflation  hedge.  His  concept:  bor- 
row long  and  buy  assets  that  would  ap- 
preciate with  inflation.  Examples: 
G&W's  Manhattan  skyscraper,  its  Para- 
mount film  libraries,  forests  and  mines. 

Aha!  said  Wall  Street.  Just  wait  until  a 
real  recession  hits.  The  whole  pyramid 
will  tumble.  As  it  turns  out,  Bluhdorn 
was  sharper  than  his  detractors.  He  un- 
derstood the  implications  of  inflation. 
They  didn't.  The  assets — and  the  earn- 
ings they  produce — have  indeed  grown 
in  value  with  inflation.  Compounding 


Statistical  Spotlight 


the  benefit,  the  burden  of  the  debt  has 
become  much  lighter.  Not  only  will 
G&W  be  paying  back  in  much-cheap- 
ened dollars,  but  interest  rates,  as  low  as 
5%,  also  look  like  a  real  bargain,  at  a 
time  when  20%  interest  rates  are  com- 
mon and  even  the  bluest  of  blue-chip 
companies  has  trouble  borrowing  long. 
It's  a  paradox  of  our  times,  a  product  of 
inflation,  that  long-term  debt  at  relative- 
ly low  interest  rates  can  be  an  asset,  not  a 
liability.  Bluhdorn  understood  this  long 
before  most  of  his  peers  did. 

G&W  isn't  the  only  company  sitting 
with  this  perverse  kind  of  asset.  Under 
new  Financial  Accounting  Standards 
Board  rules,  some  companies  are  re- 


quired to  show  in  their  annual  rep< 
figure  called  "purchasing  power  gai 
tells  how  much  the  company  gain 
real  dollars  that  year  because  the  b 
of  its  debts  were  reduced  by  inflatk 
On  the  table  below  are  46  comp 
with  high  debt — and,  accordingly, 
purchasing-power  gains.  Of  coin 
quick  qualifier  must  be  that  the  eau 
assets  bought  with  the  borrowed  m 
should  be  doing  well  enough  to 
inflation.  Where  they  aren't,  the 
may  be  more  illusory  than  rea 
where  the  purchased  assets — plan 
machinery — have  maintained  their 
or  increased,  the  purchasing-powe; 
is  real. — Maria  Latorraca 


Cheap  debt 

These  companies  illustrate  the  benefits  of  living 

in  inflationary  times:  Their 

debt  will  be  paid  back  in 

cheaper  dollar 

Long-term 

Total 

Interest 

Purchasing 

debt  as 

long-term 

Total 

on  long- 

Average 

power 

%of 

debt 

capital 

term  debt 

interest 

gain* 

Company 

capital 

(mil) 

(mil) 

(mil) 

rate 

(mil) 

Industry 

ACF 

47% 

$  311 

$  659 

S  25.7 

8.5% 

$  62.9 

Railroad  equiprr 

Akzona 

41 

228 

552 

19.5 

9.3 

31.6 

Chemical 

Albertson's 

55 

216 

395 

21.3 

9.9 

36.9 

Supermarkets 

Alexander  &  Baldwin 

40 

180 

453 

12.9 

8.5 

8.9 

Transportation 

Allegheny  Ludlum 

43 

352 

822 

36.0 

10.0 

58.6 

Specialty  steel 

Allied  Chemical 

42 

1,013 

2,441 

71.7 

7.3 

187.0 

Chemical 

American  Airlines 

59 

1,260 

2,153 

77.8 

6.7 

112.8 

Airlines 

Braniff  International 

78 

699 

898 

55.9 

10.0 

71.7 

Airlines 

Carter  Hawley  Hale  Stores 

47 

514 

1,098 

41.8 

8.1 

66.3 

Retail 

Castle  &.  Cooke 

44 

346 

777 

28.8 

8.6 

47.9 

Food  processing 

City  Investing 

63 

1,580 

2,507 

188.0E 

13.2 

135.4 

Multi-industry 

Continental  Air  Lines 

58 

297 

510 

30.1 

10.9 

35.0 

Airlines 

Crane 

53 

417 

791 

40.0E 

10.6 

48.4 

Building 

Diamond  Shamrock 

43 

761 

1,780 

67.0E 

9.0 

106.0 

Chemical 

Dillingham 

42 

177 

422 

15.9 

8.7 

18.9 

Multi-industry 

Dow  Chemical 

45 

3,128 

7,024 

256.3 

8.3 

435.0 

Chemical 

Eastern  Air  Lines 

74 

1,374 

1,863 

90.6 

7.5 

132.7 

Airlines 

Eaton 

40 

626 

1,562 

64.6 

8.9 

96.0 

Automotive 

Federal  Paper  Board 

45 

150 

334 

13.2 

9.3 

19.7 

Packaging 

GATX 

69 

1,061 

1,548 

77.2 

7.4 

131.9 

Railroad  equipn 

'Gain  from  decline  in  purchasing  power  of  net  amounts  owed. 

E:  Estimate. 
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Long-term 

Total 

Interest 

Purchasing 

debt  as 

long-term 

Total 

on  long- 

Average 

power 

/o  01 

debt 

—       • .  1 

capital 

term  debt 

interest 

gain* 

any 

capital 

(mil) 

(mil) 

(mil) 

rate 

(mil) 

Industry 

/ear  Tire  &  Rubber 

41 

1,502 

3,665 

123.9 

8.3 

224.5 

Automotive 

nermill  Paper 

40 

191 

479 

13.3 

7.0 

22.8 

Forest  products 

tal  Corp  of  Amer 

53 

446 

836 

38.2 

8.8 

56.8 

Health  care 

1   CO  1 

2,o09 

1  A  f  ~) 

146.3 

0  1 
y.l 

ICO  ( } 

zoo.v 

Steel 

hon  Oil 

40 

1,136 

2,825 

107.6 

9.8 

227.4 

Energy 

3tt 

49 

403 

816 

32.0E 

8.5 

55.1 

Hotel 

Petroleum 

56 

504 

904 

44. 0E 

9.2 

51.0 

Energy 

ly  Oil 

47 

480 

1,012 

38.5 

7.7 

81.0 

Energy 

west  Industries 

42 

664 

1,588 

60.0E 

9.5 

104.8 

Multi-industry 

ental  Petroleum 

41 

1,176 

2,877 

143.6 

12.3 

240.1 

Energy 

merican 

59 

1,061 

1,787 

70.4 

7.1 

112.3 

Airlines 

oil 

47 

759 

1,608 

90.0E 

10.8 

128.4 

Energy 

>  Dodge 

38 

652 

1,695 

51.9 

7.8 

100.9 

Mining 

Morris 

A  OO  7 

iin  nc 

O  C 

y.j 

OOO.U 

Tobacco 

American 

78 

886 

1,135 

112.3 

12.3 

124.0 

Retail 

Ids  Metals 

43 

913 

2,124 

65.0 

7.1 

116.4 

Metals 

System 

71 

739 

1,047 

63.8 

10.1 

103.3 

Trucking 

1 

45 

171 

378 

15.4 

9.8 

17.8 

Household  products 

in-Williams 

40 

3  iU 

1  Q  1 
LO.  1 

1 .0 

L 1  A 

Building  materials 

ird  Oil  of  Ohio 

56 

3,892 

6,979 

437.2 

10.2 

535.0 

Energy 

*.  Shop 

59 

181 

309 

16.5E 

9.0 

36.9 

Supermarkets 

World 

67 

1,338 

1,989 

87.8 

6.9 

129.1 

Airlines 

yal 

56 

636 

1,146 

45. 0E 

7.4 

77.6 

Automotive 

Consolidated 

38 

291 

763 

27.9 

9.3 

46.6 

Home  appliances 

ms  Cos 

49 

714 

1,458 

70.0 

9.1 

120.0 

Fertilizers 

60 

237 

397 

25.7 

11.7 

39.3 

Retail 

Torn  decline  in  purchasing  power  of  net  amounts  owed.    E:  Estimate. 


Take  exception  to  this 
Money  Market  Fund. 


3  Scudder  Tax  Free  Money  Fund  is  exempt 
n  the  new  Federal  Reserve  money  market 
d  regulations.  It's  our  exception  to  the  rule. 

ligh  quality,  short-term  municipals  with 
)day's  high  interest  and  tax  free  income* 

ttractive  for  investors  in  high  tax  brackets. 

1,000  minimum  investment,  additions  in 
ny  amount. 

lo  load,  no  commissions. 

acked  by  60  years  of  investment 
ounseling  experience. 

me  income  may  be  subject  to  state,  local  or 
feral  taxes. 

ite  or  call  toll-free  800-343-2890. 
/lass.,  call  collect  (617)  482-3990. 


SCUDDER 

SCUDDER  STEVENS  &  CLARK  INVESTMENT  COUNSEL 

Scudder  Tax  Free  Money  Fund 

Scudder  Fund  Distributors,  Dept.  #  8014755MO2 

175  Federal  Street,  Boston,  MA  02110 

For  more  complete  information  including  management  fee 
charges  and  expenses,  please  write  or  call  for  a  free  prospectus 
Read  it  carefully  before  you  invest  or  send  money 


Name 


Address 


City. 


State 


Zip 


Scudder  Tax  Free 
Money  Fund. 
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l^diled  by  Robert  J.  Flaherty 


Amdahl  of  Magnuson  Systems 
JVo  threat  to  the  old  man? 

The  son  also  rises 

Last  year  new  products  from  IBM  put  the 
computer  industry  into  an  uproar,  but 
one  little  company — Magnuson  Systems, 
still  in  its  first  full  year  in  business — not 
only  survived  but  also  prospered,  while 
established  companies  like  Itel  were  fall- 
ing apart.  Magnuson's  computers  are 
competitive  with  IBM's  new  4300  series. 
The  mover  at  Magnuson  is  Carlton  Am- 
dahl, the  company's  executive  vice  presi- 
dent for  technology. 

He  is  the  son  of  Gene  Amdahl,  who 
became  something  of  a  legend  in  the 
computer  industry  by  selling  the  first  non- 
IBM  computers  compatible  with  IBM  pro- 
grams. But  while  dad's  firm  saw  its  net 
income  cut  in  half  and  its  stock  drop  70% 
last  year,  son  Carl  was  setting  himself  up 
as  another  IBM  irritant.  Privately  held 
Magnuson  had  1979  sales  of  $10  million; 
sales  are  expected  to  triple  this  year,  and 
the  company  is  already  profitable. 

"Paul  Magnuson,  marketing  man  at 
Amdahl  in  its  initial  years,  thought  a 
company  could  be  put  together  to  market 
a  midrange  IBM-compatible  computer," 
says  the  soft-spoken,  28-year-old  Am- 
dahl. "Paul  went  to  my  father  and  asked 


if  he  knew  any  engineers  who  could  do 
the  job.  My  father  said,  'Well,  my  son's  at 
Berkeley,'  and  they  called  me." 

Carl  Amdahl  has  been  fooling  with 
computers  since  he  was  a  kid.  He  wrote 
his  first  program  at  age  ten  and  was 
studying  for  his  doctorate  in  computer 
science  when  he  decided  to  transform 
what  was  to  have  been  his  dissertation 
into  a  marketable  machine.  It  had  taken 
his  father'five  years  and  nearly  $50  mil- 
lion to  bring  his  first  machine  to  market; 
son  Carl  did  it  in  nine  months  and  for 
less  than  $500,000.  "When  we  designed 
the  computer,"  says  young  Amdahl,  "our 
first  concern  was  survival.  So  we  had  to 
keep  things  as  simple  as  possible." 

Amdahl's  competitive  strategy  was  to 
build  a  computer  that  could  meet 
changes  at  IBM  while  sparing  a  customer 
the  costly  process  of  scrapping  his  old 
machines.  A  Magnuson  user  can  modify 
his  machines  simply  by  replacing  some 
electronic  circuit  boards. 

Magnuson  moved  to  a  larger  manufac- 
turing facility  in  San  Jose  late  last  year 
and  its  finances  are  solid.  A  second  round 
of  venture  financing  last  fall  raised  $10 
million  though  the  company  was  looking 
only  for  half  that  amount.  In  its  backlog 
is  a  firm  $10  million  contract  from  Stor- 
age Technology. 

Carl  Amdahl  thinks  his  company 
poses  no  threat  to  his  father's  company 
because  Magnuson's  computer  is  smaller 
than  Amdahl's.  Papa  Amdahl  has  other 
ideas.  "I  think  Carl's  done  a  remarkable 
job,"  he  said  recently.  "I  don't  think 
he  can  be  viewed  as  anything  but  a 
competitor."—  Kathleen  A'  Wiegner 


Singin'  in  the  rain 

For  years  Alleghany  Corp.  Chai 
Fred  Kirby  had  a  love-hate  relatiq 
with  Investors  Diversified  Services 
the  often-troubled  Minneapolis-bas 
nancial  conglomerate  with  $10  b 
worth  of  mutual  funds,  real  estatJ 
insurance  companies.  Alleghany  I 
owned  93.5%  of  IDS'  voting  stocj 
sold  it  to  the  Murchisons  of  Texi 
1966.  By  1977  Alleghany  had  reg 
45%  of  the  voting  stock  and  last  IV 
increased  its  equity  from  37%  to  1[ 
making  IDS  a  wholly  owned  subsidl 
The  huge  losses  IDS  took  in  its 
estate  operations  steadily  eroded  pi 
from  $37  million  in  1971  to  $1 1  mi 
in  1975.  Then  they  came  back  res< 
ingly  to  a  record  $61  million  in  19i 
January  IDS  unloaded  its  losing  re 
tate  investment  trust — IDS  R 
Trust — to  Boothe  Financial  Corp. 

"I'm  glad  I  didn't  have  to  take 
on,"  sighs  Walter  D.  Scott,  48,  aboii 
real  estate  trust.  He  is  the  new  IDS  | 
executive  officer,  replacing  Charld 
Orem,  who  became  chairman.  | 
came  to  IDS  from  another  Mmneaj 
company,  Pillsbury,  where  he  was  ei 
tive  vice  president  of  administration 
finance  and  a  member  of  the  board. I 
But  IDS  still  has  some  rough  hil 
climb,  says  Scott.  Mutual  fund  shara 
still  being  redeemed  faster  than  tw 
being  sold,  a  situation  that  is  not  U 
to  reverse  itself  for  some  time.  M 
while,  Scott  says,  he's  going  to  us* 
2,800  salespeople  to  sell  such  serviq 
insurance,  investment  and  final: 
counseling  and  maybe  some  new  1 


Scott  of  Investors  Diversified  Senices 
"The  heat  is  on  institutions  like  ours  to  adapt." 
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Vhat  is  NCR  up  to  no 


i're  number  two 
factory  data 
llection  terminals. 

ay,  the  critical  element  in 
[rolling  manufacturing  costs  is 
jmbling  and  processing 
'mation  fast.  That's  why  over 

0  NCR  factory  data  collection 
linals  are  used  by 

ufacturers  worldwide.  Firms  such  as 
sh  Aircraft,  Bell  Helicopter,  and 
~\  Deere  depend  on  NCR  systems 
:hedule  production,  to  control 
ntory,  and  to  provide  up-to-the- 
jte  management  information. 

ourse,  helping  businesses 
:  rising  costs  is  nothing  new 
ICR.  We've  been  doing  this 
e  the  days  before  the 
smbly  line.  In  fact,  we've 

1  in  the  business 
pment  field  for  almost 
/ears.  Manufacturers 
for  this  kind  of 
iriencewhen  choosing 
mation  processing 
3ms. 


And,  they  iook  for  support. 
NCR  supplies  it  with  16,000 
highly  trained  field  engineers 
ready  where  needed  and  when. 
This  global  support  network  is 
especially  important  to 
manufacturers  with  plans  for 
expansion. 


Manufacturing  is  just  one  of  the  fields 
where  NCR  is  a  leader.  We  also  develop 
systems  to  speed  transactions  and 
to  facilitate  management  decisions 
in  the  retail,  financial,  commercial 
industrial,  healthcare,  educational 
and  government  sectors. 


NCR  systems  are  up  to  meeting  your 
complete  data  processing 
requirements.  Because  data 
processing  is  our  only  business. 


□ 


C  R 


Complete  Computer  Systems 


It  happens  at  the  speed  of  light:  information  sent  from  any 
:e  in  the  world  to  any  other.  It  happens  because  Bell  science  pioneered 
llite  communications  in  1962,  knowing  that  business  was  going  global, 
cing  possible  worldwide  communications  networks  for  business. 

We  have  been  in  the  knowledge  business  for  decades,  creating 
anced  communications  technology  for  information  management, 
cipating  the  time  when  most  business  problems  would  be  information 
lagement  problems.  That  time  is  now.  Knowledge  shapes  the  future, 
the  key  to  increasing  efficiency,  lowering  costs  and  improving  return 
nvestment. 

Theoretical  knowledge,  codified  and  turned  to  practical 
lications. That's  our  business. 

The  time  is  right  for  corporations  to  discuss  with  the  Bell  System 
future  as  we  practice  it  now.  With  lasers,  magnetic  bubble  memories, 
r  optics,  microelectronics.  With  their  application  to  business 
iirements  by  thousands  of  experienced  information  management 
nalists.  With  equipment  that  is  remarkable  in  its  reliability,  backed  by 
rice  that  is  superb. 

We  are  insight.  We  are  change.  We  are  the  future. 

And  we  can  put  it  to  work  for  your  business. 

The  knowledge  business 


ucts  to  small  and  medium-size  business- 
es. "I'm  excited  about  today's  volatile 
financial  atmosphere,"  he  says.  "The 
heat  is  on  institutions  like  ours  to 
adapt." — Bob  Tamarkin 

Forewarned  is  forearmed 

Hardly  anyone  can  be  more  exposed  to 
the  vicissitudes  of  the  economy  than 
George  Scharffenberger  and  his  City  In- 
vesting Co.  To  have  $1.5  billion  in  debt 
on  $1  billion  equity  is  tough  enough  but, 
worse  yet,  $700  million  of  it  is  tied  to  the 
prime  rate.  That  could  be  good  for  an 
extra  $40  million  to  $50  million  in  inter- 
est cost  this  year. 

That's  not  all.  The  conglomerate's  $5 
billion  revenues  are  largely  from  busi- 
nesses that  are  cyclical  and  interest-rate 
sensitive.  Like  residential  air  condition- 
ers and  water  heaters  (revenues,  $355 
millionl,  shipping  containers  ($171  mil- 
lion), automotive  plastics  extrusions, 
business  forms,  and  half  a  billion  in  rev- 
enues from  vending  machines  in  plants 
and  employee  cafeterias  (through  its  Ser- 
vomation  subsidiary). 

Then  there's  housing — three-quarters 
of  a  billion  in  revenues  from  home  build- 
ing, Florida  land  development,  mobile 
homes  and  even  an  S&L. 

As  if  that  weren't  enough,  The 
Home  Insurance  Co.,  supposedly  a  con- 


tracyclical  $1.8  billion  in  revenues  for 
the  company,  isn't  going  to  be  much 
help  this  year,  either.  The  casualty  in- 
surance industry  this  year  is  going 
through  one  of  its  periodic  competitive 
bloodlettings,  where  everyone  endures 
deep  underwriting  losses  hoping 
they're  going  to  be  made  up  on  invest- 
ment returns. 

It  is  clear  1980  will  not  be  the  best  year 
for  City  Investing.  Without  a  $10.1  mil- 
lion capital  gain  from  selling  off  an  oil 
and  gas  venture,  first-quarter  earnings 
would  have  been  down  24.7%.  As  it 
turned  out,  they  were  up  21%. 

Fortunately,  however,  Scharffenberger 
saw  what  was  coming  and  cleared  the 
decks.  "We're  prepared  to  ride  it  out,"  he 
told  Forbes  recently.  "Carefully.  Not  cut- 
ting the  dividend  or  anything  like  that. 
There  are  no  particular  near-term  matu- 
rities not  being  handled  out  of  cash  flow, 
and  we  have  $400  million  in  unused 
bank  credits."  Besides,  a  good  chunk  of 
City's  debt  is  old  debt  and  a  bargain  in 
the  present  context. 

More  of  just  being  hopeful?  Not  really. 
"This  is  one  of  the  most  advertised 
downward  movements  in  history,"  said 
Scharffenberger.  "Everyone  that  I've 
talked  to  has  prepared  for  it.  I  certainly 
can't  lay  any  claim  to  brilliance  in  having 
gotten  ready  for  it.  If  there's  anyone  who 
hasn't,  there's  something  wrong  with 
him.' ' — Harold  Seneker 

Foreign  gamble 

In  1966,  when  Vernon  R.  Loucks  Jr. 
joined  hospital  supply  manufacturer  Bax- 
ter Travenol  Laboratories,  Inc.  as  assis- 
tant to  the  chairman,  the  company's 
sales  were  only  $77  million.  Two  years 


Loucks  of  Baxter  Travenol  Laboratory 
A  risky  philosophy  pays  off. 


Scharffenberger  of  City  Investing 

Fully  prepared  for  "the  most  advertised  downturn  in  U.S.  history. 


later  William  B.  Graham,  then 
gave  the  nod  to  Loucks  to  mo 
sleepy  Deerfield,  111. -based  firn 
overseas  markets  in  a  big  way. 
taker  by  nature,  the  Yale  football 
and  Harvard  M.B.A.  took  the  oppoi 
and  ran  with  it.  Under  Loucks'  gui 
the  company  opted  for  wholly 
foreign  plants  rather  than  the  joir 
tures  or  licensing  agreements  tha 
stifling  its  competitors.  The  plan  r. 
handsomely.  Sales  in  1979  were  $ 
lion,  about  half  of  which  was  ger 
from  the  20  overseas  plants  and  9j  : 
seas  markets  that  make  a  line  of  rr 
specialties  that  range  from  artific 
gans  to  intravenous  solutions.  L 
reward:  He's  Baxter's  new  CEO 
Graham,  68,  remains  chairman. 

The  company  hasn't  stinted 
search  and  development.  Last  jl 
spent  $47  million  on  products  like| 
ble  kidney  dialysis  equipment, 
Loucks  predicts  will  account  for 
sales  of  $100  million. 

But  the  moves  overseas  were  wrl 
been  maintaining  Baxter's  rem^l 
20%  annual  average  earnings  gl 
"Those  markets  were  ripe  when  wl 
ly  got  into  them  in  1968,"  says  Loi[ 
tall,  earnest  man  with  movie-star 
Baxter's  next  plant  is  slated  for  Yil 
via,  a  foot  in  the  door  for  expandul 
the  Eastern  bloc  countries.  Mayb| 
na,  too.  There,  however,  Baxter 
have  to  settle  for  a  49-51  joint  vel 
and  Loucks  isn't  crazy  about  the  icl 
says:  "We  don't  want  to  get  joir| 
tured  to  death." 

Baxter's  U.S.  competitors  musl 
they'd  had  his  foresight.  Only  lohrl 
Johnson  has  put  together  a  compl 
international  network.  "It  was  I 
philosophy,"  Loucks  admits, 
we'd  been  wrong,  you'd  use  a  dij 
term  than  luck."— Lisa  Gross 
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Argentine  optimist 

nly  a  transitory  development," 
lenco  (Freddy)  Dumas  about  the 
crisis  currently  afflicting  Argen- 
:  will  have  no  permanent  effect 
conomic  development."  Dumas, 
s  Argentina's  under  secretary  for 
investments  and  has  recently 
ouring  New  York  and  the  Mid- 
American companies  willing  to 
n  Argentine  metalworking,  agri- 
>  and  supermarkets, 
banking  crisis  is  a  product  of  our 
of  the  Argentine  economy,"  he 
nfortunately,  given  freedom,  not 
e  behaves  responsibly."  In  this 
wording  to  Dumas,  certain  large 
tade  unsound  loans,  many  to  pri- 
isiness  groups  controlling  the 
Dumas  claims  they  thought  to 
siness  empires  so  big  the  govern- 
ould  have  to  support  them  de- 
;ir  unsoundness,  to  avoid  severe 
ayment.  Dumas  made  a  tight  lit- 
e.  "But  the  government  will  not 
them."  Banco  de  Intercambio 
le,  the  largest  private  bank  in 
la,  has  a  special  reason  to  believe 
iled  in  late  March.  Several  other 
janks  are  under  the  direction  of 
)ank  trustees. 

the  present  military  junta  took 
vtarch  1976,  it  found  an  economy 
nsly  out  of  control — the  govern- 
default  on  its  foreign  debt  and 
i  in  the  month  of  takeover  at  a 
annual  rate.  The  junta  set  about 
g  as  much  production  as  possible 
:e  enterprise  and  dismantling  the 
ructure  of  obviously  useless  con- 
prices,  interest  rates,  currency 


f Argentina 

have  changed,  but  how  much? 


exchange,  rents  and  almost  everything 
else.  That,  plus  a  still-expanding  money 
supply,  kept  the  inflation  rate  boiling 
along  at  about  150%  since.  More  recent- 
ly it  has  ratcheted  down  to  around  50%. 
Production  sputtered,  but  finally  showed 
an  8.5%  real  gain  last  year. 

Now,  the  economy  needs  substantial 
new  investment  and  a  lot  will  have  to 
come  from  outside.  That's  why  Dumas  is 
promising  economic  freedom,  equality 
in  taxation  with  native  Argentineans 
and  full  repatriation  of  profits  and  cap- 
ital. "Things  have  changed  in  Argenti- 
na," he  says. 

For  30  years  sensible  foreign  investors 
have  shied  away  from  the  incessant  po- 
litical turmoil  and  economic  irrationality 
of  Pero'nism,  anti-Pero'nism  and  corrup- 


tion. The  present  government  has  shown 
an  unlovely  penchant  for  solving  dissent 
by  killing  people,  but  the  government 
also  seems  determined  to  put  the  coun- 
try on  a  sound  economic  and  financial 
basis,  while  there's  still  an  economy  left. 
"We  want  a  return  to  democracy  some 
day,"  said  Dumas,  "but  we  are  commit- 
ted to  establishing  stable  political  insti- 
tutions first,  so  tbe  military  will  never 
have  to  intervene  again." 

Pleasant  words  and  high  hopes,  alas, 
are  no  substitute  for  performing.  But 
maybe  somebody  will  figure  out  how  to 
make  this  land  of  enormous  potential, 
endowed  with  fertile  soil,  abundant  min- 
erals, a  temperate  climate  and  a  literate 
and  energetic  population,  a  solid,  ex- 
panding economy  again.— Harold  Seneker 


Mondavi  of  Robert  Mondavi  Vineyards 

Happiness  is  a  Rothschild  partner  and  French  prices  for  California  wine. 


"The  baron  and  I" 

At  last  the  prestige  and  popularity  of  the 
California  wine  market  are  getting  to 
the  French.  California  is  producing  70% 
of  the  wine  consumed  in  the  U.S.;  while 
France's  share  has  fallen  to  5%.  Now  the 
foreigners  who  have  invested  in  Califor- 
nia vineyards  have  been  joined  by  none 
other  than  78-year-old  Baron  Philippe  de 
Rothschild,  owner  of  France's  world- 
famous  Chateau  Mouton  Rothschild. 
Last  month  the  baron  signed  a  joint- 
venture  agreement  with  Robert  Mon- 
davi, who  runs  one  of  California's  lead- 
ing vineyards.  Together  they  will  pro- 
duce a  California  cabernet  that  will  bear 
both  their  names.  The  wine  will  be 
priced  right  up  there  with  "first  growth" 
French  wines  at  $25  to  $30  a  bottle,  if  it 
were  to  be  sold  today,  far  above  the  $5- 
to-$10  price  of  a  premium  California 
vintage  wine. 

The  wine  will  be  produced  in  Napa 
Valley,  where  Mondavi  owns  a  1,400- 
acre  winery  about  60  miles  northeast  of 
San  Francisco.  The  Mondavi-Rothschild 
red  will  not  appear  on  U.S.  shelves  until 
about  1983-84.  Volume  will  be  only 


about  2,000  cases  that  first  year  but 
should  hit  5,000  the  second. 

Many  foreigners  had  approached  Mon- 
davi earlier,  but  he  went  with  the  baron 
because,  he  says,  "The  baron  and  I  are  so 
much  alike.  We  both  have  the  same  ideas 
about  winemaking."  Some  years  ago  the 
baron  broke  with  tradition  and  horrified 
prestigious  French  winemakers  when  he 
began  producing  a  relatively  inexpensive, 
mass-market  French  table  wine,  Mouton 
Cadet,  which  sells  for  about  $6  a  bottle 
today  in  the  U.S. 

Mondavi  shocked  his  own  family  even 
more  directly.  He  wanted  his  own  win- 
ery so  badly  that  he  left  his  family's 
Charles  Krug  vineyard  in  1966  in  order  to 
form  his  own,  with  money  coming  in 
1969  from  Rainier  Brewing.  Next  he 
fought  a  grueling  court  battle  and  forced 
his  brother  to  sell  the  family  interest  in 
Krug.  Robert  Mondavi  used  his  share  of 
the  money  to  buy  out  Rainier's  interest 
in  his  vineyard. 

A  confident  66-year-old  Robert  Mon- 
davi grins,  "The  wonderful  thing  is  we 
have  no  concern  about  what  the  out- 
come will  he."— Hllen  Paris 
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Does  Robert  McNamara  really  help  to  reduce 
the  gap  between  rich  and  poor  nations  if  he 
pushes  the  World  Bank  into  overreaching? 

Is  the  World  Bank 

biting  off  more 
than  it  can  chew? 


By  Ann  Hughey 


By  anybody's  standard — right, 
left  or  center — World  Bank  Presi- 
dent Robert  McNamara's  mission 
is  a  worthy  one:  to  alleviate  global  pover- 
ty. To  do  it,  he  has  at  his  command  5,000 
well-paid  employees,  backed  by  about 
$40  billion  in  capital  and  pledges  from 
the  bank's  134  member  nations  that  he 
plans  to  push  to  $80  billion.  He 
also  has  a  freedom  of  action 
that  would  make  most  corpo- 
rate chieftains  green  with 
envy  and  a  relative  freedom 
from  surveillance  by  Congress 
that  must  make  lesser  bureau- 
crats sigh  wistfully. 

World  Bank  lending  to  de- 
veloping nations  has  shot  up 
to  about  $12  billion  a  year,  12 
times  what  it  was  in  1968 
when  McNamara  took  over 
what  is  officially  known  as  the 
International  Bank  for  Recon- 
struction &  Development.  On 
top  of  this  already  explosive 
growth,  a  pending  capital  in- 
crease will  allow  lending  to 
double  in  the  Eighties.  That 
would  represent  about  2,000% 
in  growth  in  two  decades. 

We  live  in  times  when  num- 
bers like  $12  billion  no  longer 
seem  terribly  imposing,  espe- 
cially when  stacked  up  against 
the  problems  that  McNamara 
is  addressing.  But  the  bank's 
clout  extends  far  beyond  the  actual  mon- 
ey it  lends.  Commercial  bankers  look  to 
the  World  Bank  and  its  sister  institution, 
the  International  Monetary  Fund,  to 
keep  Third  World  borrowers  on  the  fi- 
nancial straight  and  narrow.  If  the  World 
Bank  decides  to  grant — or,  more  impor- 
tant,  deny — a   loan,   the  commercial 
banks,  whose  lending  far  outpaces  the 
World  Bank's,  are  much  more  likely  to 
say  "yes"  or  "no"  along  with  it. 
If,  as  many  people  believe,  the  gap  be- 


tween the  rich  and  the  poor  nations 
could  destroy  civilization,  then  the  role 
of  the  World  Bank  becomes  even  more 
important.  Quite  simply — and  for  all  the 
U.N.'s  posturing — the  World  Bank,  with 
its  long-term  development  lending,  and 
the  IMF,  which  concentrates  on  short- 
term  balance-of-payments  crises,  are  just 
about  the  only  international  institutions 
doing  much  that  is  practical  about  keep- 


World  Bank  President  Robert  S.  McNamara 

He  leads  the  bank  in  a  crusade  against  world  poverty,  but 
critics  question  his  management.  Is  he  his  own  worst  enemy? 

ing  the  gap  from  growing  greater.  Says 
Munir  R  Benjenk,  a  Turk  who  is  the 
bank's  vice  president  for  external  rela- 
tions: "There  is  a  dramatic  worsening  of 
the  world  economic  situation,  particular- 
ly the  prospects  for  poor  countries.  We 
need  to  alert  the  world  that  something  is 
going  very  wrong." 

Benjenk  is,  of  course,  right.  Just  when 
the  poorer  countries  were  beginning  to 
make  some  progress  against  poverty,  the 
Organization   of   Petroleum  Exporting 


Countries  pushed  their  heads  unc 
ter  by  increasing  oil  costs  tenfold, 
neither  OPEC  nor  the  industrial  n 
seem  inclined  to  mount  a  rescue 
ation,  the  task  is  left  to  the  comn 
banks  and  to  the  international  fin 
institutions,  of  which  the  World  B 
the  largest.  McNamara  has  not  s 
from  shouldering  the  task. 

Poverty,  however,  does  not  nece 
yield  to  mere  ministrations  of  ] 
and  goodwill.  Yet  sometimes  McN 
seems  to  act  as  if  he  thought  it  wou 
has  plenty  of  critics  both  inside  an 
side  the  bank;  they  claim  McNan 
rushing  too  much  money  into  pi 
the  bank  doesn't  really  know  how 
switching  from  its  traditional  t 
and-mortar  highways  and  power 
to  fuzzier  social  programs  like  birt 
trol.  "A  population  project  that  in' 
the  sexual  habits  of  people  in 
towns  in  the  interior  requires  ; 
experimental  approach  than  era 
out  a  power  project,"  is  the  wa 
bank  staffer  explains  the  problem 

Somewhat  like  a  go-go  bankei 
pushes  his  subordinates  to  create  in 
sive  numbers  rather  than  sound 
McNamara  sets  high  loan  quotas  a 
sists  that  they  be  met.  It's  not  th 
poorer  nations  don't 
plenty  of  unfilled  needs) 
question  is:  How  effectr 
the  bank's  projects  in  h« 
generate  the  income  ar| 
foreign  exchange  needl 
pay  back  their  costs? 

Critics  say  McNaman 
gerness  to  lend  money  i 
cuts  the  bank's  ability  I 
pose  a  measure  of  discipli 
the  economic  policies  oi 
rowing  countries.  "It'si 
giving  money  to  a  drunk 
don't  persuade  him  to 
less  just  by  giving  him 
money,"  says  a  bank  of) 
For  example,  the  bank  i 
agree  to  lend  to  an  oil-ini 
ing  country  in  return  fd 
country's  promise  to 
holding  down  gasoline  p 
Aware  of  the  bank's  desj 
lend,  the  country  later  w) 
on  the  understanding, 
bank  then  faces  nasty  pi 
ity  if  it  presses  the  countl 
hard,  but  is  also  reluctai 
withdraw  a  loan  from  a  country  in  q 
ed  need  of  money. 

McNamara's  autocratic  manage: 
style  is  said  to  stifle  ideas  and  initii 
and  has  hurt  staff  morale.  Massive  II 
for  statistics — McNamara's  passiorii 
time-wasters,  some  say.  An  unkind 
ic  calls  this  "the  body-count  syndi 
that  served  McNamara  so  badly  in  | 
nam  when  he  was  Secretary  of  DefeJ 
Does  this  matter-  Isn't  anything! 
helps  the  poorer  countries  worth  <a 


122 


FORBES,  MAY  26 


the  result  is  an  eventual  loss  of 
ing  power  by  one  of  the  few  agen- 
pable  of  lending  effective  aid  to 
s-developed  world.  "The  bank  is 
>  presiding  over  the  buildup  of 
which  will  ultimately  be  de- 
,"  reports  a  Congressional  Re- 
Service  study. 

:iring  Japanese  executive  director 
rshly  critical  of  McNamara's  man- 
it  in  a  1976  farewell  speech.  The 
eet  Journal  reported  bungled  proj- 
Indonesia  in  1977.  Criticism  from 
>.  Congress,  which  approves  U.S. 
utions  to  the  bank  and  its  soft- 
iliate,  the  International  Develop- 
igency,  has  sharpened  (see  box,  p. 
ecent  reports  by  the  Congression- 
arch  Service  and  the  surveys  and 
Rations  staff  of  the  House  Appro- 
is  Committee  also  question  how 
ely  the  bank  operates, 
er  Treasury  Secretary  William  Si- 
hard-line  opponent  of  what  he 
the  bank's  uncontrolled  growth 
vlcNamara,  still  acidly  tells  how 
surprised  when  McNamara  said 
"You're  trying  to  run  the  World 
s  if  it  were  a  financial  institu- 
VlcNamara  said  it  as  a  reproach, 
idy  forgetful  that  he  can  only  lend 


style  approach.  He  has  seemed  almost 
obsessed  with  redistribution  of  income. 
He  seems  to  have  turned  away  from  the 
concept  of  helping  the  poor  by  raising 
overall  national  economic  standards.  He 
seems  to  feel  that  dams  and  roads  and 
ports  and  steel  mills — which  the  bank 
still  finances  but  tends  to  ignore  in  its 
rhetoric — may  help  the  economy  but 
they  don't  necessarily  put  extra  food  into 
the  stomachs  of  the  teeming  poor.  So, 
McNamara  has  shifted  focus  to  loans  for 
things  like  small-scale  farm  help,  school- 
ing, health,,  nutrition,  birth  control.  Late- 
ly there  have  been  bank  loans  to  spur  the 
search  for  energy  in  the  poorer  countries. 
Like  a  banker  who  is  anxious  to  lend 
money,  McNamara  is  pushing  for  more 
general  purpose  loans  designed  to,  in  the 
bank's  words,  "support  programs  that  at- 
tempt to  anticipate  and  avert  economic 
crisis  through  economic  reform  and 
changes  in  investment  priorities."  But 
bank  insiders  worry  lest  the  money  will 
be  used  just  to  help  pay  oil  bills. 

Here  are  a  few  recent  examples  of 
World  Bank  loans: 

•  $37  million  for  a  105,000-hectare 
forestry  project  in  India  to  provide  fire- 
wood for  2.5  million  people  and  employ 
26,000  workers  for  five  years. 


and  inexact  art,  and  experts  both  inside 
the  bank  and  out  readily  admit  that  no 
one  really  knows  how  to  achieve  it. 
Claims  of  progress  in  distant  lands  are 
hard  to  check  on.  A  reporter  remembers 
when  a  development  agency — not  the 
World  Bank — sent  hardy  Brahmin  cattle 
into  a  remote  part  of  the  Amazon  basin 
to  provide  milk  for  children.  Trouble 
was,  the  cattle  were  fierce-looking  and 
feisty  and  no  one  dared  milk  them.  But 
Brahmin  cow  manure  has  a  reputation 
for  nurturing  one  variety  of  psychedelic 
mushroom,  and  the  area  began  to  enjoy  a 
minor  vogue  among  young  countercul- 
ture drifters.  At  least  one  local  youngster 
found  it  profitable  to  guide  visitors  to 
mushroom-producing  spots. 

Concedes  Warren  Baum,  the  bank  vice 
president  in  charge  of  quality  control: 
"It's  easier  to  fail  in  this  kind  of  project. 
Everybody  knows  how  to  build  a  power 
plant  but  nobody  knows  much  about 
rain-fed  agriculture  in  the  sub-Sahara." 
He  adds  that  occasionally  bank  profes- 
sionals find  themselves  asking  the  ques- 
tion: "Suppose  I'm  wrong  by  50%.  Is  this 
project  still  justified?"  Such  projects  fre- 
quently require  lots  of  qualified  supervi- 
sors, who  are  scarce  in  poor  countries,  so 
training  becomes  a  part  of  the  project. 


ank-supportea  health  and  birth  control  clinic  and  irrigation  project  in  India 

armer  assistance  programs,  nutrition,  health  care  and  birth  control  are  among  the  bank's  controversial  new- 
svelopment  projects.  The  trouble  is  that  they  are  hard  to  administer  and  even  harder  to  evaluate. 


so  long  as  he  can  persuade  others 
him. 

)ank  was  set  up  in  1945  to  lend 
n  nations  the  money  to  rebuild. 

turned  to  lending  to  developing 
.  Its  International  Development 

was  set  up  in  1960  to  provide 
-free  loans  to  the  poorest  nations, 
rs  the  bank's  loans  were  confined 
:cts  like  railroads,  highways  and 
ilants.  This  old-style  lending  was 
anied  by  great  economic  growth 
de  the  developing  countries  more 
ve  for  later  infusions  of  private 
both  foreign  and  domestic. 
/IcNamara,  fresh  from  his  labors 
lam,  embraced  a  so-called  new- 


•  $42  million  to  help  build  21  villages 
and  4,000  houses  in  Indonesia,  plant 
12,000  hectares  with  oil  palms  and  food 
crops,  build  and  upgrade  92  kilometers  of 
road,  provide  health  care  for  20,000  peo- 
ple, schools  for  8,000  children  and  create 
10,200  jobs. 

•  $10  million  to  help  the  People's  Re- 
public of  Benin  (formerly  Dahomey)  de- 
velop industry.  "The  project  will  provide 
an  opportunity  for  the  government  and 
the  Beninese  Development  Bank  to  fo- 
cus on  industrial-  and  financial-sector  is- 
sues and  policies  with  a  view  to  encour- 
aging small  manufacturing  and  artisan 
industries,"  the  bank  says. 

But  economic  development  is  a  messy 


Then  there's  evaluation.  "With  a  lot  of 
this  stuff,  it's  very  hard  to  say  the  project 
works  or  it  doesn't  work.  The  more  we 
move  into  the  social  realm,  the  harder  it 
gets  to  have  any  kind  of  a  yardstick," 
says  a  bank  official. 

Contrast  this  with  the  bank's  older- 
type  projects.  It's  hard  enough  to  project 
what  a  new  steel  mill  will  do  for  the 
economy  and  how  long  it  will  take  for 
the  mill  to  earn  back  its  cost.  But  fish 
ponds  in  small  villages?  Or  an  attempt  to 
supplement  protein  in  rural  diets?  The 
fact  that  the  protein  and  the  fish  ponds 
are  desirable  does  not  necessarily  make 
them  proper  projects  for  lending  by  a 
bank  whose  continued  influence  depends 
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425  HERENGRACHT: 


WHAT  MYSTERIES 
LIE  WITHIN? 


Newsweek  Knows. 


We  know,  because  we  have 
the  research. 

Great  masses  of  it.  From 
the  Pan  European  Survey  to 
Asian  Profiles  2,  with  stops 
in  the  Middle  East  and  the 
South  Pacific. 

In  international  homes 
all  over  the  world,  Newsweek 
International  has  been  taking 
the  measure  of  millions  of 
men,  learning  what  they  buy 
how  much  they  earn,  what 
they  do,  where  they  go,  how 
they  think,  react,  decide. 

It's  a  leadership  position 
we  assumed  early  on:  to 
serve  the  needs  of  interna- 
tional advertisers  with 
meaningful  research  about 
their  markets. 

And  we've  been  putting 
that  important  information 
into  our  unique  and 


exclusive  Newsweek 
International  Data  Center. 

No  other  international 
medium  has  such  a  center, 
devoted  exclusively  to  inter- 
national media/marketing 
research  projects. 

The  Pan  European  Survey, 
for  example,  is  the  first  com- 
prehensive study  of  Euro- 
pean executives  to  set  aside 
the  limitations  of  national 
boundaries.  And  well  it 
should,  for  these  men— your 
market— move  freely  about 
Europe  and  the  world.  *.% 

The  more  you  know  about 
them— personally,  profes- 
sionally—the better  able  you 
are  to  market  to  them  with 
efficiency  and  effect.  And  all 
you  have  to  do  is  call  your 
Newsweek  International 
representative. 


Week  after  week,  Newswee| 
International  goes  home 
to  some  of  the  world's  best 
addresses. 

Year  after  year,  we're  learn- 
ing more  and  more  about 
the  people  who  live  there. 
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SALES  OFFICES:  New  York  *  Chicago  •  Los  Angeles  -  San  Francisco  ■  London  -  Amsterdam  •  Frankfurt/ Main  -  Geneva  •  Pans  •  Rome  ■  Hong  Kong*  Manila  •  Sydney  *  Tokyo 


Stake  your  land  claim  in  colorful  Colorado 


A  decade  ago  the  publishers  of  Forbes  Magazine  began 
offering  for  sale  a  portion  of  their  2fc>0-square-mile  Trinchera 
Ranch  in  five-acre  minimum  sections  called  Sangre  de 
Cristo  Ranches.  Over  90°  u  of  that  land  has  been  purchased 
to  date.  Sangre's  success  exceeds  all  expectations. 

Fifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
Forbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
unsurpassed  beauty.  This  hidden  mountain  valley  was 
once  the  hunting  ground  of  Indians  and  later  conquered 
by  Conquistadores.  It  remains  today  almost  as  it  was  when 
man  first  saw  it. 

We've  named  it  Forbes  Park. 

And  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de 
Cristo  Ranches  Inc.,  is  inviting  people  who  have  a  special 
appreciation  for  the  beauty  of  nature  and  who  want  more 
out  of  life,  to  acquire  a  homesite  in  this  beautiful  mountain 
valley. 

Cash  prices  range  from  $5,000  to  S  12,000.  Easy  credit  terms 
are  available. 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it 
before  signing  anything.  No  Federal  agency  has  judged  the 
merits  or  value,  if  any,  of  this  property 


Development  of 
Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 

An  offering  statement  filed  with  the  New  Jersey  Real  Estate  Commis- 
sion neither  approves  the  offering  nor  in  any  way  passes  upon  the 
merits  and  value  of  the  property.  Obtain  the  New  Jersey  Public  Re- 
port and  Broker's  Release  from  the  registered  New  Jersey  broker  and 
read  it  before  signing  anything  NJA102117CO 


Forbes  Park  is  a  completely  private  area  surrounded  by  th 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a 
main  gate  restricting  entrance  to  owners  and  their  guests. 
Hunting  is  not  permitted  here,  but  many  sports  including 
fishing,  cross-country  skiing,  boating,  swimming,  horse- 
back riding,  tennis  and  mountain  climbing  will  be  availabli 
in  the  recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acre 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and 
other  recreational  areas  set  aside  for  the  enjoyment  of 
Forbes  Park  land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and 
full  details  on  our  liberal  money-back  and  exchange 
privileges,  without  obligation,  please  fill  in  the  coupon  or 
card  and  mail  to:  Forbes  Park,  Box  303,  Fort  Garland, 
Colorado  81133. 

KANSAS  OFFEREES  SHOULD  OBTAIN  A  KANSAS  PUBLIC  OFFERING  STAT 
MENT  FROM  THE  DEVELOPER  AND  READ  IT  BEFORE  SIGNING  ANYTHINi 
THE  SECURITIES  COMMISSIONER  OF  KANSAS  NEITHER  RECOMMENC 
THE  PURCHASE  OF  THE  PROPERTY  NOR  APPROVES  THE  MERITS  OF  TH 

OFFERING. 

OBTAIN  AN  OKLAHOMA  PUBLIC  OFFERING  STATEMENT  AND  READ  BEFOfi 
SIGNING  ANYTHING.  .     ... 


4480 


Name. 


Address. 


City. 


.State. 


.Zip. 


Telephone . 


Preferences:  □  $5,000     □  $7,500    □  Higher 

A  statement  and  offering  statement  has  been  filed  wth  the  Secretary 
of  State  of  the  State  of  New  York  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  any  office.'  thereof  or  that  the  Secretary  of  State  has  in 
any  way  passed  upon  the  merits  of  such  offering.  A  copy  of  the 
offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  Inc..  NYA77-432 


ccess  to  world  credit  markets. 

within  the  bank  and  without, 
s  growing  criticism  of  McNa- 

insistence   on   expanding  the 
ending  totals  at  the  same  time  it 
is  the  scope  of  its  lending. 
78  bank  staff  association  report 
ider  the  heading  "Threats  to  the 

of  Bank  Work":  "The  assembly- 
?roach  to  project  preparation  has 
ngly  become  the  mode  of  oper- 
:  the  bank.  A  growing  number  of 
embers  .  .  .  are  discouraged  and 
ited  by  what  seems  to  be  an  over- 


power-transmission  loan  to  India  forced 
Indian  state  electricity  boards  to  jack  up 
the  rate  of  return  on  investment  to  a 
reasonable  level.  Bank  pressures  can  be 
annoying,  even  humiliating  and  danger- 
ous to  the  politicians  in  the  poorer  coun- 
tries. A  military  coup  overthrew  the 
democratic  Busia  regime  in  Ghana  in  the 
early  Seventies  following  the  imposition 
of  economic  austerity  measures  demand- 
ed by  the  bank  and  IMF.  These  pressures 
do  help  guard  against  waste  and  ineffi- 
ciency. But  bank  insiders  complain  that 
the  bank's  willingness  to  extract  conces- 


efficient.  He's  not.  He  gets  involved  in 
every  little  detail  and  decision.  He  filters 
information  through  his  statistical  ap- 
proach to  reality,  and  gets  very  upset  by 
inconsistencies — large  and  small — in  fig- 
ures. He  has  a  need  to  make  the  whole 
universe  square  statistically  and  he  loses 
perspective." 

The  same  official  adds:  "At  the  begin- 
ning his  approach  was  very  useful.  He 
reopened  every  question  and  questioned 
everything.  Now  it  is  difficult  to  tell  him 
to  reopen  questions.  In  fact  it  almost 
never  happens.  People  who  antagonize 


ink-supported  energy  and  food  projects:  oil  rig  near  Bombay  and  sorghum  harvest  in  Upper  Volta 

f  OPEC  oil  prices  are  forcing  the  world's  developing  countries  to  searchfor  their  own  energy  sources  at  home  and 
are  of  their  own  food,  since  there  is  little  foreign  exchange  left  for  food  imports. 


:oncern  with  forms  and  proce- 
ot  with  substance." 
me  World  Bank  manager:  "We're 
soviet  factory.  The  push  is  to 
ze  lending.  The  quantity-control 
ism  means  that  in  May  and  June 
the  end  of  the  fiscal  year]  the 
:s  to  lend  are  enormous  and  a  lot 
e  spend  sleepless  nights  wonder- 
i  they  can  unload  projects.  Our 
o  influence  projects  in  a  way  that 
ense  is  completely  undermined." 
iny  good  banker,  the  World  Bank 

its  borrowers  to  conduct  their 
;  in  a  prudent  way  so  that  the 
ceeds  won't  just  be  flushed  down 
n.  The  World  Bank  commonly 

some  type  of  economic  reform 
irrowing  countries  in  return  for 
ng.  For  example,  in  the  late  Six- 
ik  pressure  tied  to  a  $70  million 


sions  from  borrowers  has  declined. 

In  defense,  bank  Vice  President  Ben- 
jenk  replies  that  the  bank  may  have  been 
too  intransigent  in  past  demands,  creat- 
ing resentment  and  foot-dragging  that 
can  torpedo  a  project.  "In  the  old  days,  if 
we  got  99%,  we'd  hold  out  for  100%. 
We're  asking  now  how  much  harm  is 
done  if  you  took  80%,"  he  says.  Another 
bank  official  rebuts  Benjenk,  however: 
"You  never  got  everything  you  wanted 
when  you  negotiated  projects.  The  ero- 
sion is  from  50%  or  55%,  to  35%  or  40% 
of  what  you  want." 

McNamara  can  be  all  charm  when  he 
wants,  but  people  who  know  him  say 
that  he's  almost  impossible  to  argue 
with — a  difficult  attribute  for  an  execu- 
tive of  McNamara's  hands-on  manage- 
ment style.  A  critic  within  the  bank 
says:  "There's  the  illusion  that  he's  very 


him  or  contradict  him  in  meetings  never 
have  a  chance  to  see  him." 

"Most  operational  staff,  when  ap- 
proached informally,  complain  vehe- 
mently about  management's  obsessive 
concern  for  details  and  statistics,"  says 
the  staff  association  report.  Answers 
Vice  President  Benjenk:  "You  can't  be 
the  world's  principal  source  of  statistics 
on  the  underdeveloped  world  and  reject 
the  bureaucratic  efforts  necessary  to  pro- 
duce them."  Benjenk  says  the  bank's  an- 
nual world  development  report  is  used  by 
governments  as  a  tool  of  policymaking. 
Another  bank  official  scoffs  at  this 
claim:  "Nonsense.  It's  used  to  put  on 
coffee  tables  in  waiting  rooms." 

Criticism  notwithstanding,  the  bank 
shows  every  sign  of  being  in  excellent 
financial  shape.  No  nation  has  ever  de- 
faulted on  a  bank  loan.  Its  bonds  are  rated 
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tnple-A.  Under  the  guidance  of  Vice 
President  and  Treasurer  Eugene  H.  Rot- 
berg,  the  bank  makes  money  (an  esti- 
mated $550  million  for  this  fiscal  year) 
on  its  investments  and  the  difference 
between  its  money  costs  and  loan  rates. 

But  students  of  business  know  how 
frequently  a  company  may  seem  in  ex- 
cellent shape  when  it  is,  in  fact,  riding 
for  a  fall.  This  can  happen  when  a  busi- 
ness grows  faster  than  its  organization 
and  resources.  The  World  Bank  may  be 
heading  into  such  a  situation. 

Says  former  Treasury  Secretary  George 
Shultz,  now  vice  chairman  of  the  Bechtel 
Group:  "It's  impossible  really  to  con- 
ceive that  the  World  Bank  could  keep  on 
growing  that  fast.  Anytime  you  have  an 
organization  that  grows  very  rapidly,  it 
doesn't  do  it  any  harm  to  have  a  period  of 
pausing  and  consolidation  and  getting 
itself  settled  in  a  little  bit,  and  then  un- 
dertake another  period  of  growth." 

Said  retiring  British  Director  W.S. 
Ryrie  in  his  farewell  statement:  "I  con- 
fess that  I  am  doubtful  whether  the  bank 
will  be  able  to  sustain  through  the  1980s 
the  same  rate  of  expansion  it  maintained 
through  the  1970s  without  running  the 
risk  of~serious  trouble." 

Also  familiar  to  students  of  business  is 
the  situation  where  an  incumbent  boss 
expands  full-blast  and  retires  full  of  glory, 
only  to  hand  his  successor  all  the  prob- 
lems that  have  been  obscured  by  the  fast 
growth.  McNamara,  63,  has  only  three 
years  left  in  his  third  term  as  bank  presi- 
dent. Few  expect  him  to  stay  on  for  an- 
other five-year  term.  Traditionally  the 
World  Bank  president  is  an  American 
chosen  by  the  U.S.  President,  so  the  win- 
ner of  the  November  election  will  pre- 
sumably appoint  McNamara's  successor. 
The  new  man  will  have  his  hands  full. 
"We  need  a  Clark  Clifford  [the  Washing- 
ton lawyer  who  followed  McNamara  at 
the  Defense  Department)  to  come  in  and 
take  some  commonsense  measures  to 
deal  with  issues  like  the  rate  of  bank 
growth  and  quality  and  the  morale  of  the 
staff,"  says  a  bank  manager. 

That  so  much  of  the  criticism  cited  in 
this  article  comes  from  within  the  bank 
suggests  that  McNamara's  colleagues  and 
subordinates  do  not  have  as  exalted  a 
perception  of  him  as  so  much  of  the 
outside  world  does.  McNamara  himself 
was  not  interviewed  for  this  article. 
Aides  said  that  his  travel  schedule  made 
an  interview  impossible.  The  crudest 
thing  that  can  be  said  about  McNamara 
is  that  he  may  be  a  brilliant  man  without 
much  common  sense.  An  associate 
comes  close  to  saying  it:  "The  word  'de- 
velopment' affords  almost  unlimited 
scope  for  the  broadening  of  activities.  It 
can  be  defined  to  involve  every  facet  of 
life,  and  that's  marvelous  for  empire- 
building.  But  we  do  need  to  set  some 
pretty  clear  limits."  And  McNamara's 
not  one  for  limits.  ■ 


The  view  from 
Capitol  Hill 


The  big  complaints  heard  around  Capitol  Hill  have  been  that  tl 
World  Bank  is  just  another  foreign  aid  rat  hole,  manned  1 
.  overpaid  international  bureaucrats  ensconced  in  a  mink-lim 
Washington  headquarters,  riding  first-class  on  airplanes  and  payin 
no  U.S.  income  taxes.  Worse,  the  bank  has  shelled  out  money 
folks  we  don't  like,  such  as  the  Vietnamese. 

None  of  this  had  any  effect  on  U.S.  contributions  to  the  bank  ar 
its  soft-loan  affiliate,  the  International  Development  Agency  (ID/1 
until  1977.  That  was  when  Maryland  Democrat  Clarence  Lou 
inherited  the  leadership  of  the  House  subcommittee  handling  til 
foreign  aid  bill. 

Long  began  holding  up  and  whittling  down  appropriations  for  tl 
bank.  He  sharpened  the  criticism,  questioning  the  bank's  effectiv 
ness.  Although  U.S.  payments  to  the  IDA  affiliate  are  now  up 
date,  for  the  bank  itself  Congress  has  approved  less  than  half  of  til 
$1.56  billion  U.S.  share  sought  (of  which  10% — $156  million — [ 
actually  paid  in  to  the  bank,  with  the  rest  in  callable  capital).  Vei 
much  tied  up  in  the  Congress  right  now  are  bills  that  would  auth' 
rize  $3.24  billion  for  IDA,  to  be  paid  over  a  three-year  perio 
Without  that  money  IDA  will  have  to  start  curtailing  operations  ] 
July  unless  other  donor  nations  provide  temporary  advances.  Con 
ing  up — after  the  fall  election — is  $600  million  for  the  World  Bank 
most  recent  capital  increase,  approved  by  the  bank's  governors  la 
January. 

Long,  aided  by  ranking  minority  member  C.W.  (Bill)  Your 
(R-Fla.),  has  tried  to  keep  a  tighter  rein  over  World  Bank  lendii 
policies,  particularly  to  countries  accused  of  human  rights  violation 

The  World  Bank  clearly  resents  these  U.S.  attempts  to  influeni 
its  lending  policies.  Says  a  bank  official:  "Long  and  Young  compla] 
that  we  don't  follow  the  dictates  of  Congress.  That's  right.  We  are  z 
international  organization  and  we  don't  accept  funds  tied  to  politic 
demands  made  by  any  member  country.  It's  been  an  ongoing  batt 
for  years." 

Maybe  so,  but  it  is  significant  that  no  loans  to  Vietnam  have  bee 
approved  recently,  that  salaries  have  been  held  down  and  first-cia 
air  travel  curtailed. 

Says  Representative  Young:  "The  World  Bank  should  recogni; 
that  it's  an  instrument  of  member  countries,  not  a  supersovereij 
organization  answerable  to  no  one.  McNamara  considers  himself  s 
internationalist,  a  citizen  of  the  world,  immune  to  U.S.  rules." 

McNamara,  remembered  less  than  fondly  on  the  Hill  for  h 
Defense  Department  days,  has  not  gotten  much  more  popular  sine 
Says  one  House  staffer:  "McNamara  manipulates  numbers,  pla? 
games  with  the  committee.  He  says  he  can't  talk  to  a  committJ 
chairman  and  then  meets  with  a  freshman  congressman  to  convinc 
him  the  World  Bank  is  wonderful.  He's  arrogant.  They  don't  tru 
him — even  the  people  who  respect  him  don't  trust  him." 

McNamara's  defenders  respond  that  he  and  the  World  Bank  a 
simply  easy  targets  for  congressmen  seeking  headlines  as  watchdoj 
on  spending.  The  bank  is  a  safe  target  and  so  is  its  boss — what  wil 
his  record  on  Vietnam  and  his  intellectual  pride.  "My  colleagues 
says  Representative  Young,  "get  a  more  favorable  reception  whe 
they  call  for  reform  of  the  World  Bank  than  on  any  other  topic." 

But  do  the  constituents  really  care  what  the  World  Bank  doe: 
"Very  few  at  home  are  concerned,"  says  Henry  Reuss  (D-Wis 
chairman  of  the  House  Banking  subcommittee.  "It's  hard  for  tl 
average  citizen  to  see  the  relation  between  the  cost  of  living  at  hon 
and  our  foreign  policy."— Beth Bmphy 
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PECIAL  ADVERTISING  SECTION 


Few  realize  oil  is  not  the  only  imported 
immodity  which  the  United  States  and  other 
dus trial ized  nations  need  for  their  basic 
:onomic  existence. 

U.S.  Congressman  James  Santini,  Chair- 
an  of  the  House  Mining  Sub  Committee, 
ported  after  a  fact-finding  tour  of  South 
ilea  earlier  this  year  that  the  United 
ates  was  much  more  dependent  on  South 
rican  minerals  in  general  than  previous 
udies  indicated.  "There  is  no  adequate 
ibstitute  for  manganese  in  steelmaking, 
id  the  United  States  is  practically  100  per 
int  import-dependent  on  manganese", 
r.  Santini  said.  South  Africa  has  78%  of 
e  free  world's  production. 
Dr.  Earl  R.  Parker  of  the  University  of 
ilifomia  at  Berkeley  completed  an 
■tensive  study  on  the  subject  in  1978. 
nong  tne  conclusions  reached,  "the 
lited  States  is  strategically  more 
tlnerable  to  a  long-term  chromium 
nbargo  than  to  an  embargo  of  any 
her  natural  source,  including 
ftroleum. "  In  1978  South  Africa 
applied  more  than  half  of  the 
S.  's  chrome  needs. 
We  are  grateful  to  Dennis  A. 
heredge.  President  of  the 
)uth  African  Chamber  of 
ines,  for  outlining  in  the  foi- 
ling essay  his  country's 
le  as  a  strategic  miner- 
supplier  to  the  world. 


Africa 

as  a  mineral  source 


The  march  of  events  in  Africa  and  the 
idening  gulf  between  East  and  West 
orldwide  are  giving  a  new  dimension  to 
e  convergence  of  interest  between  the 
nited  States  and  the  Southern  African 
'gion  with  its  abundant  resources  of  stra- 
gic  minerals.  These  resources  are  not 
ily  of  increasing  importance  to  the  West, 
jt  they  will  provide  in  the  years  ahead — 
;suming  the  overcoming  of  current  con- 
raints — the  basis  for  the  generation  of 
ealth  at  a  rate  achieved  only  by  the  most 
Jvanced  areas  of  the  world  today. 

South  Africa  ranks  high  among  major 
oducers  of  minerals  such  as  the  United 
ates,  Canada,  Australia  and  Russia.  It 
is  the  largest  reserves  in  both  the  West 
id  the  world  at  large  as  far  as  chrome, 
jorspar,  gold,  manganese,  platinum 
oup  metals  and  vanadium  are  con- 
?rned.  South  Africa  also  ranks  among 
e  top  few  in  its  supply  of  other  strategic 


By  Dennis  A.  Etheredge, 

President 
South  African  Chamber  of  Mines 

minerals  such  as  uranium,  antimony  and 
asbestos. 

The  only  major  alternative  source  for 
most  of  these  minerals  is  the  Soviet 
Union.  South  Africa  and  the  Soviet  Union 
between  them  hold  95  per  cent  of  the 
world's  vanadium  reserves,  94  per  cent  of 
its  manganese,  90  per  cent  of  its  platinum 
group  metals,  84  per  cent  of  its  chrome, 
70  per  cent  of  its  gold,  and  an  important 
proportion  of  other  strategic  minerals. 

South  Africa  lacks  only  oil,  the  target  of 
considerable  exploration  which  so  far  has 
not  yielded  appreciable  results,  but  which 
continues. 

EXPORTS 

The  value  of  South  Africa's  mineral 
sales  has  increased  more  than  sixfold  in 
the  past  decade  and  its  Minerals  Bureau 
predicts  a  continuing  high  growth  rate 


through  the  next  decade.  Largely  as  a 
result  of  higher  gold  prices  the  value  of 
South  African  gold  sales  was  up  nearly  50 
percent  while  the  sales  of  platinum  and 
base  minerals  rose  in  value  by  34  per  cent 
and  total  exports  of  these  minerals  by  40.9 
per  cent. 

At  present,  for  example,  South  Africa  is 
enjoying  the  fruits  of  a  strong  demand  for 
hedge  metals  like  gold,  platinum  and  dia- 
monds. Higher  prices  for  these  metals 
have  more  than  compensated  for  weak- 
nesses resulting  from  the  depressed 
world  iron  and  steel  industry.  South  Africa 
is  also  fortunate  in  possessing  substantial 
reserves  of  the  energy  minerals:  coal  and 
uranium. 

GROWTH 

But  South  Africa's  remarkable  eco- 
nomic strength  in  a  troubled  world  is  not 


only  based  on  the  impressive  upsurge  in 
the  price  of  gold  and  the  rapid  increase  in 
exports  of  other  minerals,  but  on  a  variety 
of  other  factors  Rising  food  production 
(rare  in  Africa),  rich  natural  resources,  an 
expanded  economic  infrastructure,  effec- 
tive Government  control  on  spending  and 
an  emphasis  on  the  role  of  free  market 
forces  helped  promote  sound  develop- 
ment. South  Africa  is  enjoying  a  growth 
rate  of  4  per  cent  in  real  terms  and  it  could 
reach  5  per  cent  plus  by  the  end  of  the 
current  year. 

GOLD 

The  higher  gold  price  expanded  the 
total  working  revenue  of  gold  mines  by  46 
per  cent,  from  about  $4.6  billion  in  1978  to 
about  $6.7  billion  last  year.  Total  profits 
rose  by  70.6  per  cent  from  about  $2.5  bil- 
lion to  about  $4.2  billion.  The  major  portion 
of  this  profit  accrued  to  the  South  African 
Government  through  tax  and  lease  pay- 
ments which  went  up  by  81.7  per  cent  on 


the  previous  year.  Dividends  increased  by 
76.2  per  cent  and  capital  expenditure  on 
producing  mines  went  up  by  53.7  per  cent 
to  about  $825  million.  This  improvement  in 
performance  was  achieved  at  an  average 
gold  price  of  $307  for  1979 

Today  the  capital  cost  of  bringing  a  gold 
mine  to  the  production  stage  can  range  up 
to  $500  million  and  more  depending  on  its 
size  and  other  factors  Anglo  American 
has  just  announced  extensions  to  West- 
ern Deep  Levels,  the  deepest  mine  in  the 
world,  that  will  cost  at  least  $850  million  in 
1980  money  terms.  Despite  the  higher 
gold  price  such  steep  capital  costs  obvi- 
ously act  as  a  deterrent  to  the  expansion 
of  existing  mines,  particularly  those  min- 
ing lower  grade  ore;  and  make  the  ex- 
pense of  reopening  and  re-equipping  a 
defunct  mine  exorbitant. 

Based  on  conservative  estimates  of 
likely  economic  factors,  industry  fore- 
casts are  that  the  present  annual  gold  out- 
put of  about  700  metric  tons  will  be  sus- 
tained through  to  about  1987  Thereafter  a 


fall-off  in  output  could  result,  declining  to 
about  half  of  present  output  by  the  turn  of 
the  century 

ENERGY  MINERALS 

South  Africa  is  particularly  fortunate  in 
being  well  endowed  with  the  energy  min- 
erals, coal  and  uranium. 

Coal  is  one  of  South  Africa's  most  vital 
national  resources.  It  is  utilised  in  more 
than  90  per  cent  of  electrical  power 
generation  In  recent  years  the  coal  min- 
ing industry  has  also  established  a  thriving 
export  trade  Last  year  coal  production 
exceeded  100  million  tons  and  revenue 
earned  from  sales  abroad  exceeded  $1 .2 
billion — coal  was  second  only  to  gold  as  a 
revenue  earner. 

Coal  exports  increased  fivefold  in  re- 
cent years,  largely  due  to  the  construction 
of  the  deep  sea  harbour  at  Richards  Bay 
on  the  east  coast.  Block  trains  capable  of 
moving  millions  of  tons  a  year  from  inland 
mines  and  sophisticated  coal  loading  and 


ElAI  H  A  1       °ne  °'  Bor'ow  Rana"s  main 

rlNANVlAL  strengths  has  always  been  its 
ahk  n||  MT'IF    people.  Dedicated  people  who 
^  |  JaBjIB,    I  ■  ^ave  mac'e  Barlow  Rand  South  Africa's 

B„  .I!—  foremost  industrial  group. 

■5T    Since  1902  Barlows  people  have  paved  the  way 
for  continued  growth  and  prosperity.  In  mining, 
manufacturing,  commerce,  property  and  agriculture 
Yes,  financial  stability  is  of  vital  importance.  But  it's 

WfUC  f  ffclAI  on'y  mac'e  possible  by  the  other  side  of  the  com  - 
I  FIE  %)WlPi  the  1  79  000  men  and  women  that  are  Barlow  Rand. 


BARLOW  RAND  LIMITED 


4680  £^  LS-FCB 


"We  are  determined  to  give 
meaning  to  the  concept  of 
equal  employment  opportunity, 
and  in  so  doing  to  make  our  own 
small  contribution  to  the 
development  of  a  just  society 
in  South  Africa" 

-   ■  .  '  -  ' 

Mr.  H.  F.  Oppenheimer,  Chairman 
Anglo  American  Corporation  of  South  Africa  Limited 
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C  In.f  .nuiunil  Gold  Corpor.tion,  Ll.l 


In  the  world  of  gold  coins, 
here's  why  the  Kmgerrand 
stands  nut  


The  Krugerrand  stands  apart  be- 
cause it  was  designed  to  meet  the  gold 
owner's  requirements. 

A  Krugerrand  contains  exactly 
one  troy  ounce  of  pure  gold.  And  it  is 
also  legal  tender,  minted  by  the 
South  African  Government. 

A  gold  owner  always  knows  what 
his  Krugerrand  is  worth  by  checking 
the  world  gold-ounce  price  in  the 
daily  newspaper.  And  because  it  is 
the  world's  most  popular  gold  coin, 
there  exists  a  broad  market  for  him 


to  buy  and  sell  them.  In  fact,  over 
30,000,000  have  been  sold. 

If  you  want  to  be  a  gold  coin 
collector,  you  should  begin  studying. 

If  you  want  to  be  a  gold  owner, 
vou  may  begin. 

Call  800-331-1753  Ext.  5221 
Toll-Free  for  outlets  in  your  area. 

The  Krugerrand 

The  world  s  best  way  to  own  pure  gold . 


stacking  facilities  at  Richards  Bay  make  it 
possible  to  shift  some  24  million  tons  last 
year.  The  coal  export  programme  is  being 
stepped  up  to  almost  double  this  figure 

South  Africa's  electricity  needs  will 
more  than  double  in  a  decade  Despite  the 
construction  of  the  Koeberg  nuclear 
power  station,  near  Cape  Town,  the  coun- 
try will  continue  to  depend  largely  on  coal 
for  the  generation  of  electricity. 

Among  recent  developments  have 
been  the  announcement  by  Amcoal  of  the 
opening  of  two  new  collieries  at  an 
estimated  cost  of  $144  million,  the  an- 
nouncement by  Trans  Natal  Coal  Corpora- 
tion's Hlobane  Colliery,  of  an  expansion 
plan  at  a  cost  of  between  $84  and  $96 
million  for  the  supply  of  coking  coal  to 
South  Africa's  Iron  and  Steel  Corporation 
(Iscor)  and  the  announcement  by  a  con- 
sortium of  General  Mining.  Trans  Natal. 
Federal  Mynbou  and  Sentrust  of  a 
feasibility  study  into  the  opening  of  two 
new  collieries  on  the  Springbok  Flats — 60 
miles  from  Pretoria  —  at  a  capital  cost 
estimated  at  $420  million  a  mine.  The  coal 
would  be  used  for  a  proposed  oil  from  coal 
project  which  together  with  the  two  mines 
would  cost  $1.44  billion. 

COAL  PROCESSING 

Coal  processing  in  South  Africa  is  de- 
veloping along  three  fronts:  conversion  to 
liquid  fuel  to  lessen  South  Africa's 
dependence  on  imported  oil;  production 
of  metallurgical  coals  and  formed  coke; 
and  upgrading  of  low  to  medium  grade  bi- 
tuminous coal  to  comply  with  export  spe- 
cifications Coal  gasification  at  Sasol  I,  II, 
and  III  projects  will  ultimately  supply  half 
the  Republic's  fuel  needs.  It  is  based  on 
low  grade  coal  of  which  ample  reserves 
exist  in  South  Africa. 

On  the  whole  South  African  coal  is  diffi- 
cult to  prepare  for  markets,  but  we  have 
achieved  great  success  in  this  respect 
and  can  comfortably  meet  export  specifi- 
cations. South  Africa  can  rightly  claim  to 
be  a  world  leader  in  both  coal  preparation 
and  conversion. 

URANIUM 

South  African  uranium  production  is  < 
essentially  a  co-product  of  gold  mining. 
Taking  advantage  of  an  increased  world 
demand  and  higher  prices  between  1974 
and  1977.  South  Africa's  uranium  pro- 
ducers almost  doubled  its  production 
from  2,902  metric  tons  in  1975  to  5,637  in 
1979.  In  recent  times,  however,  the  de- 
mand has  slackened.  There  are  few  op- 
portunities for  spot  sales  and  signs  of  a 


Business  with 

South  Africa  will  pay 

off  handsomely 

The  South  African  economy  is  internationally  recognisea  as  being  funaamentallv 
sound  —  quite  apart  from  the  aavantages  which  arise  from  the  present  goia  price. 
This  is  exactly  the  business  climate  which  the  discriminate  American  entrepreneur 
reauires 

South  Africa  has  a  wealth  of  basic  materials  steel,  many  essential  minerals,  ana  a 
wiae  range  of  agricultural  products  —  not  to  mention  the  country's  abundant  man- 
power, and  rapidly  developing  industrial  expertise  It  is  even  a  net  exporter  of 
energy! 

Consequently  there's  much  scope  for  good,  sound  business  between  the  USA  and 
South  Africa  To  find  out  more,  talk  to  the  IDC  about 

•  Investment  opportunities  in  South  Africa 

•  The  financing  facilities  available  for  the  establishment  or  expansion  of  in- 
dustries in  South  Africa 

•  Favourable  financial  facilities  for  the  export  of  capital  goods  and  services 
from  South  Africa. 

Contact: 

The  Secretary 

inaustrial  Development  Corporation  of  S  A  Ltd 
Van  Eck  House 

19  Rissik  Street,  Johannesburg.  2001 
Republic  of  South  Africa 
Telephone  833-3711 
Telex  8-7715  SA  and  8-0137  SA 


\merica  needs  to  do  more 
msiness  with  South  Africa: 


is  a  fact  of  current  events  and 
)rld  politics  that  The  Republic  of 
uth  Africa  is  of  increasing  impor- 
ace  to  the  strength  of  the  Free 
orld,  the  vitality  of  the  American 
onomy,  and  the  operations  of  U.S. 
dustry.  Some  recent  data  makes 
e  point  evident: 


JMPARATIVE  OIL  TRAFFIC 
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1979 


S  the  maps  illustrate  graphically, 
e  import  of  foreign  oil  by  Western 
wntries  has  made  South  Africa's 
'ographic  location  a  strategic  key- 
one  for  the  Free  World.  In  1978, 
is  estimated,  some  936  million 
ns  of  crude  oil  was  transported 
ound  the  Cape  of  Good  Hope  sea 
mte. 


SYNFUEL  TECHNOLOGY 


t  a  time  when  many  American  en- 
gy  experts  agree  that  the  U.S.  must 
ok  to  coal  for  its  primary  energy 
:eds,  South  Africa  becomes  a  tech- 
ilogical  resource.  Years  ahead  in 
nfuel  technology,  South  Africa  is 
)w  producing  commercial  oil-from- 
>al  in  two  mammoth  plants.  With 
le  completion  of  a  third  plant  in 


1983,  South  Africa  will  produce 
nearly  50%  of  its  oil  requirements 
from  domestic  coal.  South  Africa's 
oil-from-coal  technology  can  be 
made  available  to  American  indus- 
try. 


METALS  &  MINERALS 


In  1978,  South  Africa  supplied  more 
than  half  of  U.S.  imports  of  plati- 
num, chrome  ore,  ferromanganese, 
nearly  80%  of  ferrochrome,  more 
than  80%  of  vanadium.  South  Afri- 
ca is  a  bastion  of  metal  and  mineral 
reserves  as  indicated  by  the  per- 
centage of  Western  world  reserves: 

VANADIUM— 90% 
PLATINUM— 89% 
CHROME  ORE— 84% 
MANGANESE— 93% 
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Without  chromium,  for  example,  the 
machinery  of  American  power  and 
production  would  simply  rust. 
Chromium  is  essential  in  energy 
generation.  Any  solution  to  the  en- 
ergy problem  —  coal  gasification, 
breeder  reactors  or  solar  technology 
— would  require  the  use  and  devel- 
opment of  improved  materials  to  re- 
sist high  temperatures  and  pressures, 
abrasion  and  corrosion  to  ensure 
durability,  reliability  and  long  term 
performances,  especially  under  radi- 
ation conditions.  Stainless  steel  an- 
swers to  all  the  above  requirements 
and  there  is  no  substitute  for 
chromium  which  is  essential  in  the 
making  of  stainless  steel.  Allen  G. 
Gray,  technical  director  of  the 
American  Society  of  Metals  stated  it 
succinctly:  "A  cut-off  of  our  chro- 
mium supply  could  be  even  more 
serious  than  a  cut-off  of  our  oil  sup- 
ply. We  do  have  some  oil,  but  we 
have  almost  no  chromium."  (TIME, 
January  21,  1980). 

A  friendly  and  stable  South  African 
government  believes  you  should 
know  the  reasons  why  America 
needs  to  do  more  business  with 
South  Africa. 

To  know  more,  write  to  any  South 
African  information  office  in  the 
U.S.  or  send  this  coupon: 


Republic  of  South  Africa 

Information  Counselor, 

South  African  Embassy 

3051  Massachusetts  Avenue,  N.W. 

Washington,  D.C.  20008 

Please  send  me  more  information: 

NAME  


TITLE  

COMPANY. 
ADDRESS- 
CITY  


STATE. 
ZIP  


downturn  in  the  price  of  uranium.  Still  it  is 
generally  expected  that  there  will  be  a 
strong  upsurge  in  demand  during  the  80s 
as  more  countries  decide  to  resort  to 
nuclear  power. 

DIAMONDS  AND  PLATINUM 

Ever  since  the  discovery  of  the  first 
diamond  in  South  Africa  a  century  ago, 
this  country  has  been  the  world's  major 


producer  of  gem  diamonds.  Purchased 
largely  as  a  hedge  against  increasing 
economic  'and  political  uncertainty  gem 
diamonds  continued  to  be  in  strong  de- 
mand at  higher  prices.  The  value  of  South 
African  diamond  sales  increased  by 
nearly  17.8  per  cent  in  1979. 

The  Finsch  mine  in  the  Northern  Cape 
has  commenced  a  major  expansion 
programme  and  the  Primier  mine  in  the 
Transvaal  continues  to  be  a  large 
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producer. 

South  Africa  accounts  for  more  than  91 
per  cent  of  the  Western  World's  platinum 
and  exports  most  of  its  production.  AH 
though  producers  raised  their  price  in  De- 
cember 1979  by  10.5  per  cent  from  $380 
to  $420  per  fine  ounce,  this  is  still  well  be- 
low the  current  market  price  for  platinum 

South  Africa's  platinum  reserves,  to- 
gether with  equally  vast  and  geologically 
closely  associated  sources  of  chromium 
and  vanadium  represent  probably  the 
single  most  important  regional  concentra- 
tion of  strategic  metals  known 

INDUSTRIAL  MINERALS- 
CHROME 

South  Africa  has  overtaken  the  Soviet 
Union  as  the  world's  largest  producer  of 
chrome  ore.  No  reserve  constraints  exist 
and  production  capacity  can  be  greatly 
and  rapidly  expanded  to  meet  local  and 
world  demand. 


VANADIUM 

An  important  steel  and  alloying  metal  is 
vanadium.  South  Africa  possesses  nearly 
90  per  cent  of  non-Communist  vanadium 
reserves  and  is,  with  a  share  of  68  per 
cent,  the  largest  producer  and  exporter  of 
vanadium  in  the  world. 

Also  South  African  iron  ore  production 
has  been  expanding  rapidly  and  ex- 
ceeded 30  million  tons  last  year  About 
half  of  these  exports  were  channeled 
through  a  recently  developed  billion  dollar 
rail  and  harbor  link  between  Sishen  and 
Saldanha  Bay. 

Known  land- based  manganese  ore  re- 
serves are  essentially  concentrated  in 
South  Africa  and  the  Soviet  Union  and  to  a 
lesser  extent  elsewhere  in  Africa,  in 
Brazil.  Australia  and  India  Recent  assess- 
ments estimate  South  Africa's  man- 
ganese reserves  at  more  than  12  billion 
tons,  representing  more  than  75  per  cent 
of  the  world's  reserves. 

Although  Russia  is  still  the  largest  world 
producer,  most  of  its  manganese  is  locally 
consumed.  Only  16  per  cent  is  expected, 
mainly  to  the  Communist  countries.  Pro-t 
duction  in  South  Africa  is  exported  to  over- 
take that  of  the  Soviet  Union  in  the  early 
80s. 

NEW  DEVELOPMENTS 

In  base  minerals  the  major  new  devel- 
opments are  taking  place  in  the  North- 
western Cape  of  South  Africa  where  vast 
areas  of  mineral  reserves  have  recently 


fou  cannot  separate  "energy"  and  "crisis"  -  either  in 

day's  world  ortomorrow's.  While  South  Africa  con  • 

ues  its  search  for  oil,  Sasol  is  expanding  its  highly 

ccessful  oil-from-coal  operations. 

Starting  from  scratch  in  1 950,  Sasol  soon  proved  it 

uld  produce  oil  from  coal  economically  by  declaring 

>rofit  only  five  years  after  commissioning  Sasol 

le.  This  profitability  has  been  handsomely  increased 

er  since. 

Not  only  were  formidable  technological  problems  suc- 
ssfully  overcome:  economic  viability  was  achieved 
hin  the  strict  discipline  of  a  profit-orientated  free  market 
vironment  where  cost  efficiency  and  product  quality 
3  decisive. 

Today,  Sasol  One  is  the  only  commercially  proven  oil- 
m-coal  plant  in  the  world.  Sasol  Two,  costing  more  than 
billion,  commenced  production  early  in  1 980.  Sasol 


Three, announced  in  February  1979 and  now  undercon- 
structionatan  estimated  cost  of  $4  billion,  will  complete 
the  present  expansion  of  Sasol's  synfuel  production 
capacity. 

Together,  these  three  plants  will  convert  more  than  32 
million  tons  of  low-grade  coal  peryear  into  liquid  fuels, 
pipelinegas  and  chemicals,  bringing  the  goal  of  energy 
self-sufficiency  significantly  closerto  reality. 

These  products  will  be  produced  at  prices  commer- 
cially competitive  with  those  derived  from  crude  oil  -  a 
unique  achievement  placing  South  Africa  in  the  forefront 
of  the  urgent  search  for  alternative  energy  sources. 
Sasol  -  a  proud  pioneer 
in  the  successful  application 
of  tomorrow's  technology 
to  the  energy  needs  of  today. 

P.O.  Box  1,  Sasolburg,  9570,  Republic  of  South  Africa. 
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been  discovered.  At  Aggeneys  recover- 
able deposits  of  silver,  lead  zmc  and  coo- 
per have  been  found  and  the  Black  Moun- 
tain mine  has  been  established  to  pro- 
duce iead  with  zinc  and  silver  as  by-prod- 
ucts. A  large  zinc  deposit  has  been 
located  in  the  Gamsberg  area 

OUTLOOK 

The  outlook  for  the  minerals  industry  is 
therefore  more  encouraging.  However,  in 
every  country  there  are  political,  social 
and  economic  constraints  to  develop- 
ment in  the  industrial  sector,  and  South 
Africa  is  certainly  no  exception.  South 
Africa  remains  susceptible  to  fluctuations 
in  the  price  of  gold,  although  recent  trends 
continue  to  show  strong  support  for  the 
metal  at  relatively  high  price  levels. 

Another  possible  constraint  is  a  short- 
age in  trained  manpower.  The  country  has 


a  resource  that  is  rare  among  industrial- 
ized nations — a  great  reservoir  of  under- 
utilized people  But  a  very  great  deal  of 
education  and  training  has  still  to  be 
undertaken  before  these  people  can  be 
mobilized  to  overcome  the  shortage  of 
skills  that  affects  every  aspect  of  indus- 
trial activity,  and  which  if  unalleviated 
must  lead  to  abandonment  or  curtailment 
of  expansion  opportunities 

Still  South  Africa  is  at  present  in  the 
throes  of  changes  in  its  society;  changes 
which  will  drastically  improve  the  position 
of  its  Blacks  Private  enterprise  can  ex- 
pect lifting  of  the  last  remaining  barriers  to 
the  advancement  of  Black  workers — the 
South  African  Government  has  commit- 
ted itself  to  the  dismantling  of  all  vestiges 
of  discrimination  in  the  work  place.  A 
formidable  task  remains  in  overcoming 
the  resistance  of  White  trade  unions  to  the 
movement  of  Black  workers  into  skilled 


work  traditionally  reserved  for  Whites  An 
equally  formidable  task  awaits  the  Gov- 
ernment of  gearing  the  educational  struc- 
ture to  produce  the  men  of  all  races  to| 
meet  the  plethora  of  job  opportunities  in 
the  skilled,  scientific,  managerial  and  en- 
trepreneurial manpower  fields. 

Fortunately.  South  Africa  is  already  well 
advanced  industrially  and  possesses  the 
means  to  overcome  its  problems. 

Nor  should  we  forget  South  Africa's 
position  and  importance  in  Southern 
Africa  for  the  nations  of  this  region, 
though  independent,  are  nonetheless  in- 
terdependent, belonging  to  a  single  econ- 
omic unit.  The  nations  of  Southern  Africa 
disagree  on  many  issues,  but  I  have  no 
doubt  that  they  are  in  fundamental  agree- 
ment that  they  need  above  all  at  this  time  a 
period  of  peaceful  progress  to  develop  the 
quite  spectacular  natural  reserves  that | 
are  their  common  heritage 
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umber  of  the  500  largest  employers 
ed  handsome  profits  per  employee  last 
fudge  not  their  "reasonableness"  before 
'ng  at  the  capital  at  work. 

A  scorecard  on 
capital  and  labor 


•re  is  fodder  for  friends  as  well  as 
emies  of  big  business,  most  nota- 
y  the  oil  companies,  in  the  tables 
hey  rank  the  nation's  500  largest 
rs  and  then  rank  them  three  other 
y  sales,  profits  and  assets  per 
e.  Not  surprisingly,  the  top  five  in 
E  profit  per  employee  were  oil 
es.  Sohio  led,  with  a  profit  of 
to  show  for  each  of  the  22,100 


people  on  its  payroll;  SoCal  ($45,000), 
Getty  ($41,100),  Shell  ($30,900)  and  Phil- 
lips Petroleum  ($39,400).  The  median 
profit  per  employee  for  all  500  companies 
on  the  list  was  $3,100.  The  comparison 
makes  a  handy  stick  for  those  with  a  mind 
to  beat  up  on  the  oil  companies  for  all  the 
money  they  have  been  making  as  the  price 
of  crude  oil  soared. 

Those  so  minded  may  not  be  quick  to 


point  out,  however,  that  to  support  those 
profits  the  same  oil  companies  backed 
each  of  their  employees  with  assets  ex- 
ceeding $400,000 — an  average  of 
$401,940  per  job,  to  be  exact.  That  com- 
pares with  a  median  figure  of  $45,000  in 
assets  for  all  500  companies.  The  median 
itself  is  biased  on  the  high  side  by  the 
inclusion  of  the  comparatively  huge  as- 
sets in  the  hands  of  banks  and  insurance 
companies.  Thus,  Standard  Oil  of  Ohio's 
$53,700  profit  per  employee  was  made 
possible  by  an  investment  of  $416,700 — 
a  return  of  13%  on  its  total  capital. 

The  top  500  employers  loom  no  larger 
in  the  total  employment  picture.  No 
smaller  either.  Last  year  the  500  ac- 
counted for  nearly  one  in  four  jobs — 22.3 
million  people  in  1979,  which  was  23% 
of  the  96.9  million  at  work  (the  same  as 
in  1978  and  1977  and  1976). 

These  figures  were  as  of  the  year's  end 
in  1979.  Clearly,  it's  a  different  economy 
this  year.  At  the  end  of  the  first  quarter 
some  6.5%  fewer  people  were  at  work  for 
General  Motors,  the  second  largest  em- 
ployer, and  9.8%  fewer  were  working  at 
Ford,  number  three. 


Employees 


_Per  Employee  ($000)_ 


Employees 


.Per  Employee  ($000)_ 


Company 

(000) 

Sales(Rank)  Profits(Rank) 

Assets  ( Rank) 

Rank 

Company 

(000) 

Sales(Rank)  Profits(Rank) 

Assets  (Rank) 

nerican  Tel  &  Tel 

1,029.9 

44.1 

(406) 

5.5 

(124) 

110.5 

1  79) 

31 

McDonald's 

110.0 

17.4 

(494) 

1.7 

(372) 

21.4 

(439) 

General  Motors 

852.7 

77.8 

(172) 

3.4 

(222) 

37.6 

(302) 

32 

Chrysler 

109.3 

109.8 

(  79) 

def 

(485) 

60.9 

(165) 

Ford  Motor 

494.6 

88.0 

(132) 

2.4 

(296) 

47.5 

(237) 

33 

Firestone 

107.0 

49.4 

(367) 

0.7 

(456) 

32.3 

(351) 

Sears  Roebuck 

424.0 

55.8 

(306) 

1.9 

(352) 

62.2 

(160) 

33 

Tenneco 

107.0 

104.8 

(  88) 

5.3 

(131) 

108.7 

(  81) 

General  Electric 

405.0 

55.5 

(311) 

3.5 

(213) 

41.1 

(279) 

35 

PepsiCo 

105.0 

48.5 

(374) 

2.5 

(289) 

27.5 

(395) 

Intl  Tel  &  Tel 

368.0 

59.8 

(278) 

1.0 

(440) 

71.1 

(134) 

36 

TRW 

97.9 

46.6 

(388) 

2.0 

1342) 

26.8 

(405) 

IBM 

337.1 

67.8 

(228) 

8.9 

(  61) 

72.8 

(126) 

37 

Bethlehem  Steel 

97.7 

73.1 

(199) 

2.8 

(266) 

52.9 

1204) 

K  mart 

243.0 

52.9 

(341) 

1.5 

(394) 

23.2 

(428) 

38 

Intl  Harvester 

97.7 

85.9 

(142) 

3.8 

(194) 

53.7 

(201) 

eneral  Tel  &  Elec 

226.8 

43.9 

(408) 

2.8 

(266) 

81.2 

(111) 

39 

Trans  World 

96.2 

45.1 

(399) 

0.1 

(483) 

29.2 

(376) 

Mobil 

213.5 

209.5 

|  26) 

9.4 

(  56) 

128.8 

(  70) 

40 

Honeywell 

94.6 

44.5 

(404) 

2.5 

(289) 

35.3 

(319) 

J  C  Penney 

206.0 

54.7 

(322) 

1.2 

(418) 

24.6 

(415) 

41 

Consolidated  Foods 

94.5 

50.0 

(363) 

1.2 

(418) 

22.1 

(434) 

F  W  Woolworth 

204.1 

33.2 

(464) 

0.9 

(446) 

14.3 

(483) 

42 

Caterpillar  Tractor 

89.4 

85.2 

(145) 

5.5 

(124) 

60.4 

1167) 

ited  Technologies 

197.7 

45.8 

(391) 

1.6 

(384) 

32.5 

(347) 

43 

Beatrice  Foods 

88.0 

94.2 

(108) 

3.3 

(232) 

45.2 

(252) 

nited  States  Steel 

171.7 

75.3 

(183) 

def 

(485) 

64.2 

(154) 

44 

Minn  Mining  &  Mfg 

87.7 

62.0 

(256) 

7.5 

(  78) 

52.2 

(207) 

Exxon 

169.1 

467.8 

(  5) 

25.4 

(  HI 

292.7 

(  44) 

45 

Sperry 

87.3 

47.9 

(379) 

2.6 

(283) 

42.7 

1267) 

Goodyear 

150.3 

54.8 

(320) 

1.0 

(440) 

35.7 

(316) 

46 

Texas  Instruments 

85.8 

37.6 

(446) 

2.0 

(342) 

22.2 

(433) 

Safeway  Stores 

148.9 

92.1 

(116) 

1.0 

(440) 

20.8 

445) 

47 

Schlumberger 

85.0 

41.8 

(416) 

7.7 

(  76) 

51.5 

(214) 

yestinghouse  Elec 

145.3 

50.5 

(360) 

2.3 

(309) 

46.9 

;240) 

48 

McDonnell  Douglas 

82.7 

63.8 

(246) 

•2.4 

(296) 

40.9 

(281) 

E  I  du  Pont 

135.5 

92.8 

(111) 

6.9 

I  95) 

66.0 

146) 

49 

W  R  Grace 

82.1 

64.1 

(245) 

2.7 

(272) 

45.4 

[249) 

If  &  Western  Inds 

127.2 

41.6 

(419) 

1.8 

(363) 

40.6 

284) 

50 

General  Dynamics 

81.6 

49.8 

(364) 

2.3 

(309) 

24.6 

[415) 

Eastman  Kodak 

126.3 

63.6 

(248) 

7.9 

(  72) 

59.8 

(169) 

51 

BankAmerica 

81.0 

116.7 

(  68) 

7.4 

(  79) 

1338.1 

1  7) 

RCA 

120.0 

62.1 

(255) 

2.4 

(296) 

49.9 

;224) 

52 

R  J  Reynolds  Inds 

79.5 

89.7 

(126) 

6.9 

(  95) 

80.8 

1  13) 

Kroger 

118.4 

76.3 

(179) 

0.7 

(456) 

15.0 

480) 

53 

Litton  Industries 

77.7 

52.6 

(345) 

2.4 

(296) 

36.7 

(309) 

Union  Carbide 

115.8 

79.2 

(168) 

4.8 

(149) 

76.0 

120) 

54 

Household  Finance 

77.0 

69.0 

(223) 

2.1 

(326) 

87.4 

103) 

Xerox 

115.7 

60.7 

(266) 

4.9 

(142) 

56.6 

183) 

54 

Singer 

77.0 

33.7 

|463| 

def 

(485) 

19.3 

457) 

Rockwell  Intl 

114.5 

53.9 

(330) 

2.3 

(309) 

36.0 

(314) 

56 

Motorola 

75.0 

36.2 

(453) 

2.1 

(326) 

25.4 

(410) 

rated  Dept  Stores 

112.5 

51.6 

(351) 

1.8 

(363) 

29.3 

;375) 

57 

UAL 

74.0 

51.8 

(350) 

def 

(485) 

52.2 

207) 

Halliburton 

1 12.1 

69.3 

(220) 

3.4 

(222) 

35.0 

;324) 

58 

Bendix 

73.7 

52.3 

(347) 

2.2 

(318) 

31.4 

362) 

ARA  Services 

112.0 

17.9 

(491) 

0.5 

(471) 

7.7 

499) 

59 

Ralston  Purina 

73.6 

62.5 

(253) 

1.7 

(372) 

29.7 

!372) 

Boeing 

110.6 

73.5 

(198) 

4.6 

(157) 

44.3 

257) 

60 

Johnson  &  Johnson 

71.8 

58.7 

(288) 

4.9 

(142) 

40.0 

290) 

eficit. 
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The  Employee  Roster 


Employees   Per  Employee  ($000)  . 

Rank  Company      (000)     Sales(Rank)  Prohts(Rank)  Assets(Rank| 


61 

May  Dept  Stores 

71.2 

41.8  (416) 

1.6 

(384) 

29.6 

(374) 

62  Pan  Am  World  Airways 

69.4 

35.8  (456) 

1.1 

(428) 

38.6 

(300) 

63 

City  Investing 

69.4 

72.6  (202) 

1.9 

(352) 

98.9 

1  89) 

64 

LTV 

68.1 

1 17.4  (  67) 

2.2 

(318) 

56.8 

(182) 

65 

Raytheon 

67  2 

55.5  (311) 

2.9 

(257) 

34.2 

66 

Burlington  Inds 

67.0 

39.9  (431) 

1.1 

(428) 

29.2 

(376) 

66 

NCR 

67.0 

44.8  (402) 

3.5 

(213) 

43.6 

(263) 

68 

Lockheed 

66.5 

61.0  (263) 

0.5 

(471) 

31.8 

(356) 

69 

65.8 

582.8  (  3) 

26.7 

(  10) 

349.4 

(  34) 

70 

Marriott 

65  7 

Tin  14X71 

1  1 

(428) 

16.4 

I47SI 

71 

Deere 

65.4 

75.4  (182) 

4.7 

(153) 

63.9 

(157) 

72 

Philip  Morris 

65.0 

94.5  (106) 

7.8 

(  74) 

98.1 

|  90) 

73 

IC  Industries 

65.0 

57.5  (299) 

1.6 

(384) 

55.7 

(188) 

74 

General  Mills 

64.2 

58.3  (292) 

2.3 

(309) 

28.6 

(384) 

75 

Textron 

64  0 

u  n  I! jol 

2.7 

(272) 

32.5 

(347) 

76 

Monsjnlo 

63.9 

96.9  (  99) 

5.2 

(134) 

86.7 

(104) 

77 

Owens-Illinois 

63.8 

55.3  (314) 

2.1 

(326) 

45.6 

(248) 

78 

American  Stores 

63.7 

59.4  (280) 

0.7- 

(456) 

19.0 

(458) 

79 

Great  Atl  &  Pac  Tea 

63.0 

106.1  |  84) 

def 

(485) 

19.5 

(453) 

79 

Lucky  Stores 

63.0 

92,3  (115) 

1 .6 

(384) 

19.4 

14551 

81 

Continental  Group 

62.1 

70.4  (213) 

3.0 

(252) 

57.9 

(176) 

82 

Warner-Lambert 

61.0 

52.7  (343) 

2.0 

(342) 

47.1 

(239) 

83 

J  Ray  McDermott 

60.4 

52.1  (349) 

1.5 

(394) 

54.7 

(193) 

84 

Procter  &  Gamble 

59.0 

158.1  (  41) 

9.8 

(  54) 

96.0 

1  93) 

85 

Winn-Dixie  Stores 

58.7 

84  0  11  501 

1 .6 

(384) 

14.6 

(48 1 ) 

86 

Pillsbury 

58.1 

37.3  (449) 

1.4 

(404) 

31.1 

(365) 

87 

Eaton 

57.8 

58.1  (294) 

2.7 

(272) 

40.8 

(282) 

88 

Gulf  Oil 

57.6 

415.1  |  7) 

23.0 

(  12) 

299.7 

(  42) 

89 

Control  Data 

57.2 

56.8  (303) 

2.1 

(326) 

118.6 

(  74) 

90 

Burroughs 

56.5 

49.3  (369) 

5.4 

1 1281 

59.9 

(168) 

91 

Southern  Pacific 

56.3 

46.7  (387) 

3.2 

(239) 

89.3 

(  99) 

92 

Burlington  Northern 

56.1 

57.9  (296) 

3.1 

(247) 

75.4 

(122) 

93 

Borg- Warner 

56.1 

48.4  |376) 

2.8 

(266) 

32.4 

(3491 

94 

Dow  Chemical 

55.9 

165.6  (  35) 

14.0 

(  32) 

183.4 

(  57) 

95 

American  Can 

55.5 

2.3 

(309) 

48  3 

[232) 

96 

Dresser  Industries 

55.2 

62.6  (252) 

4.1 

(181) 

45.4 

(249) 

97 

Armco 

54.8 

91.9  (118) 

4.0 

(186) 

59.5 

(171) 

98 

American  Brands 

54.7 

69.0  (223) 

6.3 

(107) 

67.1 

(142) 

99 

Allied  Stores 

54.0 

41.5  (421) 

1.7 

(372) 

27.5 

(395) 

100 

Emerson  Electric 

53.9 

4X  5  1 }74l 

3.7 

(200) 

31.5 

36 1 ) 

101 

Carter  Hawley  Hale 

53.0 

45.4  (396) 

1.3 

(414) 

27.9 

(391) 

101 

Signal  Companies 

53.0 

81.0  (160) 

3.8 

(194) 

53.8 

;200) 

103. 

Greyhound 

52.3 

89.9  (125) 

2.4 

(296) 

34.8 

;330) 

104 

Standard  Oil  Ind 

52.3 

355.8  |  11) 

28.8 

1  7) 

327.9 

(  35) 

105 

Hewlett-Packard 

52  0 

4S  4  1  )OAI 

3  9 

{ 190) 

36  5 

105 

United  Brands 

52.0 

66.7  (234) 

0.4 

(475) 

23.4 

(426) 

107 

Atlantic  Richfield 

51:8 

313.4  (  15) 

22.5 

(  13) 

267.1 

48) 

108 

Citicorp 

51.6 

211.3  |  25) 

10.5 

I  49) 

2061.4 

(  5) 

109 

American  Standard 

50.8 

47.9  (379) 

2.6 

(283) 

28.0 

|390) 

110 

American  Home  Prod 

50.3 

67.6  (229) 

7.9 

1  771 

41.6 

C76I 

111 

Associated  Dry  Goods 

50.0 

35.7  (457) 

0.9 

(446) 

19.6 

(451) 

111 

General  Foods 

50.0 

109.5  (  82) 

4.6 

(157) 

51.3 

216) 

111 

Interco 

50.0 

40.5  (428| 

2.1 

(326) 

24.8 

413) 

111 

Walter  Kidde 

50.0 

45.7  (393) 

1.7 

(372) 

30.8 

.367) 

115 

International  Paper 

49.4 

91.8  (119) 

10.6 

(  48) 

98.0 

91) 

def  Deficit. 


Employees 

Pit  Fmrilnvi'i'  1 

$000)  

Rank 

Company 

(000) 

Sales(Rank) 

Profits!  Rank 

Assets  (Ra 

116 

Allied  Chemical 

49.0 

88.4 

(130) 

0.2 

(479) 

85.9  (1 

117 

Colgate-Palmolive 

48.8 

92.1 

(116) 

2.3 

(309 

49.8  \$ 

118 

Melville 

48.6 

41.6 

(419) 

2.1 

(326; 

15.9 1 

119 

Rapid-American 

48.0 

48.2 

(377) 

0.7 

(456[ 

33.1  (3 

120 

Weyerhaeuser 

47.8 

o~>  ^ 

Mill 

i  n  7 

/  A7 

103.7  | 

121 

Teledyne 

47.8 

75.0 

(186) 

7.2 

I  85) 

75  7  ii 

122 

Ingersoll-Rand 

47.5 

53.5 

(334) 

3.1 

|247 

44.8  (2 

123 

Kraft 

47.4 

135.7 

(  55) 

4.0 

(186 

53.2  (3 

124 

Alcoa 

46.8 

102.3 

(  93) 

10.8 

(  46 

100.7  ( 

125 

FMC 

46.2 

7  1  A 
/  1 .0 

[ZU  I  ) 

X  X 

o.o 

[Zoz. 

52.7  (3 

126 

Levi  Strauss 

44.7 

47.0 

(385) 

4.3 

(170 

28.9  (d 

127 

Southland 

44.3 

87.0 

(138) 

1.5 

(394 

30.9  |J 

128 

American  Cyanamid 

44.2 

72.1 

(204) 

3.8 

(194 

64.0  1 

129 

Digital  Equipment 

44.0 

41.0 

(425) 

4.1 

(181 

42.3  (3 

129 

Georgia-Pacific 

44.0 

i  i  a  x 

/    A^  1 

7  A 

i  70 

93.6  (j 

129 

R  H  Macy 

44.0 

46.8 

(386) 

1.7 

(372 

27.2  1; 

132 

Esmark 

44.0 

153.3 

(  43) 

2.1 

(326 

54.3  ( 

133 

J  P  Stevens 

43.9 

41.8 

(416) 

1.1 

(428 

23.7  (< 

134 

Castle  &  Cooke 

43.7 

36.5 

(452) 

0.7 

(456 

26.9  (■ 

135 

Combustion  Engnrng 

43.3 

A5  7 

DO.  f 

1  ")A  71 

1  X 

Z.O 

48.1  (: 

136 

Champion  Intl 

43.2 

86.8 

(139) 

5.7 

(120 

70.4  ( 

137 

Northwest  Industries 

43.0 

60.0 

(273) 

4.0 

(186 

51.1  (j 

138 

Uniroyal 

42.9 

60.0 

(273) 

def 

(485 

38.9( 

139 

Republic  Steel 

42.7 

93.4 

(110) 

2.8 

(266 

64.4  ( 

140 

Santa  Fe  Industries 

42.6 

oU.U 

117  X\ 

(Z  /  O ) 

£  X 

91.2 

141 

Genl  Tire  &  Rubber 

42.2 

54.4 

(328) 

1.9 

(352 

42.6  (| 

142 

B  F  Goodrich 

42.2 

70.8 

(210) 

2.0 

(342 

49.3  | 

143 

H  J  Heinz 

41.1 

60.1 

(272) 

2.7 

(272 

39.5  j 

144 

American  Airlines 

41.0 

79.3 

(166) 

2.1 

(326 

77.6(l 

145 

CPC  International 

41.0 

on  ") 
vu.z 

(  1  1  X  \ 

A  A 

50.4  ( 

145 

Pfizer 

41.0 

67.0 

(233) 

5.8 

(119 

74  4 

145 

Pullman 

41.0 

78.0 

(170) 

1.2 

(418 

31.7  | 

148 

American  Express 

40.7 

114.7 

1  71) 

8.5 

(  65 

420.3 

149 

Conoco 

40.5 

312.3 

I  16) 

20.1 

(  17 

229.9 

150 

Sun  Company 

40.1 

*)aa  n 

Z  OO  ■ I > 

1  7  ^ 

\  zo 

186.0 

151 

Dayton  Hudson 

40.0 

84.6 

(148) 

4.8 

(149 

45.8 

151 

Hospital  Corp  of  Am 

40.0 

22.5 

(488) 

1.4 

(404 

26.9 

151 

IU  International 

40.0 

65.5 

(242) 

1.7 

(372 

55.7 

154 

Chessie  System 

39.9 

46.6 

(388) 

3.0 

(252 

85.7 

155 

Standard  Oil  Calif 

39.7 

754.3 

1      7 1 

45.0 

1  1 

455.8 

156 

39.5 

16.6 

(497) 

0.0 

(484 

4.6 

157 

Borden 

39.3 

109.7 

(  81) 

3.4 

[222 

627 

158. 

Holiday  Inns 

39.3 

28.3 

(478| 

1.4 

(404 

312 

159 

Eastern  Air  Lines 

38.9 

74.1 

(194) 

1.5 

(394 

63.1 

160 

CBS 

38.7 

OA  Q 

S  2 

/  1  XA ' 

56.3 

161 

Coca-Cola 

38.6 

128.5 

(  58) 

10.9 

(  45; 

76  1 

162 

Denny's 

.38.2 

16.3 

[499) 

0.7 

(456[ 

10  8 

162 

PPG  Industries 

38.2 

80.9 

162) 

5.7 

(120! 

69  4 

164 

McGraw-Edison 

38.0 

35.0 

[459) 

1.9 

(352[ 

50  6 

164 

Nabisco 

38.0 

62  2 

1 1  ^41 

2  6 

54.1 


166 

Campbell  Soup 

3g  0 

59.2 

(284) 

3.5 

|213) 

34  9 

167 

Reynolds  Metals 

37.6 

87.9 

;i33) 

4.7 

(153! 

77.7 

168 

Aetna  Life  &  Cas 

37.5 

305.3 

17) 

14.9 

1  30] 

806.1 

169 

Emhart 

37.5 

42.0 

414) 

1.4 

(404) 

25.7 

170 

North  Amer  Philips 

37.4 

64.4 

244) 

2.2 

(318) 

34.5 

FORBES,  MA^  2 


'haste  makes 

less  waste:' 

Stephen  H  inn,  President 

Fast-Tax  (Computer  Language  Research,  Inc.) 

Dallas,  Texas 


Stephen  Winn  heads  one  of  the 
most  aptly  named  organizations  in 
America. 

Fast-Tax  is  a  computer  company 
that  processes  taxes.  Fast. 

Hundreds  of  thousands  of 
income  tax  returns  are  sent  here  from 
prominent  accounting  firms  all  over 
the  world.  And  Fast-Tax  processes 
them  at  speeds  of  up  to  a  million  pages 
a  day. 

What's  amazing  about  Fast-Tax 
isn't  that  it's  so  efficient  or  so  fast— 
but  rather  that  it's  both  at  the  same  time. 

How  do  they  do  it?  With  the  help 
of  over  1100  hard-working  employees, 
computers,  and  Xerox  9700  electronic  printing  systems. 

All  incoming  tax  information  is  fed  into  a  computer.  The  Xerox  system 
takes  this  information  and,  using  laser  beams,  does  the  staggering  job  of 
accurately  printing  all  the  returns. 

It  not  only  selects  and  prints  the  proper  forms,  but  actually  fills  them  out 
at  the  same  time.  It  makes  the  necessary  number  of  sets,  and  even  collates  them 
automatically.  All  this  in  a  fraction  of  the  time,  space,  and  effort  it  would 
take  otherwise. 

Which  enables  Fast-Tax  to  manage  information  the  way  it  should 
be  managed. 

With  a  minimum  of  waste.  And  a  maximum  of  haste. 

XEROX 


XEROX®  jmJ  97(hi  Jri  trademarks  of  XEROX  CORPORA!  ION 


The  Employee  Roster 


L  mployccE 

Per  Employee 

tf  11 Mil 

Employees 

Per  Employee  ( 

Rank  Company 

|UUU) 

Sales(Rank)  Profits(Rank 

Assets  ( Rank) 

Rank  Company 

(000) 

Sales(Rank)  Profits(Rank 

Asset 

171 

Inland  Steel 

37.3 

97.5  (  98) 

3.5  (213 

73.1  (125) 

226 

Brunswick 

28.0 

44.9 

(401) 

1.8 

(363) 

35 

172 

Seaboard  Coast  Line 

37.3 

58.3  |292] 

3.6  (206 

91.2  (  95) 

226 

Grumman 

28.0 

52.7 

(343) 

0.7 

(456 

28 

173 

Norton  Simon 

37.0 

73.1  (19?) 

3.4  (222 

64.6  ( 1 52) 

226 

Sunbeam 

28.0 

47.2 

(382) 

1.7 

|372 

29 

il 

173 

Sambo's  Restaurants 

37.0 

15.4  (500| 

def  (485 

12.4  (488| 

226 

Supermarkets  General 

28.0 

84.7 

(146) 

0.8 

(451 

It 

175 

t  I  1  Itl  '1  1  (itupl 

36.5 

1  lO.U   \  OVj 

.j .  .j    \  Z  I  o 

86  6  1  1  051 

.  00.0  1 1 

226 

Walgreen 

28  0 

1  1 
1  .  i 

iAl  ft 

14 

176 

Dana 

36.5 

75.6  (181) 

4.5  (161 

48.1  (233) 

231 

Abbott  Laboratories 

27.8 

60.5 

(270) 

6.4 

(104 

62 

177 

Gould 

36.4 

55.7  (308) 

2.9  (257 

44.3  (257) 

232 

Howard  Johnson 

27.6 

20.9 

(490) 

1.2 

(418 

17 

■ 

178 

Shell  Oil 

36.4 

396.5  (  8) 

30.9  (  4 

443.0  (  25) 

233 

Avco 

27.1 

71.3 

(208] 

4.7 

(153 

195 

[ 

179 

Kennetott  Copper 

36.2 

67.2  (232) 

3.6  (206 

76.9  (117) 

234 

Chromalloy  American 

27.0 

56.9 

(301) 

1.9 

(352 

CI 

180 

H II Itl  III! 

1 1  Li  i  1 1  d  1 1  J 

35.9 

1  1  (428 

33.2  (343) 

235 

Sterling  Drug 

27.0 

6 

DO.  O 

4  1 

lift] 

42 

181 

Boise  Cascade 

35.7 

81.7  (156) 

4.9  (142 

64.7  (151) 

236 

Squibb 

27.0 

53.8 

(333) 

4.6 

(157 

6C: 

182 

INA 

35.3 

128.9  (  57) 

6.9  (  95 

254.6  (  50) 

236 

Stop  &  Shop 

27.0 

69.6 

(217] 

0.6 

(467 

it 

h> 

183 

Delta  Air  Lines 

34.5 

70.4  (213) 

4.0  (186 

51.8  (210) 

238 

Pacific  Gas  &  Elec 

26.9 

162.5 

(  39] 

17.0 

(  24 

38.: 

184 

Avon  Products 

34.3 

69.3  (220) 

7.3  (  84 

41 .0  (280) 

239 

Merrill  Lynch 

26.9 

76.3 

(179] 

4.4 

(164 

393 

I  Hilt 

185 

l/llllll  lllill   I  tin  lit.  11  H! 

34.2 

279  4  (  19) 

16.4  (  28 

162.6  (  59) 

240 

KiKiir  Alum  &   I  hptn 
IxdlStl  -r\IUIIl  Oi   V    lit  III 

26.8 

109  2 

1  83] 

8  7 

(  62 

1 1 1 

Hi 

186 

Bristol-Myers 

34.0 

81.0  (160) 

6.8  |  98 

56.5  (185) 

241 

Southern  Company 

26.5 

118.0 

(  66) 

8.3 

(  67 

39S 

187 

Gillette 

33.9 

58.5  (290) 

3.3  |232; 

45.1  (253) 

242 

Genesco 

26.5 

37.5 

(448] 

0.2 

(479 

Id 

188 

Jewel  Companies 

33.4 

112.7  (  74) 

1.5  (394 

30.3  (369) 

242 

Eli  Lilly 

26.5 

83.2 

(152) 

12.4 

(  38 

g; 

189 

Celanese 

33.3 

94.5  (106) 

4.2  (173 

71.5  (131) 

244 

Cooper  Industries 

26.5 

52.6 

(345] 

4.2 

(173 

5( 

190 

Friii'n  iiif 

■  1  Utllilul 

33.1 

74.1  (194) 

2.7  (272 

45.3  (251) 

245 

l'll    tlltldl    ^    "1  |) 

26.4 

87.7 

1 134] 

3.8 

1 194 

31 ; 

191 

White  Consolidated 

33.1 

60.7  (266) 

1.9  (352) 

35.1  (322) 

246 

Owens-Corning  Fbrgls 

26.3 

85.4 

(144) 

4.2 

(173 

5; 

192 

Baxter  Travenol  Labs 

33.0 

36.1  (455) 

3.4  (222; 

39.1  (296) 

247 

General  Signal 

26.2 

51.3 

(354] 

3.2 

(239 

3; 

193 

Penn  Central 

32.9 

33.0  (466) 

1.7  (372; 

163.9  (  58) 

248 

Brown  Group 

26.0 

44.0 

(407] 

1.6 

(384 

1) 

B  lac 

194 

Union  Pacific 

32.9 

121.3  (  62) 

11.6  (  43; 

154.6  (  62) 

248 

Time  Inc 

26.0 

96.3 

(100) 

5.5 

(124 

81 

195 

C  h  a  se  M  a  nh  a  t  ta  n 

32.5 

187.1  (  31) 

9.3  (  57; 

1991.0  (  6) 

250 

Spli*1  rinu-Plnn  oh 

25.9 

55.4 

(313] 

8.6 

(  63 

6 

196 

Johns-Manville 

32.5 

70.3  (215) 

3.5  (213) 

71.5  (131) 

251 

Norton 

25.4 

44.6 

(403) 

3.2 

(239 

3 

197 

Natl  Semiconductor 

32.3 

22.3  (489) 

1.1  (428; 

11.9  (490) 

252 

Albertson's 

25.3 

105.7 

(  86) 

1.5 

(394 

2 

198 

Colt  Industries 

32.1 

66.7  (234) 

3.5  (213] 

40.5  (287) 

253 

Jim  Walter 

25.2 

76.7 

(177] 

3.9 

(190 

8 

199 

Ogden 

32.0 

70.0  (216) 

1.8  (363] 

37.5  (303) 

254 

Pitney  Bowes 

25.2 

40.7 

(427) 

2.5 

(289 

3 

200 

K  c  v  1  o  n 

31.9 

^3  Q  201 

4  8  ( 149] 

46.1  (244) 

255 

I  t*ir  ^sii'nItT 
I. till    Slt  LTt  I 

25.1 

52  9 

(34 1  ] 

2.5 

(289 

2; 

Btuun 

201 

Crown  Zellerbach 

31.6 

88.7  (128) 

4.2  (173) 

68.4  (138) 

256 

GK  Technologies 

25.0 

45.6 

(394) 

2.4 

(296 

2 

, 

202 

Dart  Industries 

31.2 

77.0  (174) 

5.5  (124] 

61.1  (164) 

256 

Mead 

25.0 

102.8 

1  91) 

5.6 

(123 

6 

Kted  Siat 

203 

St  Regis  Paper 

3.1.1 

80.3  (163) 

5.1  (139; 

72.7  (127) 

258 

Heublein 

24.9 

52.3 

(347) 

2.7 

(272 

3 

Park 

204 

Hilton  Hotels 

31.0 

16.6  (497) 

3.2  (239] 

20.5  (448) 

259 

Whirlpool 

24.7 

91.5 

(121) 

4.5 

|161 

4 

D 

204 

(  )  1 1  i  L  .  ■  r  Oat*. 

31.0 

2  7  (272] 

36.5  (311) 

260 

1  \  Ul  HI  1  K  G*.    »»  C3  1 1  I  1 1  IVy 

24.4 

59  4 

(2801 

8.1 

(  70 

1 1 

1W  In 

.111  In 

206 

Kimberly-Clark 

30.8 

72.0  (205) 

10.2  (  50) 

68.3  (139) 

261 

Hercules 

24.4 

96.1 

(102) 

7.1 

(  89) 

7 

few 

207 

Merck 

30.8 

77.4  (173) 

12.4  (  38) 

84.9  (108) 

262 

Dun  &  Bradstreet 

24.3 

39.2 

(434) 

3.7 

(200 

2 

Birtiik 

208 

Amer  Hospital  Supply 

30.7 

66.4  (237) 

3.6  (206] 

41.6  (276) 

263 

Consol  Freightways 

24.3 

70.8 

(210) 

2.7 

(272 

a 

Hi 

209 

Phillips  Petroleum 

30.3 

313.6  (  14) 

29.4  (  5] 

281.1  (  45) 

263 

Johnson  Controls 

24.3 

42.2 

(412) 

2.1 

|326 

2 

210 

Corning  Glass  Works 

30.2 

47.1  (384) 

4.1  (181] 

45.9  (245) 

265 

Times  .Vlirror 

24.3 

67.4 

(230) 

6.0 

( 1 14 

a 

Dillon  ( 

210 

Martin  Marietta 

30.2 

68.2  (226| 

5.9  (116) 

58.7  (174) 

266 

Jack  Eckerd 

24.0 

55.2 

(315) 

2.5 

(289 

2 

.1"! . .-' 

212 

Blue  Bell 

30.0 

34.3  (462) 

2.2  (318) 

22.6  (431) 

267 

General  Instrument 

24.0 

29.9 

(474) 

2.1 

(326 

2 

'''.I  1, 

213 

United  Telecom 

29.6 

60.5  (270) 

6.2  (109) 

1  30  8  1  M\ 

268 

Cummins  Engine 

23.8 

74.4 

(191) 

2.4 

(296; 

4 

Mucin 

214 

Loews 

29.4 

130.3  (  56) 

6.2  (109) 

?00  8  (  411 

269 

Armstrong  Cork 

23.8 

56.3 

(304) 

2.8 

(266; 

■  ' 

215 

\  lilt:.!    Il'll  ni  Of  C 
.llln   t  IUI I II  It  1  IS 

29.3 

67  1  11  3  1  1 
O  /        \£o  1  J 

">  X  (9661 

Z.o  (ZOO| 

51.6  (21  11 

270 

Zenith  Radio 

23.8 

45  2 

(398] 

0  8 

145 1 

2 

tneriun  I 

216 

Travelers 

29.3 

269.2  (  20) 

13.2  (  35) 

653.9(  15) 

271 

Timken 

23.8 

53.9 

(330) 

4.3 

(170) 

3 

H 

217 

Ashland  Oil 

29.2 

221.7  (  23) 

18.0  |  21) 

106.6  (  83) 

272 

Standard  Brands . 

23.6 

110.7 

1  76) 

3.7 

(2oo; 

w 

218 

AMF 

29.1 

49.4  (367) 

1.8  (363) 

32.3  (351) 

273 

Fluor 

23.5 

150.8 

|  46) 

4.2 

(173; 

5 

219 

Western  Bancorp 

29.1 

92.4  (1 14) 

7.0  (  92) 

1020.2  (  11) 

274 

West  Point-Pepperell 

23.4 

43.3 

(411) 

1.2 

(4i8; 

2 

220 

Transamerica 

29.0 

no  i;  I  cti 

1J7.J    \  OX.) 

8  2  (  68) 

275.3  (  47) 

275 

S  covi  11 

23.3 

40  4 

(429) 

1 .4 

(4041 

2 

220 

Zayre 

29.0 

53.4  (336) 

0.6  (467) 

18.0  (463) 

276 

Kppiiritv  Pumtic 

JCIUIIIV    a.  dLlllV 

23.3 

104.6 

|  89) 

7  0 

(  92; 

W( 

wona 

222 

Northrop 

28.8 

54.9  (318) 

3.1  (247) 

34.4  (332) 

277 

Continental  Corp 

23.2 

140.2 

(  51) 

12.4 

(  38] 

3; 

223 

SCM 

28.6 

61.3  (261) 

1.7  (372) 

34.3  (334) 

278 

Cannon  Mills 

23.2 

26.2 

(482) 

1.6 

(384; 

] 

224 

Morrison-Knudsen 

28.5 

47.9  (379) 

0.9  (446) 

22.0  (436) 

279 

Campbell  Taggart 

23.2 

43.4 

(410) 

1.4 

(404| 

225 

American  Motors 

28.4 

109.8  (  79) 

2.4  (296) 

39.6  (291) 

280 

Consolidated  Edison 

23.1 

144.3 

(  48) 

14.0 

(  32] 

3C 

d 

el  Deficit 
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Employees   Per  Employee 

Company      (000)      Sales(Rank)  Profns(Rank 


$000)  

Assets  (Rank)  Rank 


Employees   Per  Employee 

Company      (000)      Sales(Rank)  Profits|Rank 


NL  Industries 

23.0 

78.7 

(169) 

3.7 

(200) 

69.0 

(137) 

335 

Diamond  Intl 

18.5 

69.4 

(219) 

3.3 

(232) 

44.3 

,257) 

Carnation 

22.7 

124.5 

1  59) 

6.1 

(111) 

65.4 

(149) 

335 

Evans  Products 

18.5 

80.1 

(164) 

3.4 

(222) 

42.6 

(268) 

Missouri  Pacific 

22.6 

87.7 

1  '34) 

8.0 

(  71) 

106.7 

(  82) 

335 

Wickes 

18.5 

1 13.3 

(  72) 

2.1 

(326) 

47.6 

(236) 

Amfac 

22.6 

74.8 

(189) 

2.5 

(289) 

47.4 

(238) 

339 

VF 

18.5 

29.4 

(475) 

2.1 

(326) 

17.6 

(467) 

tmerican  Elec  Power 

22.6 

124.5 

(  59) 

11.5 

(  44) 

388.5 

(  31) 

340 

United  Merch  &  Mfrs 

18.4 

38.0 

(441) 

0.8 

(451) 

29.1 

(379) 

Springs  Mills 

22.5 

36.8 

(451) 

1 .6 

(384) 

24.2 

(420) 

341 

Polaroid 

18.4 

74.0 

(196) 

2.0 

(342) 

67.6 

( 140) 

Standard  Oil  Ohio 

22.1 

358.2 

I  10) 

53.7 

(  1) 

416.7 

(  27) 

342 

ENSERCH 

18.4 

121.6 

(  61) 

5.1 

(139) 

102.3 

(  87) 

U  S  Industries 

22.0 

57.9 

(296) 

2.3 

(309) 

39.6 

(291) 

343 

G  D  Searle 

18.3 

49.1 

(371) 

4.8 

(149) 

61.8 

(162) 

Cluett,  Peabody 

21.9 

31.1 

(470) 

0.8 

(451) 

17.8 

(465) 

344 

Zale 

18.2 

49.7 

(366) 

2.4 

(296) 

33.5 

(340) 

Gamble-Skogmo 

21.9 

93.7 

(109) 

1.4 

(404) 

49.2 

(229) 

345 

SmithKline 

18.1 

74.6 

(190) 

12.9 

(  36) 

66  1 

(145) 

Clark  Equipment 

21.8 

79.7 

(165) 

4.9 

( 142) 

48.8 

(230) 

346 

G  C  Murphy 

18.0 

42.1 

(413) 

0.6 

(467) 

16.0 

(477) 

Roadway  Express 

21.8 

50.2 

(362) 

2.6 

(283) 

23.6 

(425) 

347 

Anchor  Hocking 

18.0 

43.6 

(409) 

1.8 

(363) 

28.7 

(383) 

Olin 

21.7 

81.9 

(155) 

3.3 

(232) 

67,3 

(141) 

348 

Scott  &  Fetzer 

17.9 

39.0 

(435) 

1.9 

(352) 

22.1 

(434) 

United  States  Shoe 

21.7 

38.3 

(438) 

1.3 

(414) 

20.7 

(447) 

349 

Anderson,  Clayton 

17.9 

83.2 

(152) 

2.7 

(272) 

41.2 

(278) 

Wal-Mart  Stores 

21.6 

59.9 

(277) 

1.9 

(352) 

21.2 

(443) 

350 

Foremost-McKesson 

17.7 

187.2 

(  30) 

3.3 

(232) 

64.1 

(155) 

Southern  Railway 

21.6 

67.9 

(227) 

7.4 

(  79) 

133.7 

(  68) 

351 

Leaseway  Transportn 

17.6 

53.3 

(336) 

2.4 

(296) 

44.6 

(255) 

Hoover 

21.5 

35.1 

(458) 

1.8 

(363) 

22.8 

(430) 

352 

Stanley  Works 

17.5 

49.8 

(364) 

2.9 

(257) 

32.8 

(345) 

Tektronix 

21.3 

36.9 

(450) 

3.6 

(206) 

30.2 

(370) 

353 

Anheuser-Busch  Cos 

17.5 

158.6 

(  40) 

8.2 

(  68) 

1 10.1 

(  80) 

Square  D 

21.2 

39.0 

(435) 

3.4 

(222) 

26.6 

(406) 

354 

Chemical  New  York 

17.5 

188.1 

1  29) 

7.7 

(  76) 

2250.0 

(  3) 

Mfrs  Hanover 

21.2 

181.4 

(  33) 

10.0 

(  51) 

2248.8 

1  4) 

355 

Wells  Fargo 

17.5 

115.3 

(  70) 

7.1 

(  89) 

1176.7 

(  8) 

Koppers 

21.1 

86.6 

( 140) 

4. 1 

(181) 

53.9 

[198) 

356 

AMAX 

17.4 

164.7 

(  37) 

21 .0 

(  14) 

226.2 

(  53) 

Upjohn 

21.1 

71.7 

(206) 

7.1 

(  89) 

66.5 

(143) 

357 

Alco  Standard 

17.1 

1 12.1 

(  75) 

2.9 

(257) 

40.5 

(287) 

Black  &  Decker 

21.0 

57.4 

(300) 

4.5 

(161) 

43.4 

(265) 

358 

A  C  Nielsen 

17.1 

23.3 

(486) 

1.5 

(394) 

16.4 

(475) 

Walt  Disney 

21.0 

37.9 

(442) 

5.4 

(128) 

57.0 

(180) 

359 

Kellwood 

17.0 

30.7 

(472) 

0.3 

(476) 

17.7 

(466) 

Gannett 

21.0 

50.7 

(357) 

6.4 

(104) 

50.0 

(223) 

359 

Louisiana-Pacific 

17.0 

76.6 

(178) 

6.3 

(107) 

64.8 

(150) 

Crane 

21.0 

74.9 

(188) 

2.6 

(283) 

49.6 

[226) 

361 

Union  Oil  California 

17.0 

445.2 

(  6) 

29.4 

I  5) 

353.7 

(  33) 

Kellogg 

20.8 

88.8 

(127) 

7.8 

1  74) 

50.5 

1221) 

362 

Yellow  Freight  System 

16.9 

51.1 

(356) 

1.2 

(418) 

28.9 

(380) 

Scott  Paper 

20.8 

91.7 

(120) 

6.6 

(102) 

88.0 

(100) 

363 

Food  Fair 

16.9 

59.2 

(284) 

def 

(485) 

39.0 

(297) 

Edison  Bros  Stores 

20.7 

38.3 

(438) 

2.2 

(318) 

17.4 

(471) 

363 

Macmillan 

16.9 

31.3 

(469) 

def 

(485) 

28.4 

(387) 

Becton,  Dickinson 

20.6 

39.3 

(432) 

3.0 

(252) 

35.4 

(317) 

365 

Ex-Cell-O 

16.9 

56.9 

(301) 

3.2 

(239) 

36.6 

(310) 

Cessna  Aircraft 

20.5 

45.8 

(391) 

2.2 

(318) 

27.5 

[395] 

366 

Sherwin- Williams 

16.9 

70.8 

(210) 

1.1 

(428) 

41.7 

(275) 

lited  States  Gypsum 

20.3 

75.1 

(185) 

6.1 

(111) 

51.6 

[211) 

367 

A-T-O 

16.8 

41.1 

(423) 

1.0 

(440) 

28.5 

(385) 

Parker-Han  nif  in 

20.2 

41.9 

(415) 

2.5 

(289) 

27.8 

[393) 

368 

Lincoln  National 

16.6 

147.3 

i  47) 

9.6 

1  55) 

468.1 

(  19) 

Duke  Power 

20.1 

74.3 

(192) 

13.7 

(  34) 

279.9 

(  46) 

369 

Crocker  National 

16.6 

95.1 

(104) 

7.0 

(  92) 

972.2 

(  13) 

AM  International 

20.0 

37.7 

(444) 

0.5 

(471) 

27.2 

(399) 

370 

Amer  Natl  Resources 

16.5 

151.9 

(  44) 

7.2 

(  85) 

238.1 

[  51) 

'irst  Natl  Supermkts 

20.0 

55.6 

(309) 

0.2 

(479) 

11.7 

[491) 

371 

Union  Camp 

16.4 

84.7 

( 146) 

9.2 

(  58) 

87.8 

(101) 

Hart  Schaft  &  Marx 

20.0 

31.5 

(468) 

1.1 

(428) 

17.5 

[469) 

372 

Commonwlth  Edison 

16.4 

165.9 

(  34) 

18.1 

(  20) 

559.3 

(  16) 

Ramada  Inns 

20.0 

17.4 

(494) 

0.8 

(451) 

31.6 

[359) 

373 

M  Lowenstein 

16.4 

39.3 

(432) 

del 

(485) 

21.4 

(439) 

Tandy 

20.0 

60.8 

(265) 

4.2 

(173) 

30.5 

[368) 

374 

Foster  Wheeler 

16.4 

100.9 

(  94) 

2.9 

(257) 

54.6 

(194) 

Dillon  Companies 

19.9 

90.1 

(124) 

■  1.7 

(372) 

19.5 

[453) 

374 

Mohasco 

16.4 

45.6 

(394) 

0.5 

(471) 

25.8 

(408) 

Ljbbey-Owens-Ford 

19.9 

60.7 

(266) 

2.9 

(257) 

42.4 

271 ) 

376 

Marshall  rield 

16.2 

55.8 

(306) 

1 .2 

(418) 

34.9 

(327) 

sgheny  Ludlum  Inds 

19.9 

77.9 

(171) 

3.6 

(206) 

57.3 

178) 

377 

Harsco 

16.2 

58.4 

(291) 

3.2 

(239) 

35.4 

(317) 

Mercantile  Stores 

19.6 

54.5 

(326) 

2.2 

(318) 

29.9 

371) 

377 

Purolator 

16.2 

29.2 

(476) 

1.1 

(428) 

13.6 

(485) 

Chesebrough-Pond's 

19.4 

60.7 

(266) 

4.3 

(170) 

40.7 

[283) 

379 

Akzona 

16.1 

62.9 

(251) 

1.6 

(384) 

50.8 

(219) 

American  Intl  Group 

19.4 

120.0 

(  63) 

11.9 

(  41) 

295.2 

43) 

380 

Crown  Cork  &  Seal 

16.1 

87.1 

(136) 

4.4 

(164) 

51.4 

(215) 

Harris  Corp 

19.4 

50.6 

(358) 

3.3 

(232) 

42.4 

271) 

381 

Amer  Medical  Intl 

16.0 

28.1 

(480) 

1.6 

(384) 

26.9 

(404) 

Ryder  System 

19.4 

75.0 

(186) 

3.2 

(239) 

79.2 

[114) 

381 

Champion  Spark  Plug 

16.0 

50.4 

(361) 

3.6 

(206) 

38.2 

(301) 

Fuqua  Industries 

19.4 

106.0 

(  85) 

3.4 

(222) 

47.7 

[235) 

381 

Dan  River 

16.0 

36.2 

(453) 

1.4 

(404) 

21.9 

(437) 

Baker  International 

i  o  n 
ly.u 

Ol.j 

S.Q  1 

1  71  \ 

i  V  1 
JO  1 

ciny  i 

1  o.u 

1  Uj.O 

0. 1 

/ill) 

71  A 

Continental  Tel 

19.0 

59.7 

(279) 

6.0 

(114) 

155.0 

61) 

381 

National  Kinney 

16.0 

17.8 

(492) 

def 

(485) 

8.4 

(498) 

National  Svc  Inds 

18.8 

37.7 

(444) 

2.1 

(326) 

18.0 

463) 

381 

Revco  D  S 

16.0 

58.0 

(295) 

2.1 

(326) 

19.6 

(451) 

Rexnord 

18.7 

54.0 

(329) 

3.1 

(247) 

37.4 

304) 

381 

SCOA  Industries 

16.0 

55.0 

(317) 

1.9 

(352) 

19.0 

[458) 

MCA 

18.7 

72.4 

(203) 

7.4 

(  79) 

121.8 

72) 

381 

Wheelabrator-Frye 

16.0 

59.2 

(284) 

2.7 

(272) 

40.6 

[284) 

AMP 

18.6 

54.5 

(326) 

6.5 

(103) 

44.3 

[257) 

389 

Mattel 

15.9 

50.6 

(358) 

1.9 

(352) 

34.4 

[332) 

Cities  Service 

18.5 

339.3 

(  12) 

18.8 

(  19) 

258.0 

49) 

390 

Westvaco 

15.9 

77.0 

(174) 

4.9 

(142) 

65.6 

[147) 

$000)  

Assets(Rank) 
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Government 


-by  the  pooplor 


shall  not  perish... 


When  Lincoln  mourned  at 
Gettysburg,  he  pleaded  for  the  preser- 
vation of  a  fragile  thread  of  government 
struggling  to  connect  the  diverse 
interests  of  the  nation. 

Today,  our  government  is  hardly 
a  fragile  thread.  With  more  than  400 
federal  agencies  writing  25,000  new 
regulations  each  year,  it's  more  like  a 
ball  of  twine  that  totally  surrounds, 
binds  and  touches  upon  every  aspect 
of  our  lives. 

Lincoln  would  be  pleased  to  see 
that  the  men  at  Gettysburg  did  not  die  in 
vain;  that  in  fact  the  union  has  survived. 

But  we  think  that  he  would  speak 
out  to  warn  the  people  for  whom  this 
government  was  founded  and  pre- 
served that  they  are  about  to  lose  control 
of  it.  To  the  un-elected  and  unchecked 
bureaucracy  it  has  spawned. 

Let  us  dedicate  ourselves  to 
insuring  that  Lincoln's  union  survives  in 
the  manner  he  intended.  That  his  words 
are  not  deleted  by  some  federal  agency 
to  conform  to  the  latest  government 
regulation. 
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Inspector  gages  turret  clearance  of  W-305' 
turret  punch  press  on  assembly  floor.  A  prod 
uct  of  the  Wiedemann  Division,  King  a 
Prussia,  PA,  the  W-3050  features  30-toi 
punching  capacity  with  a  hit  rate  of  175  pe 
minute. 
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©  1979  THE  WARNER  &  SWASEY  COMPANY       Executive  Offices  11000  Cedar  Avenue.  Cleveland,  Ohio  44106 
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The  Employee  Roster 


Employees   Per  Employee  ($000)  

Company      (000)      Sales(Rank)  Pronts(Rank)  Assets(Rank) 


Rank 


Employees   Per  Employee 

Company      (000)      Sales(Rank)  Profits(Rank 


EG&G 

15.8 

33.1 

(465) 

1.3 

(414) 

10.2 

(495) 

BraniS  Intl 

15.7 

85.8 

(143) 

del 

(485) 

72.3 

(128) 

National  Distillers 

15.7 

1 12.9 

(  73) 

8.6 

(  63) 

106.0 

(  84) 

endy's  International 

15.6 

17.4 

(494) 

1.5 

(394) 

11.1 

(493) 

Pittston 

15.6 

105.6 

(  87) 

3.5 

(213) 

76.2 

(118) 

Areata 

15.4 

37.6 

(446) 

2.0 

(342) 

36.8 

(307) 

Sundstrand 

15.4 

54.7 

(322) 

4.4 

(164) 

45.9 

(245) 

Sybron 

15.3 

47.3 

(382) 

1.5 

(394) 

33.5 

(340) 

GAP 

15.3 

79.3 

( 166) 

1.8 

(363) 

54.6 

(194) 

ic  &  North  Western 

15.2 

49.2 

(370) 

0.1 

(482) 

46.4 

(242) 

Kings  Dept  Stores 

15.0 

38.4 

(437) 

1.0 

(440) 

14.0 

(484) 

(night-Ridder  News 

15.0 

65.3 

(243) 

5.9 

(116) 

49.5 

(227) 

Richardson-Merrell 

15.0 

72.7 

(201) 

4.2 

(173) 

56.2 

(186) 

perry  &  Hutchinson 

15.0 

54.6 

(325) 

1.9 

(352) 

54.3 

(196) 

Phelps  Dodge 

14.9 

86.0 

(141) 

7.4 

1  79) 

134.2 

(  67) 

Federal-Mogul 

14.7 

45.1 

(399) 

2.9 

(257) 

28.2 

1389) 

Getty  Oil 

14.6 

330.9 

I  13) 

41.4 

1  -3) 

413.1 

1  28) 

Air  Prods  &  Chems 

14.6 

84.2 

(149) 

6.7 

(101) 

97.2 

(  92) 

Oscar  Mayer 

14.5 

96.3 

(100) 

2.9 

(257) 

33.4 

(342) 

Whittaker 

14.5 

74.0 

(196) 

3.2 

(239) 

44.3 

(257) 

So  New  England  Tel 

14.4 

51.2 

(355) 

4.9 

(142) 

112.3 

(  77) 

Dravo 

14.4 

68.9 

(225) 

2.0 

(342) 

42.8 

(266) 

*  Donnelley  &  Sons 

14.4 

66.5 

(236) 

4.4 

(164) 

46.5 

(241) 

McGraw-Hill 

14.4 

61.1 

(262) 

5.3 

[131) 

51.6 

(211) 

Intel 

14.3 

46.4 

(390) 

5.4 

(128) 

35.0 

(326) 

ACF  Industries 

14.2 

69.2 

(222) 

3.4 

(222) 

71.6 

(130) 

>ervice  Merchandise 

14.2 

51.4 

(352) 

1.4 

(404) 

23.9 

[421) 

Marathon  Oil 

14.1 

473.8 

(  4) 

20.9 

(  15) 

306.5 

40) 

Cincinnati  Milacron 

14.1 

53.0 

(339) 

3.9 

(190) 

40.5 

[287) 

Bangor  Punta 

14.0 

56.1 

(305) 

2.1 

(326) 

36.9 

(306) 

Fisher  Foods 

14.0 

95.5 

(103) 

def 

(485) 

23.8 

[422) 

Gino's 

14.0 

23.6 

(485) 

dcf 

(485) 

1 1.7 

[491) 

Parsons 

14.0 

44.2 

(405) 

1.7 

(372) 

18.6 

[461) 

iVheeling-Pitts  Steel 

14.0 

88.7 

(128) 

3.6 

(206) 

60.5 

166) 

onnecticut  General 

13.9 

366.2 

(  9) 

19.4 

1  181 

1075.5 

9) 

Trans  Union 

13.9 

66.4 

(237) 

4.2 

(173) 

128.8 

I  70) 

StauSer  Chemical 

13.8 

110.6 

(  77) 

9.9 

(  52) 

136.0 

66) 

Perkin-Elmer 

13.7 

53.5 

(334) 

3.7 

(200) 

40.6 

284) 

McLean  Trucking 

13.6 

41.1 

(423) 

0.6 

(467) 

20.8 

445) 

National  Gypsum 

13.5 

63.2 

(250) 

5.9 

(116) 

56.9 

181) 

Host  International 

13.5 

24.1 

(484) 

1.2 

(418) 

13.1 

487) 

Midland-Ross 

13.5 

59.3 

[283) 

3.0 

[252) 

44.4 

256) 

NLT 

13.5 

58.6 

[289) 

9.9 

[  52) 

315.1 

37) 

Super  Valu  Stores 

13.5 

257.4 

(  22) 

3.4 

[222) 

32.2 

353) 

Sheller-Globe 

13.5 

48.6 

(372) 

1.0 

[440) 

23.4 

426) 

PACCAR 

13.4 

140.5 

(  50) 

9.0 

(  59) 

55.4 

192) 

Data  General 

13.4 

37.9 

[442) 

3.7 

(200) 

35.0 

324) 

Pennwalt 

13.3 

81.2 

[159) 

3.8 

194) 

59.7 

170) 

Rohm  &  Haas 

13.3 

119.6 

(  64) 

7.2 

85) 

89.6 

98) 

Hughes  Tool 

13.2 

61.0 

[263) 

6.4 

104) 

74.4 

123) 

Interlake 

13.2 

83.7 

(151) 

3.0 

252) 

55.6 

190) 

Pub  Svc  Elec  &  Gas 

13.2 

183.1 

(  32) 

17.7 

22) 

462.4 

21) 

Fairchild  Industries 

13.1 

54.8 

[320) 

3.1 

247) 

27.2 

399) 

American  Greetings 

13.1 

32.6 

[467) 

2.0 

342) 

26.2 

407) 

Alexander's 

13.0 

34.9 

460) 

0.3 

476) 

15.2 

479) 

445 

Fred  Meyer 

13.0 

81.6 

(157) 

1.7 

(372) 

31.3 

(363) 

445 

Thrifty  Corp 

13.0 

66.0 

(239) 

1.1 

(428) 

23.2 

(428) 

445 

Universal  Leaf 

13.0 

75.2 

(184) 

2.0 

(342) 

16.6 

(473) 

449 

Hobart 

13.0 

48.6 

(372) 

2.4 

(296) 

32.7 

(346) 

450 

So  Calif  Edison 

12.9 

198.8 

(  27) 

26.8 

1  9) 

540.9 

(  18) 

451 

Varian  Associates 

12.9 

38.2 

(440) 

0.7 

(456) 

31.6 

(359) 

452 

Northwest  Airlines 

12.8 

102.4 

(  92) 

5.7 

(120) 

119.4 

I  73) 

453 

Trane 

12.8 

51.4 

(352) 

2.2 

(318) 

34.9 

(327) 

454 

Outboard  Marine 

12.8 

57.9 

(296) 

1.3 

(414) 

43.7 

(262) 

455 

Joy  Manufacturing 

12.7 

61.5 

(258) 

3.9 

(190) 

53.2 

(202) 

456 

ASARCO 

12.7 

135.8 

(  54) 

20.4 

(  16) 

155.1 

(  60) 

456 

De!  E  Webb 

12.7 

40.4 

(429) 

0.7 

(456) 

36.2 

(313) 

458 

Fieldcrest  Mills 

12.7 

40.8 

|426| 

2.0 

(342) 

23.8 

(422) 

459 

Bankers  Trust  N  Y 

12.7 

214.7 

(  24) 

9.0 

(  59) 

2437.2 

(  2) 

460 

Kaiser  Steel 

12.7 

76.8 

(176) 

3.8 

(194) 

89.9 

(  97) 

461 

A  O  Smith 

12.7 

65.9 

(240) 

2.3 

(309) 

32.4 

(349) 

462 

Texas  Utilities 

12.6 

139.4 

(  53) 

16.8 

1  "25) 

462.1 

(  22) 

463 

Rollins 

12.6 

27.5 

(481) 

2.4 

(296) 

19.7 

(450| 

464 

Northwest  Bancorp 

12.6 

90.9 

(122) 

8.5 

I  65) 

985.4 

(  12) 

465 

Continental  Airlines 

12.5 

74.2 

(193) 

def 

(485) 

59.1 

(172) 

465 

Giant  Food 

12.5 

99.4 

(  95) 

1.4 

(404) 

24.6 

(415) 

465 

Gt  Northern  Nekoosa 

12.5 

92.6 

(112) 

7.2 

(  85) 

87.7 

(102) 

468 

Diamond  Shamrock 

12.4 

190.1 

I  28) 

14.4 

|  31) 

195.0 

(  55) 

469 

Amer  Broadcasting 

12.4 

163.7 

(  38) 

12.8 

(  37) 

102.8 

(  86) 

469 

Avnet 

12.4 

82.9 

(154) 

4.4 

(164) 

43.5 

(264) 

469 

Beckman  Instruments 

12.4 

34.4 

(461) 

2.4 

(296) 

33.7 

(339) 

469 

Cone  Mills 

12.4 

54.9 

1318) 

3.5 

(213) 

29,7 

(372) 

469 

Engelhard  Minerals 

12.4 

1458.0 

1  1) 

28.2 

(  81 

467.7 

1  20) 

469 

Vornado 

12.4 

59.1 

(287) 

def 

(485) 

24.5 

(4191 

475 

Amsted  Industries 

12.3 

69.6 

(2.1 7") 

5.2 

(134| 

34.3 

(334) 

476 

Memorex 

12.3 

60.0 

(273) 

2.6 

(283) 

48.6 

(231) 

477 

Hammermill  Paper 

12.2 

88.2 

(131) 

2.9 

(257) 

52.9 

(204) 

478 

Central  Tel  &  Utils 

12.2 

61.5 

(258) 

6.8 

(  98) 

136.4 

(  65) 

479 

Western  Union 

12.1 

59.4 

(280) 

0.3 

(476) 

145.1 

(  63) 

480 

Genuine  Parts 

12.1 

110.5 

(  78) 

5.1 

(139) 

39.3 

(295) 

480 

Stanley  Home  Prods 

12.1 

17.7 

(493) 

1.2 

(418) 

12.0 

(489) 

482 

Consumers  Power 

12.1 

165.6 

(  35) 

16.8 

(  25) 

461.1 

(  23) 

483 

Dover 

12.1 

55.1 

(316) 

4.7 

(153) 

34.3 

(334) 

484 

Equifax 

12.0 

28.3 

(478) 

0.9 

(446) 

9.5 

(497) 

485 

Ampex 

12.0 

31.0 

(471) 

1.5 

(394) 

25.3 

(411) 

485 

CBI  Industries 

12.0 

53.4 

(336) 

4.9 

(142) 

57.6 

(177) 

485 

Dayco 

12.0 

61.7 

(257) 

1.8 

(363) 

35.1 

(322) 

485 

Federal  Co 

12.0 

71.2 

(209) 

2.7 

(272) 

21.9 

(437) 

485 

Fischbach  &  Moore 

12.0 

65.9 

(240) 

1.1 

(428) 

27.9 

[391) 

485 

National  Tea 

12.0 

87.1 

[136) 

0.7 

(456) 

20.9 

444) 

485 

Rose's  Stores 

12.0 

41.5 

(421) 

0.7 

(456) 

10.2 

495) 

485  Strawbridge  &  Clothier 

12.0 

30.6 

(473) 

0.9 

(446) 

21.3 

[442) 

493 

General  Cinema 

12.0 

54.7 

(322) 

2.1 

(326) 

32.1 

[354) 

494 

Middle  South  Utils 

12.0 

151.9 

(  44) 

15.2 

(  29) 

541.9 

17) 

495 

Computer  Sciences 

11.8 

29.1 

(477) 

1.2 

418) 

17.2 

472) 

496 

Continental  Illinois 

11.8 

286.1 

(  18) 

16.6 

(  27) 

3033.1 

1) 

497 

Texas  Gas  Transmn 

11.7 

144.2 

49) 

6.8 

98) 

1 14.6 

76) 

498 

Hershey  Foods 

11.7 

99.3 

96) 

4.6 

157) 

51.9 

209) 

499 

Houston  Natural  Gas 

11.6 

155.0 

42) 

11.9 

41) 

143.4 

64) 

500 

Petrolane 

11.6 

98.6 

97) 

5.2 

[134) 

51.3 

216) 

$000)  

Assets  (Rank) 
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Avco: 

Performance  &  Perspective. 


At  the  Company's  annual  meeting,  management  said 
revenues  should  reach  close  to  $4  billion  by  1984,  with  net 
earnings  expected  to  keep  pace.  As  for  the  1980  fiscal  year, 

they  cautioned  that  the  present  economic  environment 
is  likely  to  result  in  a  slowdown  in  earnings  at  Avco,  despite 
the  excellent  first  quarter  results. 


Revenues 


$2  OB- 


1  8 


1  6 


I  4 


1.2 


1.0 


75     76     77     78  79 


Approaching 
$2  Billion 

Avco  s  1979  revenues  were  de- 
rived 55  percent  from  finance  and 
insurance  activities  (Avco  Financial 
Services.  Inc)  and  45  percent' 
primarily  from  the  commercial  and 
military  aircraft  and  aerospace 
markets  Backlog  at  November 
30,  1979  was  $1  5  billion,  reflect- 
ing participation  in  such  major 
programs  as  the  XM1  main  battle 
tank,  the  MX  missile,  the  L-101 1 
TriStarand  Boeing  757  jetliners, 
and  the  Canadair  Challenger 
executive  aircraft 


Net  Earnings 


75      76     77     78  '79 


Stable  Profit  Base 

Avco  has  been  structured  as 
a  diversified  company  with  a 
balance  between  service  and 
manufacturing  businesses  and 
government  and  commercial 
customers  This  balance  has  con- 
tributed to  a  compoJnd  annual 
growth  rate  of  27  percent  in  net 
earnings  since  1975 


Debt/Capitalization    Capitalization  Ratio 


BOOk  Value  (Per  Share)   Buifditlg  Val UC 


The  parent  company's  reliance  on 
debt  has  been  significantly  re- 
duced in  the  past  five  years,  de- 
clining from  49  percent  of  total 
capitalization  in  1975  to  31  per- 
cent in  1979  During  that  period, 
the  amount  of  debt  subject  to 
short-term  interest  rates  also 
dramatically  decreased 


i  50 
40 
30 
20 
10 


Book  value  per  share  has  in- 
creased at  an  average  compound 
annual  growth  rate  of  16  percent 
during  the  past  five  years  Com- 
mon dividends  are  currently 
being  paid  at  a  30C  per  share 
quarterly  rate. 


75     76      77     78  79 


Highlights  of  the  Quarter 

(Ended  February  29, 1980/ February  28,  1979) 

1980 

1979 

Revenues 

$  520.276.000 

$  451,803,000 

Earnings  Before  Extraordinary  Tax  Credits 

37,789.000 

28,451,000 

Extraordinary  Tax  Credits 

273.000 

1.473,000 

Net  Earnings 

$  38,062,000 

$  29,924,000 

Net  Earnings  Per  Share 

Primary* 

$  2.18 

$  204 

Fully  Diluted 

$  1.52 

$  1.23 

Stockholders'  Equity  Per  Common  Share 

Primary 

$  49  56 

$  48  55 

Fully  Diluted 

$  39  97 

$  35  76 

Total  Assets 

$5,449,821,000 

$4,789,103,000 

'Average  number  of  shares  outstanding  increased  to  15.9  million  shares  for  1980  compared  to 

13.1  million  shares  for  1979,  principally  due  to  conversions  of  debentures 

Avco  Corporation  (NYSE:AV)  is  a  diversified  company  that  has  major 
interests  in  consumer  finance,  insurance,  reciprocating  and  gas  turbine 
engines,  aircraft  structures,  aerospace  technology,  international 
management  services  and  land  development. 

For  further  information  contact  Joanne  T  Lawrence,  Director  of  Corporate  Communications, 
^7 AVCO  CORPORATION  World  Headquarters.  1275  King  Street.  Greenwich.  Connecticut  USA  06830 


Capital  Markets 


EC  Chairman  Williams  says  they  are  se- 
verities, but  some  hank  regulators  wonder 
ibout  money  market  mutual  funds. 

A  BANK  BY  ANY 
OTHER  NAME 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Harold  M.  Williams, 
chairman  of  the  Se- 
curities &  Exchange 
Commission,  was 
recentl"  asked  if 
money  market  mu- 
tual funds  should  be 
treated  as  bank  de- 
posits. In  other 
words,  should  they 
come  under  the 
crutiny  and  periodic  examination  of 
anking  regulators?  Williams  said,  no, 
myone  knows  that  these  are  securi- 
ies,  that  the  value  of  the  securities 
iuctuates  daily  and  that  there  are  no 
;deral  guarantees  on  them. 
Maybe  so,  but  people  don't  seem  to 
e  worried  about  these  risks,  and  who 
an  blame  them?  Unlike  savings  cer- 
ificates,  money  can  be  withdrawn  at 
ny  time  from  money  market  funds 
/ithout  any  interest-rate  penalty.  Be- 
ause  they  hold  so  much  high-yielding 
aper  purchased  before  interest  rates 
tarted  to  go  down,  the  money  market 
jnds  can  still  offer  yields  in  the  14%- 
d-16%  range  as  against  a  greatly  re- 
uced  10%  or  less  currently  available 
d  bank  and  thrift  depositors. 
The  money  market  mutual  funds, 
irthermore,  by  manipulating  the  rate 
f  interest  paid  daily,  manage  to  keep 
le  price  per  share  at  $1  (barring  cata 
trophic  developments).  This  gives 
tie  funds  the  appearance  of  a  bank 
eposit,  which  at  the  minimum  guar- 
ntees  to  pay  back  $1  for  each  $1 
eposited.  They  even  offer  check- 
writing  privileges  and  even  telephonic 
withdrawal. 

Dreyfus  Liquid  Assets  I,  which  is 
ne  of  the  largest  of  the  funds  and  has 
ssets  of  $2.9  billion,  was  paying  in- 
vest at  a  rate  of  15.48%  in  early 
lay.  Its  sister  fund,  which  has  just 
een  organized  and  is  subject  to  a 
5%   Federal  Reserve  deposit  that 

M  Weberman  is  economics  editor  of  Forbes 
agazine 


draws  no  interest,  is  paying  14.65%  to 
shareholders. 

That  15%  special  deposit  requires 
some  explanation.  The  Federal  Re- 
serve Board  imposed  this  special  de- 
posit as  a  means  of  restraining  credit 
expansion.  The  penalty  deposit  usual- 
ly does  not  apply  to  fund  shares 
owned  before  Mar.  14,  1980.  It  does 
not  even  apply  to  all  new  purchases. 
The  Fed  says  that  money  market  mu- 
tual funds  must  maintain  a  special 
deposit  with  the  Federal  Reserve 
equal  to  15%  of  the  increase  in  their 
total  assets  after  Mar.  14.  This  has  the 
effect  of  eliminating  any  investment 
earnings  for  the  fund  on  that  15% 
portion  of  the  portfolio  that  is  posted 
without  interest  at  the  Fed. 

There  are  many  exceptions  to  that 
15%  noninterest-bearing  reserve. 
Bank  trust  department  purchases  for 
trust  accounts  are  not  subject  to  the 
special  deposit  because  bank  trust  de- 
partment investments  themselves  are 
not  subject  to  the  Fed  special  deposit 
requirement. 

Some  other  types  of  accounts  are 
also  exempt  from  the  special  deposit, 
which  means  that  if  you  qualify  for 
the  exemption,  you  can  probably  pur- 
chase shares  of  a  money  market  fund 
that  is  free  of  the  Fed's  15%  take. 
These  special  accounts  include  Keogh 
and  IRA  (independent  retirement)  ac- 
counts, estate  accounts  and  others 
managed  by  a  fiduciary. 

Even  without  qualifying  for  an  ex- 
emption, you  can  buy  Fidelity  Daily 
Income  Trust,  which  is  still  selling 
nonpenalty  shares  to  anyone  on  a 
first-come,  first-served  basis.  This 
$2.6  billion  market  fund  is  for  big 
players  who  have  $10,000  or  more  to 
start.  It  can  offer  the  no-penalty  in- 
vestment because  many  of  its  share- 
holders withdrew  money  to  pay  their 
Apr.  15  taxes.  It  also  turned  up  a  large 
proportion  of  Keogh,  IRA,  bank  trust 
department  investors  who  helped  cre- 
ate a  large  cushion  between  the  base 
and  the  amount  outstanding. 

One  interesting  situation  is  that  of 


Merrill  Lynch  Ready  Asset  Fund. 
When  I  wrote  about  funds  in  my  col- 
umn of  Mar.  31,  I  pointed  out  that 
Merrill  Lynch  Ready  Assets  was  pay- 
ing only  9.22%  interest,  while  all  oth- 
ers were  in  the  13%  range.  The  reason 
was  that  Ready  Assets  followed  a 
mark-to-market  system  of  account- 
ing, which  reduced  earnings  (and  in- 
terest) when  yields  were  rising.  Fixed- 
income  portfolios  fall  in  value  when 
rates  rise.  The  value  of  portfolios 
gains  when  interest  rates  drop,  and 
the  fixed  return  continues  to  come  in 
at  the  originally  agreed  rate. 

Because  interest  rates  have  been 
plunging — from  18%  or  more  for  180- 
day  deposits  to  10.5%  currently — the 
Merrill  fund  has  been  benefiting  great- 
ly, with  interest  paid  at  a  23.04%  rate. 
Since  May  1,  I  must  add,  the  account- 
ing system  has  been  changed  to  take 
out  the  portfolio  fluctuations  on  se- 
curities due  within  60  days. 

Are  these  securities  as  Harold  Wil- 
liams claims?  Or  are  they  more  like 
banks?  You  can  bet  that  as  far  as  the 
average  user  of  the  money  market 
funds  is  concerned,  they  are  banks, 
and  millions  of  investors  have  said  so 
by  "depositing"  a  grand  total  of  $60 
billion  with  them. 

If  you  wondered  why  first-quarter 
earnings  weren't  down  even  further 
than  they  were  at  the  savings  and 
loans,  here's  the  reason:  Many  of  their 
depositors  owning  6%,  7%  and  8% 
certificates  were  willing  to  cash  them 
in  and  suffer  the  interest  penalty  in 
order  to  get  cash  for  reinvestment  in 
15%,  17%,  19%  money  instruments. 
The  thrifts'  accounting  systems  per- 
mit them  to  take  the  interest  penal- 
ties into  profit. 

One  of  the  major  concerns  of  the 
banking  regulators — and  banks  and 
thrifts — is  that  the  money  that  has 
flowed  so  rapidly  into  the  money  mar- 
ket funds  will  be  very  slow  to  return 
to  banks.  The  funds'  high  interest  rate 
is  only  one  major  reason  for  their  pop- 
ularity. Their  convenience  and  ease  of 
withdrawal  is  another.  The  interest- 
rate  advantage  could  be  wiped  out  if 
interest  rates  continue  to  fall  and  the 
yield  curve  resumes  its  normal 
shape — by  which  we  mean  that  short- 
term  interest  rates  once  again  fall  be- 
low long-term  rates,  their  normal  rela- 
tionship. If  that  happens,  since  mon- 
ey market  mutual  funds  invest  in 
short-term  paper,  they  won't  be  able 
to  pay  as  much  as  those  that  invest  in 
mortgages  and  other  long-term  paper. 
But  convenience  will  still  be  on  the 
side  of  the  money  market  funds.  They 
aren't  about  to  go  away.  ■ 
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Commodities 


MONEY  &  IN  VESTMENTS 


Heavy  exports  will  leave  the  U.S.  only  3.6 
million  bales  on  July  31 — the  lowest  num- 
ber since  the  end  of  the  1977  crop  year. 

A  CLAMOR 
FOR  COTTON 


By  Stanley  W.  Angrist 


Cotton  prices 
seem  to  have  taken 
on  the  volatility  of 
silver  in  the  past 
several  months.  At 
first,  observers  at- 
tributed the  wild 
swings  in  cotton  to 
what  was  going  on 
in  the  precious  met- 
als. But  now,  a  clos- 
er look  reveals  that  we  are  probably 
in  a  real  bull  market  in  cotton.  The 
bull  is  being  driven  by  a  number  of 
factors,  none  of  which  involve  the 
Brothers  Hunt. 

U.S.  cotton  exports  in  the  1979-80 
crop  year  (which  ends  July  31)  are 
estimated  to  be  around  8.5  million 
bales.  This  represents  the  highest 
level  of  cotton  exports  in  the  post- 
World  War  II  period.  Old  crop  cotton 
futures  (contracts  maturing  this  July 
or  sooner)  have  become  extremely 
unsettled,  reflecting  the  close  bal- 
ance between  supply  and  demand  for 
the  1979-80  year.  There  are  at  least 
three  forces  that  are  expected  to  be 
major  influences  on  cotton  prices  in 
1980:  1)  foreign  acreage  planted  to 
cotton  and  prospective  production; 
2)  U.S.  acreage  planted  to  cotton  and 
prospective  production;  and  3)  world 
economic  conditions  affecting  de- 
mand for  cotton. 

The  table  indicates  a  very  close  bal- 
ance between  supply  and  consump- 
tion. Heavy  exports,  particularly  to 
the  People's  Republic  of  China,  will 
leave  the  U.S.  with  an  estimated 
carryover  of  only  3.6  million  bales  on 
July  31 — the  lowest  number  since  the 
end  of  the  1977  crop  year. 

Clayton  Brokerage  Co.,  in  a  recent 
report  on  cotton,  estimates  that  the 
number  of  acres  planted  to  cotton 
worldwide  this  crop  year  will  be 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


about  the  same  as  last  year.  But  pro- 
duction, excluding  the  cotton  crop  for 
the  U.S.,  will  increase  by  about  1.5 
million  bales  (about  3%).  For  the 
coming  year,  acreage  to  cotton  could 
increase  another  3%  or  so,  while  pro- 
duction would  be  up  a  maximum  of 
about  a  million  bales. 

U.S.  acreage  planted  to  cotton  was 
estimated  on  Apr.  1  to  be  14.8  million 
acres,  up  almost  6%  from  last  year, 
and  almost  8%  above  the  Jan.  1  inten- 
tions of  farmers.  These  seemingly 
bearish  numbers  have  been  built  into 
current  prices. 

The  biggest  uncertainty  in  the  cot- 
ton equation  seems  to  me  to  be  the 
world  economic  outlook.  Will  the 
expected  U.S.  recession  and  the  rela- 
tively high-interest-rate  environment 
reduce  the  demand  for  cotton  signif- 
icantly? Certainly,  the  demand  for 
textiles  would  be  expected  to  fall 
somewhat  in  the  face  of  a  slowing 
world  economy.  However,  with  end- 
ing stocks  coming  in  as  low  as  31% 
of  disappearance,  the  prospects  for  a 
serious  sell-off  do  not  appear  good. 
Furthermore,  the  fabrics  that  are  cot- 
ton's main  competitors  are  synthet- 
ics, and  the  prices  of  synthetics  de- 
pend on  the  price  of  oil.  The  ratio  of 
cotton  prices  to  polyester  prices  has 
declined  since  1976. 

Trading  cotton  has  not  been  easy  in 
recent  weeks  because  of  mercurial 
price  action.  I  recommend  that  posi- 


tions be  taken  by  way  of  a  spread 
would  recommend  going  long  Decerrj 
ber/short  March  cotton,  with  Marc 
at  least  at  a  150-point  premium  t 
December.  Full  carrying  charges  o| 
this  spread  would  probably  be  arouni 
400  points,  so  do  not  look  to  carryin 
charges  to  limit  your  loss.  Risk  n| 
more  than  100  points  from  entry 
would  look  for  a  250-point  profi 
Margin  on  a  cotton  spread  is  abotj 
$500,  with  a  round-turn  commissio 
of  about  $100. 


Long  memories 

If  my  mail  is  any  indication 
Forbes  readers  not  only  pay  clos 
attention  to  the  contents  of  the  maj 
azine  but  also  they  have  exceller 
memories.  Hardly  a  month  goes  b 
without  my  receiving  a  short  noil 
stapled  to  a  copy  of  a  past  column 
The  note  is  usually  sarcastic  anj 
points  out  how  I  was  dead  wrong  o 
some  recommendation  or  analysi 
How  do  I  respond  to  such  mail? 

Well,  I  certainly  regret  having  mad 
an  incorrect  forecast.  But  long  ago 
resigned  myself  to  the  fact  that  eva 
the  most  successful  commodity  trao 
ers  are  correct  no  more  than  aboi 
45%  of  the  time,  when  considering 
year  or  more  of  trading  history.  Hov 
ever,  they  make  substantial  amount 
of  money  by  having  those  45  out  c 
100  trades  produce  profits  that  are  a 
average  at  least  1.8  times  bigger  thai 
the  average  loss. 

Furthermore,  as  a  commodity  trai 
er,  I  have  forced  myself  to  learn  t 
reverse  my  opinion  on  a  trade  in 
matter  of  a  few  minutes.  That  is,  i 
stock  parlance  I  don't  "fight  trj 
tape."  If  I  am  a  bear  and  prices  ai 
rising,  I  change  my  opinion  and  joi 
the  trend  rather  than  stick  to  my  gur 
and  wait  for  the  market  to  change  i 
mind.  So,  dear  readers,  I  appreciai 
mail,  but  I  am  well  aware  of  the  time 
I  was  wrong — long  before  you  are. 


World  cotton  supply /demand  balance 


Cotton  supplies  will  be  in  extremely  close  balance  with  disappearance 
in  the  coming  year,  even  without  any  adverse  weather  conditions. 


1976- 

1977- 

1978- 

1979- 

1980- 

77 

78 

79 

80 

8 1 1 

Beginning  stocks,  Aug.  1 

24.0* 

20.7 

23.9 

21.5 

22.6 

Production 

57.3 

63.9 

59.8 

65.1 

64.0-66.0 

Total  supplyt 

81.3 

84.6 

83.7 

86.6 

86.6-88.6 

Disappearance} 

61.0 

61.2 

62.8 

64.0t 

64.0-66.0 

Ending  stocks,  July  31 

20.3 

23.4 

20.9 

22.6t 

20.6-24.6 

As  a  percent  of 

disappearance 

33.0% 

38.0% 

33.0% 

35.0% 

31.0%^38.0% 

*A!1  numbers  in  millions  of  480-pound  bales.    tEsttmated.    IA11  numbers  include  the  U.S. 
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Competition. 

It's  what  we  face  every  day  on  our  trading  floor. 
Now  we're  getting  some  from  outside.  We  can't  wait. 


If  imitation  is  the  sincerest 
form  of  flattery,  we  are  sin- 
cerely flattered. 

Financial  futures  were  first 
traded  on  the  International 
Monetary  Market  on  May  16, 
1972.  Before  that,  there  sim- 
ply wasn't  any  such  thing. 
Today  financial  futures  con- 
tracts are  traded  on  a  number 
of  exchanges  in  proliferat- 
ing numbers. 

We  don't  regret  the 
competition  for  a 
moment.  It  is, 


after  all,  the  lifeblood  of  our 
industry  and  we  know — from 
our  trading  floor  experience — 
that  competition  makes  for 
greater  efficiency.  The  com- 
petition among  our  own 
members  to  secure  the  best 
possible  prices  for  their  cus- 
tomers is  what  has  made  the 
IMM  so  successful  for  eight 
years.  We  consider  ourselves 
the  most  efficient  financial 
futures  market  in  the  world 
and  we  have  no  intention  of  al- 
lowing that  to  change. 

We  have  more  active  financial 
futures  contracts  than  any 
other  exchange.  We  are  years 
,    ahead  of  our  competition. 


Our  members  have  more  ex- 
pertise and  are  better  equip- 
ped to  service  their  clients.  We 
have  the  institutional  financial 
strength  and  integrity  that  is 
second  to  none  and  we  are 
the  only  exchange  to  have  a 
multi-million  dollar  trust  fund 
to  protect  the  public. 

Competition  is  nothing  new 
to  the  IMM — in  fact,  it's  an 
old  friend. 

For  more  information,  call 
toll-free  800-228-2027, 
in  Nebraska 
402-571-4900.  z 
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INTERNATIONAL  MONETARY  MARKET' 

Division  of  Chicago  Mercantile  Exchange8 


Offices  in  New  York  and  London. 


Stock  Comment 
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^  Canada 
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Publication  Div. 

I  American  Entrepreneurs  Assn. 
'  2311  Pontius  Ave.  Suite  B  773 
Los  Angeles,  CA  90064 

'  Please  send  free  information 
on  your  analysis  and  rating  of 
'all  franchises 

I  Name  
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I  State  Zip  


DIVIDEND 
INCREASE 


The  Board  of  Directors  of 
ENSERCH  Corporation  on  April 
15, 1980,  declared  an  INCREASE 
in  the  quarterly  dividend  from  39 
cents  to  43  cents  per  share  of 
common  stock  payable  on  June  2, 
1980,  to  shareholders  of  record  on 
May  16, 1980.  This  represents  the 
eleventh  increase  in  the  cash 
dividend  since  early  1970,  and  it  is 
the  144th  consecutive  quarterly 
cash  dividend  paid. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Fi- 
nance, Dept.  C,  301  South 
Harwood,  Dallas,  Texas 
75201. 


CORPORATION 


Hundreds  of  stocks  are  selling  virtually  a 
bankruptcy  level  prices.  From  here  on,  th 
downside  risk  is. limited  indeed. 


HAS  THE 
TURN  COME? 


it 


By  Heinz  H.  Biel 


It  is  now  a  certain- 
ty that  we  have 
passed  the  peak 


in 

short-term  as  well 

as  lonS~term  inter" 
est   rates — at  least 

for  this  time  around. 
Although  the  Fed 
has  not  yet  reduced 
its  discount  rate, 
and  banks  are  cut- 
ting their  prime  lending  rate  some- 
what grudgingly,  the  plunge  in  the 
yields  of  three-  and  six-month  Trea- 
sury bills  and  the  like  is  more  indica- 
tive of  what  is  actually  going  on. 

The  bond  market  also  has  turned, 
but  the  needs  for  longer-term  financ- 
ing are  so  huge  that  the  decline  in 
yields  is  proceeding  at  a  much  slower 
and  far  more  moderate  pace  than  is 
the  case  with  money  rates.  As  a  re- 
sult, the  more  normal  interest  pattern 
is  being  restored,  where  yields  in- 
crease with  lengthening  maturities. 

I  am  less  confident  that  stocks  have 
bottomed.  Some  market  technicians 
make  a  good  case  for  it,  and  it  would 
not  be  at  all  unusual  for  stocks  to  stop 
going  down  even  though  the  general 
economy  continues  to  deteriorate.  We 
have  seen  that  time  and  again  in  past 
recessions.  There  are  also  indications 
that  the  market  is  becoming  increas- 
ingly impervious  to  bad  news,  which 
suggests  that  the  worst  is  over.  And 
we  certainly  have  had  more  than  a  fair 
share  of  bad  news. 

Look  at  the  stocks  of  companies 
that  already  are  in  a  slump — the  air- 
lines, automakers  and  related  indus- 
tries, building  materials,  etc.  To 
what  extent  have  present  and  future 
adversities  been  discounted?  Numer- 
ous first-quarter  earnings  reports 
were  real  shockers  and  some  divi- 
dend cuts,  if  not  omissions,  are  in- 
evitable. It  will  get  worse  as  the  year 

Heinz  H  Hie/  is  a  vice  president  of  the  iVi'SE 
firm  ofjanney  Montgomery  Scott 


progresses,  yet  innumerable  stocl 
have  little  fat  left  on  their  bones  th, 
could  be  trimmed  off. 

I  am  not  particularly  fond  of  the  ti 
industry,  but  how  much  can  you  lo 
on  a  stock  like  Firestone,  for  instanct 
This  70-year-old  former  blue  chip  h 
become  a  hard-luck  company,  and  i 
stock  is  now  selling  around  $6  a  shar 
which  is  about  50%  below  its  lowe 
price  in  25  years.  Ford  has  sold  on 
once  before — in  1958 — below  i 
recent  price  of  21.  The  $84-a-sha: 
book  value  may  not  mean  much,  ui 
less  a  decent  profit  can  be  earned  c 
these  assets,  but  Ford's  overseas  su 
sidiaries  alone  should  be  worth  co: 
siderably  more  than  what  the  stock 
selling  for  today.  It  is  noteworthy  th 
the  price  of  Ford  was  unruffled  by  tl) 
announcement  of  the  huge  first-qua 
ter  loss. 

Or  take  Pan  Am.  Sure,  it's  not  exac 
ly  investment  grade,  but  I  can't  ima 
ine  it  going  belly  up.  Pan  Am  is  now 
national  as  well  as  an  internaton 
carrier  (God,  were  the  stockholders 
National  Airlines  lucky!),  and  it  is  i: 
herently  better  situated  than  in  pr 
vious  periods  of  stress. 

One  can  cite  hundreds  of  stocl 
that  are  selling  virtually  at  bankruptc 
prices.  The  point  I  am  trying  to  mal 
is  that  from  here  on,  the  downsio 
risk  is  limited  indeed.  To  put  it  diffe 
ently,  the  risk/reward  ratio  has  in 
proved  dramatically,  and  isn't  th 
what  the  game  is  all  about? 

Another  reason  why  I  believe  that 
is  quite  possible  that  the  March  Api 
stock  market  lows  may  have  been  ti 
bottom  of  this  particular  cycle  is  tl 
relatively  stronger  performance 
quality  investment  stocks  that  h« 
been  shunned  in  fanuary  and  Febr 
ary,  when  wild  speculation  was  dorr 
nating  the  market  scene.  This  chanj 
suggests  that  institutions  are  peelii 
off  some  of  their  huge  cash  reserv* 
that  have  been  sitting  in  Treasu: 
bills,  bank  CDs,  commercial  pap 
and  money  market  funds. 

Part  of  this  hoard  will  go  ini 
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Before  you  invest 
in  a  regular 
savings  account  ask 
these  questions! 


1.  Is  the  yield  of  this  Fund 
considerably  higher  than  the 
yields  of  regular  savings 
and  checking  accounts,  even 
with  the  Fund's  Federal 
Reserve  requirements?* 

2.  Does  the  yield 
come  from  investments 
in  high  quality  securities? 

3.  Is  the  yield  compounded  daily? 

4.  Do  you  get  free  checking? 

5.  Can  your  initial  investment  be 
only  $2500,  with  deposits  as  low  as  $  100 

free  of  sales  charge? 
6.  Can  you  redeem  your  investment  by  phone? 

With  Dreyfus  Liquid  Assets  II, 
the  answer  is  yes  to  all  these  questions. 
Send  the  coupon  or  call  for  full  details  on 
this  high  yield,  quality  fund.  No  minimum  invest- 
ment period  •  No  penalty  on  withdrawals 


6(i»  Lincoln  Blvd.,  Middlesex,  \J.nXN46 


Name 

Address 

City_ 


For  more  complete  information,  includ- 
ing management  fee  charges  and  ex- 
penses, obtain  a  prospectus  by  sending 
this  coupon.  Read  it  carefully  before  you 
invest  or  send  money. 

FOR  A  PROSPECTUS 

Call  toll  free,  day 
or  night,  7  days  a  week 

8OO-523-76OI 


State 


Zip 


Extension  362 

In  Pennsylvania 
1-800-662-5 180 
Extension  362 


*Of course,  in  a  bank  your  principal  is  insured  and  docs  not  fluctuate,  but  vnur  investment  has  a  fixed  return. 
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Wong  do   i    Mayb   e>  15 
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Everyone  has  an  excuse 
for  not  seeing  their  doctor 
about  colorectal  cancer.  How- 
ever, every  year  52,000  men 
and  women  die  of  colorectal 
cancer  in  this  country  alone. 
Two  out  of  three  of  these 
people  might  be  saved  by  early 
detection  and  treatment.  Two 
out  of  three. 

So  what  is  your  excuse? 
Today  you  have  a  new,  simple, 
practical  way  of  providing  your 
doctor  with  a  stool  specimen  on 
which  he  can  perform  the  guaiac 
test.  This  can  detect  signs  of 
colorectal  cancer  in  its  early 
stages  before  symptoms  appear. 


t 

American 
Cancer  Society 

THIS  SPACE  CONTRIBUTED  AS  A  PUBLIC  SERVICE. 

QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a  quarterly 
dividend  of  50C  per  share  on  the  outstanding 
Common  Stock,  payable  on  June  2  1980  to 
stockholders  of  record  on  May  9  1980  The 
transfer  books  will  not  close 

April  24. 1980 

RAMSEY  E  JOSLIN. 
Vice  President-Financial 
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DIVISIONS  US  INDUSTRIAL  CHFMICAIS  CO 

fMERY  INDUSTRIES  INC 

NATIONAL  0IST1LLERS  PRODUCTS  CO 

ALMADEN  VINEYARDS  INC 

BRIDGEPORT  BRASS  COMPANY 

BEACON  MANUFACTURING  COMPANY 

INDIANA  GROUP  INC 


When  society  stops  littering,  perhaps  it  wi 
stop  inflating.  Inflation,  like  crime,  is 
product  of  poor  citizenship. 

A  MORAL 
FEVER  CHART 


By  John  Train 


The  talk  one  hears 
about  inflation  re- 
minds me  of  the 
talk  about  crime  in 
New  York  City. 
Both,  it  seems  to 
me,  are  syndromes. 

Off  and  on,  I've 
spent  some  years 
in  crime  control 
groups  in  New  York. 
They  generally  go  the  same  way. 
Someone  is  brutally  murdered,  and  a 
group  of  concerned  citizens  form  a 
committee.  A  subcommittee  is  sent 
to  sit  in  courtrooms  to  make  sure  that 
the  assistant  district  attorneys  are 
well  prepared  and  that  the  judges  do 
their  duty.  Trials  must  follow  quickly 
after  arrest:  Punishment  must  be 
swift  and  sure.  Bail  should  be  denied 
to  felons,  so  many  of  whom  commit 
additional  crimes  between  indict- 
ment and  sentencing.  No  plea  bar- 
gaining is  to  be  allowed;  sentences 
should  be  exemplary. 

Another  subcommittee  goes  to  the 
capital  to  lobby  for  stiffer  penalties 
in  the  law,  and  still  another  urges 
the  parole  board  to  exercise  greater 
severity.  After  a  while  it  is  discov- 
ered that  there  are  hundreds  of  thou- 
sands of  drug  addicts  who  have  to 
find  S50  a  day,  or  whatever,  to 
maintain  their  habits. 

So  stiffer  laws  are  urged  against 
drug  peddling.  Then  it  is  found  that 
organized  crime  controls  this  busi- 
ness, so  stronger  measures  are  de- 
manded to  suppress  organized  crime. 

After  a  year  or  two,  however,  the 
truth  emerges:  None  of  these  mea- 
sures works.  The  DAs  are  so 
swamped  they  cannot  cope  with  the 
cases  that  they  have,  so  95%  of  the 
cases  have  to  be  disposed  of  by  plea 

John  Train  is  president  of  Train,  smith.  Invest- 
ment  Counsel.  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


bargaining.  The  judges  know 
sending  criminals  to  jail  makes  th 
into  worse  criminals,  and  the  jails 
overflowing  anyway,  so  many  cri 
nals  simply  have  to  be  released 
parole,  even  if  they  are  a  dangei 
society.  The  theoretical  sentences 
drug  peddling  are  already  as  harsh 
they  could  be.  Organized  crime, 
from  losing  ground,  is  slowly  tak 
over  the  city. 

To  sum  it  up,  the  whole  thing 
syndrome.  A  weak,  fragmented  c 
zenry  will  perforce  be  exploited  by 
wicked,  just  as  any  weak  organ 
succumbs  to  parasites.  When  evt 
one  says,  "The  devil  take  the  hi 
most,"  the  devil  soon  works  his 
to  the  head  of  the  line. 

A  change  in  the  collective  poin 
view,  so  that  you  have  a  more  ci 
minded  population,  is  the  solut 
And  that  takes  a  long,  long  tim 
can  remember  when  almost  nob 
threw  papers  in  the  streets  in  > 
York  and  almost  nobody  steppec 
the  grass  in  Central  Park, 
many  years  will  it  take  until  th 
true  again? 

Talking  about  solving  inflation 
reducing  government  expenditure 
regulations,  restricting  the  mo 
supply,  breaking  the  OPEC  monop 
or  any  other  single  measure  or  inc 
any  likely  combination  of  measi 
seems  to  me  like  attempting  spec 
cures  to  the  problem  of  crime  in 
York  City.  Each  is  fine  as  far 
goes,  and  yet  none  is  likely  to  wj 
Again,  it's  a  syndrome. 

The  relative  inflation  rate  seem 
me  to  be  a  symptom,  a  fever  chat 
the  industriousness  and  realism  of  K 
body  politic,  of  the  civic-mindedi 
of  the  people,  and  one  has  to  deal  v 
the  syndrome,  not  the  symptom. 

When  you  take  more  out  of  the 
tern  than  you  put  into  it,  a  fevei 
suits — inflation.  You  start  living  o 
your  fat — savings.  After  a  while, 
savings  are  used  up,  and  you  ha' 
crisis.  Perhaps  you  change.  The 
is  getting  back  to  putting  more 
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he  system  than  you  are  taking  out. 

No  amount  of  new  regulations, 
hanges  in  M2  or  any  other  combina- 
ion  of  Ms  is  likely  to  inspire  a  Japa- 
lese-style  dedication  to  higher  output 
lere,  any  more  than  stiffer  sentences 
3r  muggers  will  solve  the  crime  prob- 
em  in  New  York. 

In  both  instances  the  change  will 
ome  through  a  change  in  public  atti- 
udes,  producing  a  structural  change 
n  society.  At  that  point  the  public 
/on't  tolerate  governmental  mone- 
ary  inflation.  Now,  it  demands  it. 

What  will  it  take  to  bring  about  that 
ind  of  change? 

What  changed  things  in  Germany 
nd  Japan?  A  tremendous  shock: 
rou  go  through  the  wringer,  you  hit 
ottom.  Then  you  reorganize  on  a 
igher  level. 

America  is  going  through  the 
/ringer  piecemeal.  In  the  1960s  we 
:ved  out  the  dreadful  biblical  admoni- 
ion.  (God  is  speaking):  "If  thou  forget 
le,  I  shall  destroy  thy  children."  Sev- 
ral  million  incompetent  young  drift- 
rs  are  the  souvenirs  of  our  forgetful- 
ess  of  that  first  principle.  What  a 
unishment! 

Now  in  the  1980s  we  are  learning 
lat  selfishness — that  is,  too  much 
imme  and  not  enough  give — will 
ndo  any  economy. 

But  hyperinflation  brings  its  own 
;tribution.  When  every  pensioner, 
very  life  insurance  beneficiary,  every 
ondholder  and  indeed  perhaps  every 
ocial  Security  recipient  see  much  or 
lost  of  their  savings  wiped  out,  that 
lay  be  a  powerful  enough  shock  to 
ring  about  a  general  change  of  am- 
ide. But  it  will  involve  a  lot  of  pain, 
ver  a  long  period. 

I  must  touch  on  the  strange  situa- 
on  of  the  federal  bureaucracy,  our 
ew  nobility.  Alone  among  our  peo- 
le,  50  million  dependents  of  the  fed- 
ral  bureaucracy  enjoy  automatically 
idexed  compensation,  including  pen- 
ions.  They  are  the  only  ones  who 
void  the  pain.  Indeed,  theyg«/>/  from 
lflation,  since  the  index  follows  the 
'hole  consumer  "market  basket," 
rhile  in  practice  consumers  buy 
'hat's  cheapest  at  the  moment.  So, 
ist  as  badly  designed  welfare  pro- 
rams  "buy"  unemployment  by  com- 
ensating  people  generously  for  not 
working,  our  indexed  compensation 
>r  the  federal  bureaucracy  "buys" 
lflation.  It  makes  the  very  group 
lat  is  in  a  position  to  help  slow 
lflation  indifferent  to  inflation  be- 
ause  they  alone  are  insulated  from 
:.  They  should  suffer  along  with  the 
;st  of  us.  ■ 


3RBES,  MAY  26,  1980 


Let  Value  Line 
Help  You  Identify 

400  STOCKS 
TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months. 

An  otherwise  solid  stock  portfolio  can  be  held  back  by  a  few  lagging 
stocks  so  it's  important  to  be  able  to  identify  the  least  timely  stocks 
as  well  as  the  most  timely  ones.  (In  some  years  a  great  company  can 
translate  into  a  lagging  stock.)  And  to  be  immediately  aware  of  sig- 
nificant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment  Survey  every  week  of  the  year 
ranks  1700  stocks— each  relative  to  all  the  others—for  Probable 
Market  Performance  in  the  next  12  Months,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  perform  in  accordance  with  its 
rank.  But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  15  years  of  successful  discrimination  strongly  suggests 
that  you  can  tilt  the  investment  probabilities  in  your  favor  by  using 
The  Value  Line  ranks  to  give  you  objective  indexes  not  only  of 
timeliness  but  Safety  and  estimated  yield  as  well. 

SPECIAL  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscrip- 
tion to  The  Value  Line  Investment  Survey  for  only  $33— about  half 
the  regular  price,  provided  you  have  not  had  a  subscription  in  the 
past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will 
receive  the  2000-page  Investors  Reference  Service  (covering  1700 
stocks)  which  will  be  updated  every  week— filing  takes  but  one 
minute  a  week— and  the  96-page  booklet.  "Evaluating  Common 
Stocks."  Send  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  to: 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  711  Third  Avenue,  New  York,  N.Y. 

□  Begin  my  10-week  trial  to  The  Value  10017 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two 

bonuses  listed  above.  Check  for  $33  is  en- 
closed. (Trial  subscriptions  must  be  ac-  

companied  by  payment.)  SIGNATURE 
SPECIAL  EXTRA  BONUS   

A  famous-make  pocket-    j^U3~  ^ •  

size   CREDIT    CARD/  NAME  (please  print) 

calculator  super  — :::::: 

SLIM    LCD  CALCULA-     

TOR  (with  full  memory)  ADDRESS  APT. 

given  to  you  when  you  order  the  Value 
Line  Investment  Survey  for  one  year— and 

send  payment  now.  

□  1   year  for  $330.  My  payment  is     cuy  STATE  ZIP 
enclosed— send  me  the  CALCULATOR 

as  my  extra  special  bonus.  (There  are  no   _.  1ADAklTcrc:  ...     ..  ,  .M, 

restrictions  with  this  annual  subscriD-    GUARANTEE:  If  dissatisfied  for  any  reason.  I 

restrictions  witn  tnis  annual  suDsenp-   mgy  return  materia|  wjthjn  30  days  for  (ull  re_ 

*!?Q''  fund  of  the  fee  I  have  paid.  Subscription  tax- 

□  Enter  my  subscription  now.  Bill  me  for    deductible  and  nonassignable.  Foreign  rates  on 

i    $330.  (Does  not  include  the  calculator.)    request.  (NY  residents  add  sales  tax.)  gl6A26 
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President  Carter  didn't  need  Congress  to 
outlaw  the  three-martini  lunch.  Volcker 
and  the  onset  of  a  recession  did  it  for  him. 

MAINTAINING 
APPEARANCES 


By  S rally  Blotnick 


One  very  closely 
watched  govern- 
ment indicator,  the 
Labor  Department's 
unemployment  in- 
dex, seriously  under- 
states the  case — and 
has  been  doing  so 
increasingly  with 
each  succeeding  re- 
cession. I  am  talking 
not  so  much  about  unemployment  as 
about  ////f/^/  employment.  The  latter 
currently  is  extensive,  for  example, 
among  the  vast  army  of  self-em- 
ployed, and  is  an  important  indicator 
of  economic  activity  but  doesn't  fig- 
ure in  the  official  statistics. 

Consider  what's  been  happening 
lately  to  the  incomes  of  people  em- 
ployed as  salesmen  in  the  real  estate, 
securities,  auto,  apparel  and  textile 
fields.  To  be  sure,  some  have  been  laid 
off,  have  applied  for  unemployment, 
and  hence  have  become  part  of  the 
statistic  representing  the  number  of 
workers  presently  out  of  work.  But  a 
vastly  larger  number  have  not. 
They've  kept  their  jobs,  and  are  sim- 
ply earning  substantially  less  in  many 
instances  than  they  previously  were. 

Vic  sells  fabric  for  a  major  textile 
manufacturer  and  has  been  doing 
rather  well  for  the  last  five  years, 
making  almost  $80,000  in  1979.  This 
year,  though,  will  be  another  story. 
"The  bottom  fell  out  recently,"  he 
said  with  an  air  of  resignation.  "You 
can  barely  give  anything  away  right 
now."  A  few  of  his  lines  are  selling, 
but  his  earnings  are  down  significant- 
ly. "Won't  you  recoup  the  business 
later  this  year?"  I  asked.  "No,  defi- 
nitely not,"  he  replied.  "The  stores 
aren't  doing  the  business,  so  neither 
are  we.  The  orders  aren't  being  post- 
poned, they're  gone." 

Dr.  Srully  Blot  nick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing, 


Take  Ben,  a  Ford  salesman.  He'd 
done  well  until  recently.  No  more 
"We're  doing  some  used-car  busi 
ness,"  he  says.  "That's  about  it.  Lot 
of  people  don't  want  to  buy  the  new 
ones.  They're  too  expensive,  and  fi 
nancing  costs  are  sky-high."  Had  he 
been  manufacturing  the  cars  that  he's 
currently  been  unable  to  sell,  he'q 
probably  have  been  laid  off  by  now. 
However,  Ben,  like  Vic,  works  oq 
commission,  and  instead  of  being 
fired,  he's  earning  less.  Much  less. 

The  millions  of  workers  in  posi 
tions  similar  to  Vic's  and  Ben's  — thi 
hidden  unemployed — need  to  be  kepi 
in  mind  when  you  hear  that  "unem 
ployment  has  edged  up  anothei 
notch."  For  instance,  a  13%  increase 
in  the  nation's  unemployment  rate 
from  6.2%  to  7%  doesn't  begin  tc 
convey  adequately  what's  happeninj 
to  Ben  and  Vic:  Both  have  watchec 
their  average  monthly  income  sink  tc 
half  of  what  it  was  seven  months  ago 

These  two,  and  the  many  lik 
them — a  substantial  proportion  oi 
whom  are  self-employed — presently 
are  unemployed,  regardless  of  the  fac 
that  they're  not  on  the  relief  roles) 
When  all  is  said  and  done,  they'n 
financing  their  own  unemployment 
By  accepting  a  greatly  reduced  in 
come  and  continuing  to  stay  witH 
their  jobs,  rather  than  saying,  "I've 
essentially  been  fired,  once  my  earn 
ings  decrease  this  much,"  they  art 
remaining  "employed."  The  termi 
however,  needs  to  be  seen  for  what  i 
has  currently  become:  a  neat  masi 
for  a  grossly  fluctuating  reality.  Be 
hind  the  scenes  there  are  incomt 
variations  occurring  that  are  starj 
tling.  Appearances  are  being  main 
tained;  earnings  levels  are  not. 

Needless  to  say,  what  workers  il 
such  a  fix  are  doing  is  cutting  back- 
sharply — and  it's  illuminating  to  se« 
how.  Neil  is  a  lawyer  in  Philadelphia 
He  does  a  little  bit  of  everything— 
negligence,  securities,  matrimonial 
contracts;  "anything  that's  interest 
ing,  and  lucrative,"  as  he  puts  it.  Hii 
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income  from  fees  is  down  about  one- 
third,  as  compared  with  the  first  four 
months  of  last  year.  "I  was  involved 
in  a  lot  of  real  estate  transactions  last 
^ear,"  he  said.  "This  year  there  aren't 
is  many." 

Neil  enjoys  entertaining.  "I  like  tak- 
ng  my  clients  out  for  drinks,  or  to 
;at,"  he  said  expansively.  President 
barter  didn't  need  to  get  Congress  to 
outlaw  the  three-martini  lunch.  Paul 
^olcker,  high  interest  rates  and  the 
jnset  of  the  recession  did  it  for  him. 
'I  don't  believe  it,"  Neil  chuckled.  "I 
ust  sat  here  with  my  best  client  and 
we  ordered  lunch  in — sandwiches,  no 
jooze.  We  never  did  that  before." 

Neil's  lighthearted  comments,  add- 
;d  to  the  responses  of  others  in  a 
iimilar  bind,  provide  a  glimpse  of  a 
nore  general  reaction  to  falling  earn- 
ngs.  For  instance,  we  expected  people 
vhose  incomes  were  being  pinched  to 
spend  less  money  in  restaurants.  We 
:hought  they'd  accomplish  that  by 
lining  in  less  expensive  places.  That, 
lowever,  isn't  what  they're  doing.  As 
t  turns  out,  they'd  rather  not  eat  out 
it  all  than  dine  in  a  place  that  is  a  cut 
>r  two  below  the  level  of  the  ones 
:hey're  used  to  patronizing. 

Odd  as  it  may  sound,  that  makes 
:he  fast-food  joints  more  acceptable, 
>articularly  to  those  under  the  age  of 
MD.  Rather  than  trade  down  to  what 
:hey  regard  as  a  second-class  restau- 
'ant,  they  grab  a  snack  at  McDonald's 
>r  Burger  King.  They've  grown  up 
,vith  these  names  and  regard  them  as 
nore  socially  acceptable  than,  say, 
:he  neighborhood  greasy  spoon. 

It's  far  more  comforting  to  be  able 
:o  buy  less  than  the  best  you  can  af- 
brd,  and  then  say,  "I  could  spend 
nore — much  more — if  I  chose,"  than 
t  is  to  say,  "I'd  better  enjoy  this  meal, 
!  might  have  to  wash  the  dishes  to  pay 
or  it."  By  having  a  pizza  or  a  burger, 
/ou  can  make  it  seem  as  though  the 
.vhole  thing  is  just  a  lark.  The  attitude 
lelps  you  feel  "above  it  all,"  no  minor 
natter  when  the  pinch  is  on  and  your 
spirits  need  a  boost. 

The  overall  effect  is  to  make  those 
/vho  are  self-employed,  or  who  earn 
:ommissions,  cut  back  more  than 
:hey  might  otherwise  have  been  ex- 
jected  to.  Rather  than  dropping 
rom  $125  shoes  to  $45  shoes  they'll 
orce  the  old  ones  to  last  longer  and 
nake  a  virtue  of  their  expensive 
>habbiness.  Given  the  large  number 
i>f  these  hidden  un-  or  underem- 
ployed, it's  not  surprising  that  so 
nany  people  still  look  the  same,  but 
lon't  want  to  take  their  hands  out  of 
:heir  pockets  just  now.  ■ 
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SOME  SERIOUS  NOTES 
ON  MOVING. 

By  Victor  Borge 

When  you  move,  make  sure  your  mail  arrives  at 
your  new  address  right  after  you  do. 

The  key  is  this:  Notify  everyone  who  regularly 
sends  you  mail  one  full  month  before  you  move. 
One  last  serious  note.  Use  your  new  ZIP  Code. 


one  last  serious  note,  use  your  new  cir  vx>ue. 

Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 

©  USPS  1980 
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Since  the  rate  of  inflation  is  so  sensitive  to 
energy  and  mortgage  interest  rates,  it  can 
plummet  10%  during  the  second  half 

HOW  TO  PLAY 
THE  RECESSION 


I 


By  Martin  T.  Sosnoff 


With  a  sigh  of  re- 
lief, the  country  has 
plunged  into  the  re- 
cession. Just  as  it 
took  so  long  to  ar- 
rive, like  the  man 
who  came  to  dinner 
and  broke  his  leg,  it 
may  exhaust  our  pa- 
tience. My  building 
contractor,  an  old 
Yankee,  says  the  Hunts  got  their 
comeuppance,  and  my  mother-in-law 
is  now  looking  forward  to  a  price 
break  on  chocolate-covered  graham 
crackers.  Amen. 

Everywhere  I  go,  people  nod  their 
heads — the  hyperactive  environment 
of  commodities  speculation  and  im- 
possible mortgage  rates  is  too  wearing 
to  live  with.  Interest  rates  that  fluctu- 
ate more  daily  than  annually  adum- 
brate fear  and  uncertainty  for  equities. 
If  stock  valuation  is  a  function  of  a 
company's  growth  rate  and  its  divi- 
dend compared  with  yields  on  high- 
grade  bonds,  prices  can  range  widely  if 
the  band  on  bond  yields  bounces  be- 
tween 10%  and  15%. 

It  is  axiomatic  that  the  money 
managers'  knee-jerk  response  to  a  re- 
cessionary environment  is  to  buy  in- 
terest-sensitive stocks  and  countercy- 
clical industries.  The  razor  blade  psy- 
chology takes  over.  Even  if  you're  an 
unemployed  auto  assembly  jockey, 
the  chances  are  good  you  will  still 
shave,  drink  beer,  brush  your  teeth 
and  maintain  the  monthly  payments 
on  your  homestead.  There  may  be 
some  inventory  cutbacks  on  brand- 
name  goods  in  favor  of  the  generics. 
No-name  bleach  is  substituted  for 
Clorox,  but  the  day-to-day  life  cycle 
hardly  changes.  The  day  the  market 
realized  recession  was  a  fact,  the 
drugs,  savings  and  loans,  insurance 

Martin  T  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 
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underwriters  and  utilities  wer|  j 
marked  up  10%. 

Focusing  on  the  special  nuances 
this  recession  helps  target  serious  i 
vestment  conclusions.  Unfortunately 
there  are  very  few  economists  brav 
enough  to  predict  the  longevity  or  se 
verity  of  the  down  cycle.  All  they  dar 
do  is  to  compare  previous  recession 
and  suggest  that  cycles  repeat  therr 
selves.  Their  readout  is  that  corporat 
profits  will  decline,  peak  to  trough 
over  20%.  The  stock  market  will  tur 
up  four  to  six  months  after  the  onsfl 
of  recession  and  long-term  bonds  ma 
not  turn  down  until  well  into  th( 
downturn  (this  is  silly  today).  The  rat 
of  inflation  will  go  down  as  producth 
ity  improves  coming  out  of  this  recej  bgl 
sion  and  the  federal  government  wi 
run  a  huge  deficit.  The  Presides 
moves  for  a  huge  tax  cut  this  fall  an 
the  Federal  Reserve  Board  will  stan 
around  for  several  months  until  it 
absolutely  sure  something  has  reall 
happened.  Try  and  make  money  froi 
this  kind  of  punditry.  You  can't 

Each  economic  cycle  has  its  speci; 
stigma.  In  1974  every  businessman  i 
the  world  subscribed  to  the  raw  mati 
rials  shortage  by  overinventorying  h: 
needs.  This  cycle,  the  inflation  ps] 
chosis  overcame  the  consumer, 
though  there  was  the  heavy  hand  o 
the  Hunts  and  their  Lebanese  couii 
terparts  hyping  precious  metals.  W 
all  inventoried  more  cars,  washir 
machines  and  homes.  Prices  move 
up  faster  than  the  aftertax  cost 
money.  Housing,  a  $2  trillion  stocl 
became  the  surrogate  for  stock  ma 
ket  speculation 

It's  almost  over  now.  Interest  rats 
will  surprise  everyone  and  come  dow 
like  a  goose  full  of  buckshot.  It  wi 
take  years  for  the  consumer  to  fei 
rich  again.  The  real  estate  offices  i 
my  town  are  closing  down,  wil 
home  transfers  off  60%  of  late.  Ju 
replenishing  debt-ridden  balani 
sheets  takes  time.  I  traded  in  vc 
Mercedes  for  a  Volkswagen  diesel  ar 
had  to  give  them  some  cash.  The 
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ive  me  mudguards  as  a  free  option. 
Prosperity  is  a  state  of  mind.  More 
arried  women  went  back  to  work  in 
ie  Seventies  than  ever  before,  and  in 
y  family  everything  earned  was 
ient  on  travel,  entertainment  and 
othes — mostly  clothes.  In  my  house, 
reryone  has  his  own  color  TV.  There 
e  a  lot  of  kids  and  six  receivers.  One 
ght  everyone  fell  asleep  watching 
ie  Yankees  lose  and  I  went  around 
Lining  off  the  sets  just  as  my  father 
ied  to  turn  off  the  light  switches  in 
Le  Thirties.  A  few  months  ago,  I 
ould  have  turned  in  and  not  played 
ght  watchman. 

Retail  sales  will  be  hard  hit  and  the 
:mand  for  consumer  credit  finally 
ill  crest  and  fall.  Capital  expendi- 
ires  are  stretched  out  in  the  corpo- 
te  sector  and  despite  all  the  backed- 
)  financing  in  the  corporate  and  gov- 
nment  sectors,  long  rates  decline, 
aybe  to  the  10%  level.  Since  the  rate 
inflation  in  the  consumer  price  in- 
:x  is  so  sensitive  to  energy,  mort- 
ige  interest  rates  and  home  prices,  it 
in  plummet  during  the  second  half, 
aybe  as  much  as  10%.  The  com- 
odities  index  is  already  below  where 
was  a  year  ago  and  seems  headed 
wer  as  industrial  production  falls 
iroughout  the  year.  My  favorite 
:onomist,  David  Levine  of  Sanford 
.  Bernstein  &  Co.,  makes  a  lot  of 
nse  of  late.  He  agrees  with  me. 
The  stock  market  is  a  familiar  set- 
rig.  Analysts  have  begun  to  shade 
leir  estimates  for  the  big  goods  like 
>M  and  Xerox  and  more  of  this  will 
How.  If  you  believe,  as  I  do,  that 
iterest  rates  will  fall  substantially, 
lese  stocks  within  six  months  will 
icorne  the  reciprocal  of  interest  rates 
id  their  P/Es  will  rise  despite  slug- 
sh  near-term  earnings  power. 
If  short-term  interest  rates  go  below 
)%,  the  savings  and  loans  are  steals 
ren  though  the  next  two  quarters 
ill  witness  a  complete  contraction  of 
leir  earnings  margins,  thanks  to 
lose  14%  CDs  they  had  to  offer  this 
inter.  The  fire  and  casualty  under- 
riters  who  have  benefited  from 
lormous  investment  yields  on 
larply  rising  cash  flow  are  very 
leap  and  obvious  beneficiaries  of  a 
iclining  CPI.  Almost  all  these  stocks 
11  below  book  value  and  at  5  times 
irnings.  And  then  there  is  the  energy 
ctor,  whose  earnings  are  assured  for 
[ie  next  few  years  thanks  to  OPEC 
id  price  deregulation  domestically.  I 
flieve  that  OPEC  will  modulate  its 
oduction,  and  if  it  does,  the  domes- 
ps  and  internationals  could  show 
i%  growth  through  1982.  ■ 


"I  couldn't  believe  that  just  walking  could  be  such 
good  exercise.  But  it's  true." 

Will  and  Tish  Grant  have  discovered  that  there  is  a  way  to  get  in  shape  and 
stay  in  shape  that  is  simple  and  fun.  More  important  — it  works.  They  follow 
these  rules: 

1.  Start  gradually.  When  you  begin,  just  walk  briskly  for  15  minutes  or  so 
each  day.  (That's  right,  just  walking  will  improve  your  circulation  and  muscle  tone.) 

2.  After  a  week  or  two,  increase  your  level  of  activity  a  little  bit  each  day. 
Soon  you'll  be  up  to  a  half  an  hour  a  day.  Then,  when  you're  ready  (your  body  will 
tell  you  when),  jog,  ride  a  bike,  or  swim.  Follow  one  routine  or  a  variety;  do 
whatever  you  enjoy  the  most. 

3.  Set  a  specific  time  each  day.  Perhaps  at  lunch  time  or  after  work.  Make 
exercise  a  part  of  your  daily  routine. 

4.  Get  a  friend  to  join  you.  Someone  to  talk  to.  Make  it  fun,  not  a  chore. 

5.  Most  important,  stay  with  it. 


In  the  long  run,  you'll  be  the  winner. 


For  more  information  write: 
Fitness 

Washington,  D.C.  20201 


What  happens 
when  scarce  resources 
get  guzzled  up? 


We  believe  they  grow  in  value. 

If  you're  interested  in  capital 
growth  and  see  the  advantages  of 
investing  in  natural  resources  that 
may  become  more  scarce  —  and 
more  valuable  —  please  contact  us 

Our  portfolio  includes  com 
panies  which  own  or  develop 
natural  resources,  as 
well  as  shares  of 
other  promising 
enterprises.  «r 


HOWE  PRICE 
NEW  ERA  FUND,  INC. 

I  A  No-Load  Fund 

I  100  East  Pratt  Street 
Baltimore,  Maryland  21202 

1-800-638-5660 
If  busy,  or  in 
-jP  Maryland 
1  call  301- 
'547-2136 
"collect. 


luding  the  management 
fee  and  other  charges  and 
expenses,  obtain  a  prosper: 
tus.  Read  it  carefully 
before  you  invest  or  send 
money 
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WHY YOU 
SHOULD 
MAKE  A 
CORPORATE 
CONTRIBU- 
TIOH  TO 
THE  AD 
COUNCIL 


The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $1,147,000  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 

mm 

fpT*  I  A  Public  Service  of  This  Magazine 
(jOino!  &  The  Advertising  Council 

The  cost  of  preparation  of  this  advertisement 
was  paid  for  by  the  American  Business  Press, 
the  association  of  specialized  business  publi- 
cations. This  space  was  donated  by  this 
magazine. 


Myths  die  hard,  but  this  particular  myth 
really  ready  for  the  grave. 

INSTITUTIONAL 
INVULNERABILITY 


By  David  Dreman 


"The  individual 
investor  has  no 
chance  to  beat  the 
pros  in  today's  mar- 
ket." We  began  to 
hear  this  in  the  late 
1960s,  and  for  a 
while  it  was  accept- 
ed as  gospel.  Still,  I 
hardly  expected  this 
statement  to  be 
made  with  such  certainty  in  April  of 
1980,  but  it  was.  It  was  made  by  a 
well-regarded  professor  of  economics 
on  a  panel  on  which  I  participated. 

"It  is  inevitable,"  the  professor 
went  on,  "that  the  individual  will  be 
eaten  alive  by  the  'big  boys.'  After  all, 
they  control  the  resources  that  no  sin- 
gle investor  can  afford — the  in-depth 
analysis  and  high-level  management 
contacts  provided  by  scores  of  the 
country's  finest  security  analysts,  the 
razor-sharp  decision-making  capabili- 
ties of  highly  trained  money  manag- 
ers and  the  backup  of  the  best  finan- 
cial and  computer  services  that  mon- 
ey can  buy."  Ticking  off  his  points, 
the  professor  shook  his  head  and  said 
sadly,  "No,  not  a  chance." 

When  my  turn  came,  I  asked  him  if 
he  knew  the  bottom  line  to  the  pro- 
fessional scorecard,  what  their  formi- 
dable research,  decision- making  capa- 
bilities and  statistical  backup  had  ac- 
tually produced.  The  report  card  does 
not  exactly  rate  an  A .  To  be  blunt,  it 
doesn't  even  rate  a  passing  grade. 
They  were  creamed  in  1974,  and  in 
the  ten  years  ended  in  1978,  over  80% 
of  pension  fund  managers  underper- 
formed  the  S&P's  500.  Now,  hear 
this:  In  over  50  large  samples  that  I 
compiled  between  1929  and  1977  of 
stocks  and  industries  professionals 
liked  the  best,  almost  80%  did  worse 

David  Dreman  is  an  investment  counselor  in 
Neu'  York,  and  author  of  Contrarian  Invest- 
ment Strategy:  The  Psychology  of  Stock  Market 
Success. 
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than  the  market  the  following  f\ 
Obviously,  the  "big  boys"  are  res 
very  fallible,  even  as  you  and  I. 

In  theory,  the  pros  are  cool  and 
jective.  In  practice,  institutional 
vestors  have  more  often  than  not  f 
en  victim  to  the  prevailing  mar 
fads  and  fashions,  usually  near  tr 
peaks.  Concept  stocks  in  the  19c 
followed  by  the  "one-decision"  sto 
in  1972  and  1973.  The  latter  w 
meant  never  to  be  sold,  and  w 
not — until  they  plummeted  to  ab 
10%  of  their  original  cost.  Not 
surprisingly,  after  these  experienc 
the  belief  became  widespread  that 
posure  to  risky  equity  markets  sho 
be  substantially  reduced.  The 
fashion  was  bonds.  The  safety  of  la 
term  bonds  was  widely  discove 
just  in  time  for  scores  of  money  m 
agers  to  be  ambushed  in  bonds  at  ■ 
of  the  wildest  outings  since  Little 
Horn  (Forbes,  Mar.  31). 

The  problem  is  not  one  of  ine; 
tude  but  is  instead  the  nature  of 
game  itself.  Money  management,  & 
is  practiced,  is  often  a  viciously  cc 
petitive  business,  demanding  aim 
instant  results  to  satisfy  corporate 
ents  and  their  legions  of  hired  gun 
the  performance  monitors.  The  pi 
ers  falling  behind  for  long  in  the  ex; 
ing  quarterly  measuring  scales  are 
likely  to  gain  new  business  and  pi 
ably  will  lose  profitable  accoui 
even  if  they  are  following  stratej 
that  are  sound  for  the  longer  te 
Inevitably,  this  leads  the  pros  to  p 
the  best  performers  of  the  day; 
current  favorites.  The  results  of  th 
tactics  have  been  dismal. 

How  then  does  the  individual 
vestor  escape  from  the  performa 
syndrome  that  entraps  so  many  of 
talented  professional  counterparts 

One  way  is  to  be  a  stubborn  c 
trarian,  steering  clear  of  the  fads 
fashions  that  so  often  sweep  pro 
sional  thinking.  The  out-of-fa 
stocks,  by  the  most  common  of 
investment  measuring  yardstick 
the  price/earnings  ratio — have  con 
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ently  done  better  than  those  in  favor 
md  even  the  market  itself.  Close  to  a 
lozen  extensive  surveys  overlapping  a 
K)-year  period  attest  to  the  markedly 
uperior  performance  of  low  P/E  stocks. 

But  why,  you  ask,  haven't  the  sav- 
riest  investors  discovered  this  and 
ised  the  information  to  their  advan- 
age?  Principally  because  of  the  con- 
viction most  experts  have  that  they 
:an  make  big  bucks  by  accurately 
orecasting  a  company's  prospects. 
Companies  expected  to  do  well  are 
lid  up  handsomely,  and  just  as  consis- 
ently,  those  with  poorer  outlooks  are 
»verdiscounted.  A  mistake,  it  turns 
iut,  from  the  numerous  studies  that 
ndicate  expert  forecasts  of  compa- 
res' prospects  miss  the  mark  time 
nd  again.  Sociopolitical,  economic, 
adustry  and  company  conditions  are 
list  too  tricky  to  pinpoint  accurately, 
^.s  often  as  not,  companies  expected 
o  excel  falter  and  many  expected  to 
alter  do  very  well. 

In  a  relatively  dynamic,  competi- 
ive  economy  very  few  large  compa- 
res show  high  growth  rates  indefi- 
ritely.  By  the  same  token,  few  chalk 
ip  losses  that  drive  them  out  of  busi- 
Less.  For  most,  it's  a  case  of  regres- 
ion  to  the  mean — exceptionaly  high 
r  low  returns  are  usually  not  sus- 
ained  but  move  back  to  more  average 
ates.  This,  after  all,  is  the  basic  prin- 
iple  of  competitive  markets.  It  also 
xplains  why  companies  with  low 
7Es  often  do  far  better  than  those 
/ith  high  P/Es.  A  wide  variation  in 
'/E  ratios  is  simply  not  justified  by 
xperience. 

Thus,  with  due  respect  to  the  good 
rofessor,  it  appears  that  the  individu- 
al investor,  rather  than  being  over- 
whelmed, has  an  excellent  chance  of 
utpacing  the  big  guys  by  buying  a  list 
f  large,  financially  sound  companies, 
roviding  good  yields  and  trading  be- 
jw  the  market  multiple. 

Some  of  the  better  buys  to  me  are 
nion  Carbide,  the  second-largest 
hemical  producer,  at  a  P/E  ratio  of  4 
nd  a  yield  of  7.8%;  Travelers,  one  of 
be  largest  of  the  multiline  insurers 
?/E  4,  yield  6.5%);  Texaco  (P/E  5,  yield 
.8%)  also  looks  like  it  has  good  up- 
tde  potential.  Alcoa,  now  meeting 
lany  of  the  promises  of  the  Sixties 
when  it  traded  at  P/Es  near  20,  is  at  4 
tmes  earnings.  Oh,  yes — if  you  think 
tie  American  automobile  industry 
an  survive,  perhaps  you  should  have 
ame  Ford  for  your  future.  Sure,  it's  in 
)r  bad  times,  but  remember,  Ford 
amed  $13.35  a  share  in  1978  and 
14.16  in  1977,  and  could  earn  that 
luch  again  on  the  next  upslope.  ■ 


Tie. 


299th  COMMON  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  One  Dollar  and  Forty  Five  Cents 
($1.45)  per  share  has  been  declared  upon  the  Common  Stock  of 
American  Brands,  Inc.,  payable  in  cash  on  June  2,  1980,  to 
stockholders  of  record  at  the  close  of  business  May  9,  1980. 
Checks  will  be  mailed. 
C.  A.  Mehos,  Executive  Vice  President  &  Chief  Financial  Officer 

April  29,  1980 

GALLAHER  LIMITED 

The  Franklin  Life  Insurance  Company 

Master  Lock  Company 

©Wilson  Jones 

Sunshine  Biscuits,  inc. 

Qacushnet  company 

THE  ANDREW  COMPANY 


E  ]  RECORDS.  INC 


DUFFY  -  MOT T  COMPANY,  INC. 
W.  R.  C&^!£  &  Sons  Cutlcrv 


American  Brands,  Inc.,  245  Park  Avenue,  New  York,  N.Y.  10017 


R  JReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  52V2  cents  per  share  has 
been  declared  on  the  Common  Stock  of  the 
Company,  payable  June  5, 1980  to  stockholders 
of  record  at  the  close  of  business  May  9, 1 980. 

H.  C.  ROEMER 

Senior  Vice  President, 
Secretary  and  General  Counsel 
Winston- Salem,  N  C.,April23,  1980 

Eighty  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Containerized  Shipping 

Del  Monte  Foods  Energy 

Fresh  Fruit  Packaging  Products 

Convenience  Foods  and  Beverages  Specialty  Aluminum  Products 
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The  most  colorful  coverage  of  the  week 

©  1980  Time  Inc  All  right 
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companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
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We  do  not  remember  days, 
we  remember  moments. 
Cesare  Pavese 


Offensive  objects,  at  a 
proper  distance,  acquire 
even  a  degree  of  beauty. 
William  Shenstone 


The  beautiful  remains  so 
in  ugly  surroundings. 
Malcolm  de  Chazal 


We  ascribe  beauty  to  that 
which  is  simple,  which  has  no 
superfluous  parts;  which  exactly 
answers  its  end;  which  stands 
related  to  all  things;  which 
is  the  mean  of  many  extremes. 
Ralph  Waldo  Emerson 


Everything  has  its  beauty, 
but  not  everyone  sees  it. 
Confucius 


A  Text . . . 

He  hath  made  every  thing 
beautiful  in  his  time: 
also  he  hath  set  the  world 
in  his  heart,  so  that 
no  man  can  find  out  the 
work  that  God  maketh  from 
the  beginning  to  the  end. 

ECCLESIASTES  3:11 


Sent  in  by  James  |.  Ciresi,  Louisville,  Ky. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Men  do  not  attract  that  which 
they  want,  but  that  which  they  are. 
James  Allen 


I  like  to  see  a  man  proud  of 
the  place  in  which  he  lives. 
I  like  to  see  a  man  live  so  that 
his  place  will  be  proud  of  him. 
Abraham  Lincoln 


Thoughts 

on  the  Business  of  Life 


For  your  own  peace  of  mind, 
as  well  as  for  the  sake  of 
all  we  come  in  contact  with, 
it  behooves  each  one  of  us 
to  create  as  pleasant  and 
attractive  a  world  as  lies 
within  our  power.  Remember, 
we  have  to  live  in  our  own 
worlds.  You  cannot  live  i?i 
m  y  world;  I  cannot  project 
myself  completely  into  your 
world.  What  kind  of  world 
are  you  creating  for  yourself'' 
B.C.  Forbes 


That  you  may  be  loved, 

be  lovable. 

Ovid 


We  do  not  by  nature  seek 
society  for  its  own  sake, 
but  that  we  may  receive 
some  honor  or  profit  from  it. 
Thomas  Hobbes 


Our  lives  are  not  orchestrated 
to  harmonize  perfectly  with 
everyone  around  us. 
Arnold  Glasow 


We  must  all  recognize  as  a 
fundamental  fact  of  social  life 
that  no  freedom  is  absolute. 
Every  freedom  is  limited  by  its 
consequences  for  other  freedoms. 
William  D.  Bonis 


I  am  always  longing  to  be  with 
men  more  excellent  than  myself. 
Charles  Lamb 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


You  can  close  your  eyes  to 
realities  but  not  to  memories. 
Stanislaus  J.  Lec 


The  world  is  the  best  of  all 
possible  worlds,  and  everything 
in  it  is  a  necessary  evil. 
Francis  Herbert  Bradley 


Sin  makes  its  own  hell, 

and  goodness  its  own  heaven. 

Mary  Baker  Eddy 


The  hallway  of  everyman's  life 
is  paced  with  pictures;  pictures 
gay  and  pictures  gloomy,  all 
useful  for,  if  we  be  wise,  we 
can  learn  from  them  a  richer 
and  braver  way  to  live. 
Sean  O'Casey 


A  man  has  to  live  with  himself 
and  he  should  see  to  it  that 
he  always  has  good  company 
Charles  Evans  Hughes 


We  ought  to  belong  to  society, 
to  have  our  place  in  it,  and 
yet  be  capable  of  a  complete 
existence  outside  it. 
Philip  Hamerton 


There  are  few  persons  today 
who  even  desire,  let  alone 
fight  for,  the  private  life. 
David  Reisman 


Neither  give  offense  to  others, 
nor  take  offense  from  them. 
Saint  Ambrose 


Our  human  nature  likes  more 
destroy  than  to  build,  more 
to  cry  than  to  smile,  and 
more  to  correct  the  world  than 
to  love  and  embrace  the  world. 
Sri  Chinmoy 
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Happiness  is  inward,  and 
not  outward;  and  so  it  does 
not  depend  on  what  we  have, 
but  on  what  we  are. 
Henry  Van  Dyke 
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NJCfe  walk  tolbkyo 
three  times  a  week. 
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attendants  work  nons 
from  Los  Angeles  to  Seattle  to  Tokyo  to 
Bangkok.  With  smooth-fcs-silk  service  to  33 
cities  iri  26  countries.  So1  while  Boeing  assures 
-  us  that  our  call  buttons  do  work,  it'll 


J  be  a  sorry  day  inThailand  if 
%  m  1UI  you  ever  have  to  use  one. 


ow  man  was  meant  to  fly 


When  your  company 
works  hard  for  money  money  should 
work  hard  for  your  company 


The  Chemical  Solution: 
ChemSphere  Consulting. 


ChemSphere  Consulting  puts  your  company's 
money  to  work  full-time. 

How  hard  your  company's  money  works  de- 
pends on  how  efficiently  you  collect,  use  and  dishurse 
it.  ChemSphere  consultants  identify  and  analyze  your 
cash  management  problems,  then  give  you  objective, 
as  well  as  effective,  solutions.  So  night  or  day, 
whether  your  company's  money  is  here  or  abroad,  you 
know  how  to  make  it  work  hardest  for  your  company. 

ChemSphere  Consulting  solutions  are  already 
working  for  hundreds  of  organizations  worldwide. 

Companies,  financial  institutions  and  govern- 
ments around  the  world  are  already  profiting  from  our 
proven  cash  management  consulting  services.  And  so 
can  you,  no  matter  how  unique  or  complex  your  cash 
management  problems  are. 


A  team  of  consultants  that's  part  of  the  solution, 
not  part  of  the  problem. 

ChemSphere  cash  management  consultants  ar 
experts  who  offer  you  a  broad  range  of  experience, 
from  banking  and  economics  to  finance  and  compute 
technology.  They  make  it  their  business  to  define  yew 
cash  management  problems,  and  to  provide  objective 
solutions  tailored  to  meet  them. 

Tell  us  about  your  cash  management  problems. 
We'll  tell  you  about  the  Chemical  solutions. 

Mention  ChemSphere  Consulting  to  your 
Chemical  account  officer.  Or  write  W.  D.  Baird,  Jr. , 
Senior  Vice  President,  Chemical  Bank,  20  Pine  Stree 
N.t,  N.Y  10005.  Or  call  us  at  (212)  770-3600.  We'll 
tell  you  more  about  how  cash  management  problems 
disappear  with  the  Chemical  solution. 


C|-EMICALBaINK 

Leader  in  worldwide  cash  management. 


4 


GRAND  AWARD. 
THE  ONLY  12  YEAR  OLD 

CANADIAN  WHISKY 
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12  years.  That's  how  long 
this  Canadian  whisky,  takes. 

12  years  to  allow  a  blend  of 
the  finest  whiskies  to  marry  per- 
fectly. To  achieve  an  unrivaled 
smoothness.  And  an  absolutely 
remarkable  richness  of  taste. 

Grand  Award.  No  other 
Canadian  whisky  tastes  like  it. 

No  other  is  presented  at 
9jf$  proof. 

X  And  in  the  tradition  of  items 
of  rare  and  exceptional  quality, 
only  a  limited  amount  of  Grand 
Award  is  available  each  year. 


r.,1979  GRAND  AWARD  -12  Years  Old  90  4  Proof  Imported  in  the  bottte  from  Canada  by  Hiram  Walker  Importers.  Inc.,  Detroit,  Mich.  Blended  Canadian  Whisky 


Senior  Executives 

How  To  Win  New  Jobs 
From  $50,000  To  $300, 

Do  you  know  the  one  organiza- 
ion  in  America  that  has  the  most 
xperience  at  marketing  execu- 
ives  into  better  jobs? 

It's  Robert  Jameson  Associates, 
n  affiliate  of  Performance 
)ynamics  International,  the 
lation's  leading  outplacement 
onsulting  firm. 

While  we  market  executives  at 
11  levels,  our  program  for  those 
if  you  worth  from  $50,000  to 
300,000  is  based  upon  some  very 
pecial  knowledge  and  insight.  In 
act,  if  you  are  qualified  for  our 
ssistance,  the  chances  are  that  a 
narketing  program  by  Robert 
ameson  would  bring  you  more 
nterviews  and  offers  than  you 
ould  ever  hope  to  achieve  on 
our  own. 

Vhat  is  the  marketing  program 
>f  Robert  Jameson  Associates? 

Briefly,  it's  an  intensive  effort, 
me  that  requires  the  assign- 
nent  of  a  team  of  top-flight 
>rofessionals  to  help  each  person 
meet  highly  individualized  job 
earch  goals. 

Our  objective  is  to  introduce 
mr  clients  to  opportunities 
ffering  challenge,  stature  and 
inancial  reward ;  to  maximize 
heir  ability  togrow;and  toenable 
hem  to  win  jobs  which  satisfy 
heir  needs  for  contributing  to  an 
•rganization. 

How  do  we  do  this?  Well,  we 
tart  by  identifying  their  market- 
ble  assets,  pinpointing  career 
nd  industry  options  .  .  .  and 
leveloping  a  detailed  "game 
>lan"  for  getting  interviews  on  a 
liscreet  basis. 

We  then  update  them  on  the 
atest  search  techniques . . .  write  all 
esumes  and  letters  .  .  .  handle  all 
•rinting  .  .  .  and  when  advisable, 

Robert  Jameson 
Associates 

Executive  Marketing  and 
Corporate  Outplacement 


BURUN6MNE 
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sharpen  their  presentation  skills 
in  our  color  television  studios. 

When  they  are  ready  to  go  into 
the  job  market  we  also  supply 
contacts.  This  is  done  through 
a  sophisticated  Computer  Infor- 
mation System  covering  most  of 
the  nation's  employers,  and  it's 
an  incredible  time  saver. 

(By  the  way,  we're  also  the 
only  firm  in  the  U.S.  with  a 
research  department  that  can  put 
an  executive  in  touch  with  85% 
of  all  newly  released  openings. . . 
and  that 's  in  all  areas,  from 
London  to  Seattle,  and  from  Los 
Angeles  to  Boston.) 

For  most  senior  executives, 
we  manage  the  entire  effort ...  do 
all  the  hard  work  .  .  .  and  market 
them  to  carefully  selected 
organizations  throughout  the 
world.  As  part  of  our  work,  we 
then  continue  assisting  each  client 
right  up  through  negotiation  of 
the  complete  financial  package 
and  contract. 

What  types  of  executives  are 
marketed  by  Robert  Jameson? 

Robert  Jameson  Associates 
has  successfully  marketed  top 
executives  from  all  walks  of  life. 
Our  clients  have  included  presi- 
dents of  Fortune  500  companies, 
retiring  admirals  and  generals, 
former  political  leaders  and  uni- 
versity presidents. 

One  of  the  reasons  for  our 
success  is  our  own  select  group 
of  professionals.  Their  experience 
cuts  across  all  of  American 
industry,  and  they  are  the 
country's  foremost  experts  in 
executive  marketing. 

Another  reason,  quite  frankly, 
is  that  we  are  highly  selective.  We 
accept  as  clients,  for  our  senior 
executive  program,  only  those 
who  with  our  assistance 


can  reasonably  expect  to  attain 
their  desired  goals,  and  who  are 
as  committed  to  excellence  in 
their  field  as  we  are  in  our  own. 


What  are  the  costs,  and 
how  much  time  does  it  take? 

The  precise  cost  depends  on 
exactly  what  we  do  in  each 
situation.  However,  our  pro- 
fessional fees  are  100%  tax 
deductible.  Also,  one  of  the  best 
parts  about  Robert  Jameson 
Associates  is  that  we  have  a  wide 
range  of  capabilities  and  we  can 
tailor  our  program  .  .  .  depending 
on  how  we  assess  your  needs. 

As  far  as  timing  is  concerned, 
the  speed  depends  upon  the 
specifics  of  your  situation,  and 
how  fast  you  wish  to  move. 

Here's  what  others  say 

Business  Week  has  written  2 

articles  on  just  some  of  Robert 

Jameson's  ideas  and  called  them 

"indispensable. " 

Personnel  Magazine  saicf  the 

Robert  Jameson  system  is  "a 

breakthrough.  " 

In  the  last  year  alone,  our 

ideas  have  been  the  subject  of 

articles  in  more  than  200  media. 

How  to  learn  more 
without  cost  or  obligation 

To  discuss  your  personal  situa- 
tion and  to  find  out  if  we  have  a 
mutual  interest,  we  invite  you  to 
call  or  write  in  total  confidence, 
Mr.  Henry  Lesher  of  our  Senior 
Executive  Division  at  (201) 
887-8800.  After  a  preliminary 
assessment  of  your  situation, 
we'll  be  happy  to  forward 
full  information  about  our  firm, 
and  the  types  of  assistance  we 
can  make  available  to  you. 


Corporate  Headquarters: 

400  Lanidex  Plaza,  Parsippany,  New  Jersey  07054 
Telephone:  (201 )  887-8800  -  Other  offices  in: 
Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Detroit 
Long  Island  •  New  York  •  Philadelphia  •  Pittsburgh 
Stamford  and  Washington,  D.C. 
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Cover  Story:  How  and 

why  Fayez  Sarofim, 
Houston's  brilliant  Egyp- 
tian-born money  man- 
ager, makes  a  strong  case 
for  the  prospects  of  the 
U.S.  economy.  89 
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stake  Mining  raise  its  dividend  and  split  its  stock  last 
month,  just  after  gold  prices  tumbled  40%  ?  Simple:  Even  at 
$500  an  ounce,  gold  is  twice  what  it  was  last  year,  and 
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Therels 
on  the  y| 

technological 


The  plane  is  the  Lockheed  L-1011 
TriStar  and  the  engine  is  the 
Rolls-Royce  RB211.  The  most  tech- 
nologically advanced  combination 
available;  a  combination  that  airlines 
have  found  hard  to  resist. 

In  recent  months,  the  demand 


forL-1011s  has  been  higher thar 
anytime  since  the  initial  flood  c 
launch  orders.  Pan  Am,  the  wo 
most  experienced  airline,  isnovi 
operating  the  L-1011-500  with 
orders  and  options  for  26  airpla 
Fuel  economy  was  a  major 


engine 
d's  most 


deration  in  Pan  Aid's  selection, 
eysaid,  theL-1011-500  will 
de  the  lowest  cost  per  plane 
)f  any  of  the  wide-bodied  inter- 
dental aircraft." 
his  saving  is  due  to  the  com- 
ion  of  the  advanced  Lockheed 


airframe  and  its  Rolls-Royce  engines. 

Perhaps  that's  why  on  every 
single  L-1011  ever  built, 
there's  only  one  engine. 

Rolls-Royce. 

ROLLS-ROYCE  INC.,  375  PARK  AVE 
NEW  YORK.  NEW  YORK  10022 
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PAID  CIRCULATION  OVER  6S0.0O0 


Forbes  introduced  its  regular  Money 
Men  feature  in  November  1968.  The  sub- 
ject of  the  first  profile  was  Arthur  Rock, 
the  San  Francisco  venture  capitalist.  Edi- 
tor Jim  Michaels,  who  developed  the  idea 
for  the  feature  and  shaped  its  form,  inter- 
viewed Rock.  When  the  interview  was 
over,  of  course,  Michaels  had  just  one 
more  question:  Were  there  some  other 
money  managers  Rock  particularly  re- 
spected that  Forbes  ought  to  know- 
about-  In  reply,  Rock  pointed  in  a  south- 
easterly direction  and  recommended 
that  Forbes  look  into  a  money  manager 
in  Houston  with  the  exotic  name  Fayez 
Sarofim. 


really  happened  and  promises  to  ke| 
happening.  .  .  ." 

Forbes  caught  up  with  Sarofim 
in  mid- 1974.  The  stock  market  a 
time  was  a  disaster  area,  with  the  ge| 
economy  in  the  sharpest  recession 
World  War  II  and  many  individual  si 
selling  at  their  lowest  prices  in  dec| 
Sarofim,  however,  saw  only  bar) 
While  so  many  other  money  men 
getting  out  of  stocks  into  bonds,  Sf| 
kept  on  buying. 

A  few  weeks  ago,  with  the  ecorl 
again  in  recession  and  hordes  of  dou| 
again  in  evidence,  Forbes  called  on 
fim  again.  That  led  to  further  convl 


Senior  Editor  Rudrutsky  and  Arabic  issue  Consultant  El-Aiouty 


Forbes  caught  up  with  Sarofim  early 
in  1969.  Sarofim,  Egyptian-born  and 
U.S. -educated,  was  relatively  obscure  in 
those  days,  even  within  the  Houston 
business  community.  Although  it  had 
taken  him  only  a  decade  to  build  his 
business  to  the  point  where  he  had  some 
SI  billion  in  pension  and  endowment 
funds  in  his  care,  the  financial  press  was 
scarcely  aware  of  him.  How  did  you 
come  so  far  so  fast?"  we  had  asked, 
among  other  things,  in  1969.  His  reply  is 
as  relevant  today  as  it  was  then.  Because 
he  was  a  foreigner,  he  said,  he  simply 
didn't  worry  about  some  of  the  "prob- 
lems" that  seemed  to  distress  so  many 
U.S.  money  managers.  "At  every  turn 
during  my  ten  years  in  business,"  he 
said,  "there  have  been  hordes  of  doubt- 
ers— worried  men  preoccupied  with  fears 
of  lurking  disaster.  But  look  at  what  has 


tions  and  the  result  of  all  of  them  is 
cover,  story  in  this  issue  (see  p  89).  1| 
long  visit  with  Sarofim  in  Houston 
in  subsequent  talks,  it  became  cleall 
Senior  Editor  Howard  Rudnitsky  and{ 
Yassin  El-Ayouty,  Editorial  Consultt| 
to  our  annual  Arabic  edition,  that  Sa 
fim  retained  a  unique  vision  of  the  l| 
economy,  a  keen  sense  of  what's  go  I 
on  at  the  moment  coupled  with  a  of 
stant  awareness  of  history. 

Fayez  Sarofim  had  paid  something  c| 
price,  however,  over  the  years.  Over  1| 
coffee  and  croissants  in  his  Houston 
fice,  Egyptian-born  El-Ayouty  had  pass) 
along  to  Sarofim  recent  copies  of  soil 
Cairo  newspapers,  thinking  he  would  (I 
joy  encountering  his  mother  tongl 
again.  Sarofim  smiled,  sighed  and  saf 
"I've  been  away  so  long  I  can  hardlv  re| 
Arabic  anymore." 
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OF  COURSE 
OUR  PARTNERS  HAVE 
A  HEAD  FOR  FIGURES. 

They  wouldn't  represent  \ 
a  major  CPA  firm  if  they  didn't./ 

BUT  THEY'RE  NOT 
FIGUREHEADS. 

/       They  wouldn't  represent 
\  Laventhol  &Horwath  if  they  were. 


ery  national  Certified  Public  Accounting  firm  — 
luding  Laventhol  &:  Horwath  —  has  partners  with 
pressive  credentials.  But  that  doesn't  mean  much  for 
ar  company  unless  the  partner  who  is  assigned  to 
jr  business,  really  gets  involved  in  your  business.  At 
venthol  &:  Horwath,  our  partners  get  involved. 

,  The  L&H  partner  who  works  with  you  has  the 
:kground  and  experience  to  understand  your  indus- 

as  well  as  your  company.  When  you  need  him,  he  is 
?re  offering  that  added  perspective  that  may  help 
rease  the  efficiency  of  your  operation. 

When  a  Laventhol  8c  Horwath  partner  doesn't 
ve  the  answers  on  hand,  he  knows  where 
get  them.  Each  one  of  our  partners  has 
entire  worldwide  network  of  experts 
d  specialists  at  his  command.  On  any 
?cific  matter,  he  may  refer  you  to  other 
sfessionals  within  the  firm,  but  your 


partner-contact  always  stays  on  top  of  the  situation. 

Our  philosophy  of  partner  involvement 
has  helped  Laventhol  8c  Horwath  become  one  of  the 
nation's  largest  CPA  firms.  We  have  offices  in  34 
domestic  cities  as  well  as  direct  representation  through 
Horwath  8c  Horwath  International  in  50  countries 
around  the  world.  We  have  over  60  years  of  experience 
in  providing  a  range  of  accounting,  tax  and  consulting 
services  to  all  industries.  And  the  development  of 
specific  programs  has  helped  us  build  a  reputation  as 
leaders  in  such  industries  as  Health  Care,  Real  Estate 
and  the  Leisure  Time  industry. 

When  your  company  deals  with 
any  office  of  Laventhol  8c  Horwath,  you  deal 
directly  with  a  partner  who  offers  sound 
accounting  practices  plus  insight  into  your 
specific  needs.  At  L&H,  we  don't  have  any 
figureheads.  It  just  doesn't  figure. 


Laventhol  &  Horwath 

CERTIFIED  PUBLIC  ACCOUNTANTS 

UR  PARTNERS  WORK  WITH  YOU.  THAT'S  WHY  THEY  WORK  WITH  US. 

Laventhol  &  Horwath  U.S.  Offices:  Anchorage,  Alaska  •  Atlanta,  Georgia  •  Atlantic  City,  New  Jersey  •  Boston,  Massachusetts* 
Carbondale,  Illinois  •  ( lhai  lotte,  North  Carolina  •  Chicago,  Illinois  •  Cleveland,  Ohio  •  Dallas,  Texas  •  Denver,  Colorado  • 
etroit,  Michigan*  East  Brunswick,  New  Jersey  •  Harrisburg,  Pennsylvania  •  Houston,  Texas  •  Kansas  City,  Missouri  •  Las  Vegas,  Nevada 
•  Los  Angeles,  California  •  Melville,  Long  Island,  New  York  •  Miami,  Florida  •  Minneapolis,  Minnesota  •  Newport  Beach,  California  • 
New  York,  New  York  •  Philadelphia,  Pennsylvania  •  Portland,  Oregon  •  Providence,  Rhode  Island  •  St.  Louis,  Missouri  •  San  Diego, 
California  'San  Francisco,  California  •  San  Juan,  Puerto  Rico  •  Seattle,  Washington  •  Tampa,  Florida  •  Tucson,  Arizona  • 

Washington,  D.C.  •  Wilkes-Barre,  Pennsylvania.  ©i98o  Laventhol  &  Horwath.  Philadelphia,  pa 


Ahead  in  stopping  power 

Goodyear  has  been  the  world  s  leading  producer  of 
aircraft  brakes  for  many  years  Space  age  materials 
are  helping  to  maintain  that  leadership  Goodyear 
carbon  disks  weigh  less  than  half  as  much  as  steel 
brake  disks— and  last  nearly  three  times  longer  De- 
veloped for  the  Air  Force,  they  re  now  being  used 
on  business  jets. 


Ahead  in  comfort 

Goodyear  s  Airfoam  1 1  mattress  cores  give  you  far 
more  comfort  than  old-fashioned  slab-of-foam 
designs  Theirspecial  high-resiliencyfoam  is  mold 
into  hundreds  of  individual  pillows,  engineered  tc 
give  you  support  that  fits  your  body  They  re  f irme 
under  your  chest  and  hips,  softer  under  your  hea< 
and  legs  Only  Goodyear  makes  this  kind  of  form- 
fifting  mattress  core. 


Airfoam  II*  Tiempo*— The  Goodyear  Tire  &  Rubber  Company 


loves  out  front 
ut  ahead 


Ahead  in  keeping  fit 

er  America,  people  are  jogging  on  Goodyears 
ipply  more  athletic  soles  to  the  U  S  shoe  in- 
/  than  anyone  else  It's  not  surprising— we've 
in  the  shoe  business  since  1904  And  our  tire 
lology  has  been  a  big  help.  After  all,  a  good 
ng  shoe  and  a  good  tire  have  a  lot  in  common— 
Taction,  comfort,  and  long  wear 


Ahead  in  all  seasons 

The  Goodyear  Tiempo  is  a  tire  for  all  seasons.  Its 
special  tread  is  designed  to  dig  in  on  snow,  but  run 
quiet  on  dry  roads.  Snow  tire,  rain  tire,  sun  tire — 
Tiempo  gives  you  all-year-round  performance.  No 
wonder  America  made  it  Goodyear  s  best-selling 
new  tire  ever. 


KM 


GOODfVEAR 
Out  front.  Pulling  away. 


Trends 


Edited  By  John  A.( 


Uncle  Sam's  railroad 

Uncle  Sam  has  controlling  interest  in  a 
defunct  railroad  and  doesn't  know  what 
to  do  with  it.  During  12  years  of  reorga- 
nization, the  bankrupt  Central  Railroad 
of  New  Jersey  (now  called  Central  Jer- 
sey Industries)  paid  back  some  federal 
loans  with  stock,  so  the  Justice  Depart- 
ment now  has  24%  of  it.  John  Broad- 
ley,  the  Justice  lawyer  in  charge,  calls 
the  whole  thing  "somewhat  of  an  em- 
barrassment" and  says  Washington  is 
still  mulling  what  action  to  take  at  the 
company's  annual  meeting  in  June. 
"The  government  has  found  itself  in 
the  position  of  not  wanting  to  run  the 
company,"  he  says,  "but,  on  the  other 
hand,  of  not  wanting  to  sit  back,  watch 
and  do  nothing."  (The  government  did 
end  up  with  bigger  dollar  holdings  in 
the  Penn  Central  but  they  represented 
only  1%  to  2%  of  the  stock.)  The 
stakes  in  Central  Industries  are  not 
small.  It  owns  about  $30  million  in  real 
estate  and  right-of-way  and  $20  million 
in  cash;  still  to  come  is  $60  million  to 
$100  million  more  from  Conrail,  which 
took  over  Central's  tracks  and  trains  in 
1976.  The  shareholders  will  vote  in 
June  on  whether  the  company  should 
be  liquidated  or  stay  a  holding  company 
and  thus  be  able  to  use  its  $66  million 
tax-loss  carryforward  to  make  acquisi- 
tions. Either  way,  says  Jack  Kneafsey,  a 
Bache  Halsey  Stuart  analyst  who  fol- 
lows the  stock,  the  government  should 
do  all  right.  The  shares  (traded  on  the 
Philadelphia  exchange),  Kneafsey  says, 
are  "dramatically"  underpriced. 

Cracks  in  the  nest  egg 

The  Japanese,  whose  thrift  is  one  of  the 
wonders  of  the  world,  are  displaying  the 
first  signs  of  the  buy-now-pay-later  syn- 
drome. The  country's  savings  rate  ran 
about  22%  of  income  through  most  of 
the  1970s  (compared  with  about  6%  in 
the  U.S.  and  14%  in  West  Germany). 
This  year,  however,  while  real  income 
has  slipped  a  little,  consumption  has  held 
up,  sure  evidence  that  the  Japanese  are 
dipping  into  savings.  Also,  for  the  first 
time  in  more  than  20  years,  Japan's  Post- 
al Savings  System,  the  biggest  depository 
in  the  country,  showed  a  smaller  year-to- 
year  increase  in  deposits.  The  Japanese 
do  borrow,  of  course — one  bank  survey 
sJiows  that  consumer  loans  have  in- 
creased almost  14%  over  the  past  four 
years — but  90%  of  their  debt  has  been  for 
housing.  In  the  U.S.,  by  contrast,  home 
loans  account  for  about  75%  of  consumer 
borrowing.  The  Postal  Savings  System 
trend,  if  it  persists,  could  spell  real  trou- 
ble for  Tokyo  as  those  savings  are  used  to 
back  any  government  investment  pro- 


grams that  fall  outside  the  general  bud- 
get. Any  slowing  of  growth  in  bank  sav- 
ings, moreover,  will  shrink  the  yen  avail- 
able to  fund  the  government's  big  bond 


issues. 


The  not  so  golden  years 

The  groundswell  of  groans  from  retired 
Americans  about  inadequate  income  is 
echoed  in  the  feelings  of  workers  who 
still  have  the  so-called  golden  years 
ahead  of  them.  That  is  the  heart  of  the 
findings  of  a  survey  of  6,600  households 
by  the  President's  Commission  on  Pen- 
sion Policy.  "Our  survey  found  a  pro- 
found pessimism  in  this  country  about 
retirement  prospects,"  Thomas  Wood- 
ruff, the  commission's  executive  direc- 
tor, told  the  Senate.  A  sobering  63%  said 
they  did  not  expect  their  retirement  in- 
come to  cover  their  needs.  Nearly  89% 
expected  to  get  Social  Security  benefits, 
and  almost  58%  expected  those  checks 
to  be  their  primary  source  of  income. 
Less  than  48%  were  counting  on  private, 
employer-based  pensions,  and  only  about 
22%  expected  them  to  provide  their 
main  support.  Reflecting  the  American 
inclination  to  opt  for  the  grasshopper 
over  the  ant,  a  scant  15%  of  the  house- 
holds planned  to  rely  on  their  savings. 
And  less  than  2%  were  banking  on  fam- 
ilies or  children  to  comfort  their  old  age. 

The  power  behind  inflation 

Electricity  in  the  U.S.  has  always  looked 
like  a  bargain  compared  with  the  rest  of 
the  world,  but  that  is  changing — fast. 
During  the  year  that  ended  Mar.  30,  the 
cost  of  power  in  the  U.S.  rose  26.1%, 
while  other  prices  by  the  most  common- 
ly used  measure  went  up  14.7%,  accord- 
ing to  a  study  by  National  Utility  Ser- 
vice, a  New  York-based  consulting  firm 
with  more  than  23,000  clients  around 
the  world.  (It  monitors  utility  bills,  keeps 
half  of  any  savings.)  The  huge  U.S.  in- 
crease contrasted  with  results  in  coun- 
tries where  power  prices  stayed  in  step 
with  others.  In  Australia,  for  instance, 
electricity  went  up  9.2%,  inflation 
10.6%.  West  Germany's  inflation  rate 
was  4%;  its  electricity  went  up  3.4% ; 
South  Africa's  rates  climbed  13.3%  vs. 
inflation  of  13.2%;  Great  Britain  paid 
17.9%  more  for  power  while  its  inflation 
hit  18.1%.  Fuel  was  a  big  factor,  the 
study  found;  countries  relying  primarily 
on  coal  had  electric-cost  rises  closely  par- 
alleling other  prices.  Government  policy 
also  helped.  Germany  subsidizes  its  coal 
industry,  for  example,  and  South  Africa's 
utilities  have  pledged  themselves  to  keep 
costs  at  or  below  inflation  rates  through 
1984.  Americans,  it's  true,  still  have  an 
edge,  but  it's  fast  disappearing.  In  March 


1979,  a  kilowatt-hour  in  West  C  imtfi 
cost  5.3  cents;  in  March  19^1 
cents.  In  the  U.S.  a  kilowatt  hoi 
cents  in  March  1979,  cost  4.31  J 

1980.  And  even  recession  won! 
according  to  National  Utility  S| 
executive  vice  president,  Sarkis  S| 
ian.  "It's  a  catch-22,"  he  says.  "U I 
trie  costs  will  continue  to  soar  I 
utilities  will  have  to  raise  prices  il 
revenue  lost  from  conservation  I 
creased  demand." 

Agnelli  in  America  I 

Detroit  may  be  stuck  in  low  gel 
foreign  investors  are  finding  thl 
auto-parts-replacement  market  a  J 
one.  IFINT,  an  arm  of  Italy's  Gil 
Agnelli  (Fiat  automobiles,  tractors! 
trucks,  etc.),  has  swept  up  four  scl 
placement-parts  manufacturers 
last  three  years:  Moog,  the  St.  I 
maker  of  wheel-alignment  equifl 
CR  Industries,  gaskets  and  sealinl 
lero,  brakes;  and  OEM  Industries! 
ing  and  emissions  gear.  IFINT's  L| 
sets  now  amount  to  about  $300  rrl 
over  70%  in  parts-replacement  I 
That  is  hardly  a  threat  to  rivals  likl 
billion  TRW  Inc.  or  $2.8  billion  I 
Corp.,  but  IFINT  might  claim  a  s| 
cant  market  share.  Jack  Creamer,  .1 
necticut    auto    consultant  whcl 
worked  closely  with  press-shy  IFINI 
other  acquirers  in  the  field,  says  J 
Agnelli  interests:  "They  paid  a  pre 
for  these  profitable,  well-managed  I 
panies.  CR  and  Moog  especially  I 
family  operations,  premier  companl 
their  special  fields,  returning  7%  I 
taxes."  Meanwhile  IFINT  has  its  el 
more  growth,  according  to  Creame  I 
is   "aggressively  searching"  for 
auto-parts-replacement  companiel 
buy  with  its  60-cent  dollars. 

Did  anyone  notice? 

Despite  the  inflation  surge,  real  per  I 
ta  income  in  the  U.S.  actually  werl 
2%,  according  to  the  way  the  Comrrl 
Department  figures  things.  IncomJ 
creased  11%  last  year,  to  $8,706,1 
department  says,  while  prices,  measl 
by  what  it  calls  the  "implicit  price  dl 
tor,"  rose  8.8%.  The  2.2%  different! 
the  increase  in  real  income.  The  defl  I 
one  school  of  analysts  claims,  is  rl 
accurate  than  the  Labor  Departmil 
Consumer  Price  Index  (which  dial 
13.4%  in  1979)  because  the  latter  I 
more  emphasis  on  mortgage  intel 
rates.  The  CPI,  these  analysts  say,  ttl 
to  overstate  housing  costs  becausJ 
treats  mortgage  rates  as  if  every  famill 
the  country  was  in  the  market  at  I 
same  time.  States  with  the  larges:| 


10 


FORBES,  IUNE  9, 


Great  problem  solvers 
of  the  20th  century. 


The  Wright  Brothers 


First  there  was  Freud. 
Then  Madame  Curie. 

Then  Einstein,  the  Wright  brothers,  Henry  Ford 
and  Leo  Brandstatter. 
Leo  Brandstatter? 

Like  all  AIG  Risk  Management  account  execu- 
tives, he's  doing  for  his  profession  what  other  greats 
have  done  for  theirs. 

Solving  problems  that  many  would  consider 
unsolvable. 

Like  setting  up  note  programs  to  improve  cash 
flow  where  there  is  none. 

Using  captive  reinsurance  facilities  in  developing 
plans  to  minimize  your  income  tax. 

And  making  financial  protection  affordable  at  a 
time  when  everything  else  isn't. 


AIG  has  one  of  the  most  experienced  risk  manage- 
ment services  anywhere. 

In  fact,  our  people  have  solved  problems  that 
others  don't  even  know  exist. 

That's  important  for  you  to  know. 

Because  when  it  comes  to  solving  problems,  a 
company  that's  still  gaining  experience  could  leave 
you  with  a  bad  experience. 

Which  is  why  the  world  will  always  remember  the 
contributions  of  Freud,  Einstein  and  Brandstatter. 

The  AIG  Companies. 

Let  us  take  the  risks. 


For  more  information,  contact  AIG  Risk  Management.  Dept  A,  70  Pine  Street.  New  York.  N.  Y.  10005.  A  Member  Company  of  American  International  Group. 


IT  TAKES  MORE  THAN  A 
GREAT  LOCATION  TO 
MAKE  AGREAT  LOCATION. 


Excellent  market 
proximity  and  hundreds  of 
other  factors  add  up  to 
making  Arkansas  one  of 
America's  Top  Ten  Business 
Climates.  There  are  two 
specific  factors  that  make 
Arkansas  The  Great  Loca- 
tion: readily  available,  com- 
petitively priced  energy,  and 
a  very  productive  workforce. 

While  industries 
everywhere  are  in  dire  need 
of  more  and  different  sources 
of  energy,  Arkansas  manu- 
facturers have  consistent 
supplies  of  a  variety  of 
energy  types.  They  know  they 
have  The  Great  Location. 

With  declining  worker 


productivity  nationwide, 
manufacturers  in  Arkansas 
are  happily  realizing  an 
actual  increase.  Especially 
over  the  productivity  they 
measure  at  their  operations 
in  other  states. 

Even  if  you  have 
a  great  location,  physically, 
you  may  not  have  the  energy 
and  productivity  that  makes 
Arkansas  The  Great  Location. 
For  further  information, 
please  write  or  call  Arkansas 
Department  of  Economic 
Development— F,  One  State 
Capitol  Mall,  Little  Rock,  Ar- 
kansas 72201.  (501)  371-7675. 


Money  market  funds 
are  all  alike: 

□  True 
M  False 


All  money  market  funds  are  not  alike! 
Vanguard  Money  Market  Trust  stands  out  in 
several  important  ways. 


1 .  First  of  all,  we  offer  you  a  high  quality  portfolio— designed  to  achieve  the 
best  possible  yield  consistent  with  protecting  your  capital  and  maintaining  your 
liquidity.  Among  other  safeguards:  Your  money  stays  in  the  U.S.A.— no 
Eurodollar  CD's  or  other  "offshore"  investments. 

2.  Our  operating  costs  are  among  the  lowest  of  all  money  market  funds— under 
43 1  per  $100  of  assets.  This  increases  your  effective  yield.  And  there  are 

no  add-on  charges. 

3.  Our  new  Portfolio  Two— which  conforms  to  the  recent  Federal  Reserve 
requirement— allows  for  the  transfer  of  your  money  to  the  higher  yielding 
Portfolio  One  as  asset  capacity  permits. 

As  an  investor,  you  also  enjoy  our  other  money  market  fund  benefits, 
including:  •  No  sales  charges  or  redemption  fees  •  Convenient  daily  liquidity 
•  Stabilized  $  1 .00  share  value  •  Free  checkwriting  service  •  Statements 
monthly  and  with  every  transaction  •  Initial  investment  only  $3000. 


Vanguard 


MONEY  MARKET  TRUST 
PORTFOLIO  TWO 


-FORN-503 


/  would  like  more  complete 
information  including  advi- 
sory fees,  distribution  charges 
and  other  expenses.  Please 
send  me  a  Prospectus  so  I 
may  read  it  carefully  before 
1  invest  or  send  money. 


Drummer's  Lane,  Valley  Forge,  Pennsylvania  19482 


City . 


State  . 


.  Zip  . 


To  learn  more,  and  for  a  free  Prospectus 


CALL  TOLL-FREE:(800)  523-7910 

In  Pennsylvania  call  (800)  362-7688 
THE  VANGUARD  GROUP  OF  INVESTMENT  COMPANIES 


Trends 


capita  gains,  by  Commerce  reck 
were  Arizona,  Florida,  Indiana,  K 
Maine,  Oklahoma  and  West  Vi 
those  with  the  smallest  gains  were 
ka,  Idaho,  Iowa,  Maryland,  Miq 
Montana,  Nevada,  North  DakotJl 
egon  and  Utah. 


f 


The  working  seniors 

Despite  the  specter  of  eroding  in 
Americans  seem  to  be  ignoring  th 
law  that  raised  the  mandatory 
ment  age  limit  from  65  to  70  in  ]i 
1979.  Instead,  the  typical  worker  h 
ting  long  before  reaching  65.  Th 
dence  suggests  that  those  still  on  I 
at  65  will  keep  on  punching  the  cloj 
they  form  a  decided  minority,  witt 
er  than  20%  of  men  over  that  age  9 
the  labor  force.  Less  than  8%  1 
1,825  General  Electric  employees 
retired  on  Jan.  1,  this  year,  for  ins( 
were  65  or  older.  The  average  retirq 
age  at  GE,  in  fact,  is  62'/2.  Federal 
ers  (who  once  had  to  retire  at  age  / 
who  now  can  work  on  indefinitely 
tend  to  retire  early,  too.  Their  pa 
has  always  been  to  quit  young,  take 
jobs  and  qualify  for  Social  Security 
fits  to  add  to  their  government  pen 
which  are  fully  indexed  to  match 
tion.  The  ten  best  retirement  stat 
the  1980s,  incidentally,  will  be  Alal 
Arizona,   Florida,   Georgia,  Louii 
Nevada,  New  Mexico,  South  Carj 
Texas  and  Utah,  according  to  i 
Econometrics,   which  rated  then 
housing,  part-time  work,  recreation 
cilities,  living  and  fuel  costs  and  l| 
Texas,  for  example,  gives  a  $15,00| 
emption  on  assessed  value  of  housj 
owners  over  65. 


A  whiff  of  discriminatio 

Doing  his  bit  to  help  his  state's  bi, 
and  most  troubled — industry,  Michii 
Representative  John  Dingell  wanl 
blame  some  of  the  U.S.  automal 
troubles  on  Washington's  clean-airi 
tectors.  The  Environmental  Protei 
Agency,  he  charges,  is  discriminatii 
favor  of  imports:  "The  data  I 
strongly  suggest  favoritism."  The 
has  run  25  engine  audits  checking  e 
sions  on  1980  domestic  models  and 
1  on  imported  models,  says  Dingell 
ranking  Democrat  on  the  House  C 
merce  Committee,  which  oversees 
Clean  Air  Act.  Last  year,  he  addi 
audits  were  conducted  on  U.S.  cars, 
6  on  Japanese  and  European  import; 
1978,  the  figures  were  26  and  7  an 
1977,  the  first  year  emissions  wei 
measured,  the  EPA  checked  24  Ai 
can  cars  and  1  import. 
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Great  ideas  last  forever 


reat  inventions  have  the  power  to  forever  change  the 
ist. 

Victor  Hasselblad  changed  the  face  of  photography 
rever  with  the  invention  of  the  Hasselblad  fully 
tcrchangeable  camera  system. 

Never  before  and  never  since  has  there  been  a  camera 
stem  to  equal  the  Hasselblad— the  standard  of  versatility 
id  quality  around  the  world.  That's  why  Hasselblad  is 
e  overwhelming  choice  of  professionals  in  every  area 

photography,  from  fashion  to  photo-journalism. 

At  the  heart  of  the  Hasselblad  System  is  the  500C/M, 
ith  its  interchangeable  lenses,  film  magazines, 
ewfinders  and  film  winder.  The  possibilities  for  adapt- 
g  this  basic  camera  to  your  own  purposes  are  limitless: 
I  different  lenses,  7  film  magazines,  8  viewfinders. 


3  winding  devices,  4  focusing  screens,  and  a  vast  array 
of  specialized  accessories. 

The  Hasselblad  500C/M  is  easily  held  in  the  palm  of 
your  hand,  yet  it  gives  you  the  quality  advantage  of  its 
large  2{U  x  27a  negative  size. 

The  Hasselblad  System  has  made  a  profound  contribu- 
tion to  photography.  It  could  make  a  profound  difference 
to  you.  For  a  luxurious  folder,  write  to: 


H  A  S  S  €  L~B  L  A  D 


Victor  Hasselblad  Inc. 

1(1  Madison  Road.  Fairfield,  N.J.  07006,  USA 


TH 


MORTGAGE  MONEY: 

WHO  NEEDS  IT? 
WHERE  WILL  IT  COMI 

FROM? 


You  can't  always  choose  the  best  time  to  buy  a  new  house.  The  new  job  won't 
move  closer.  The  children  won't  stop  growing.  So  you  may  find  yourself  looking 
for  mortgage  money  in  times  like  these,  when  mortgages  are  hard  to  find  and 
even  harder  to  afford. 

Mortgage  money  becomes  more  scarce  and  costly  for  many  reasons, 
but  generally  it  is  because  savings  institutions  are  not  able  to  attract  sufficient 
deposits  and  have  to  pay  more  for  the  funds  they  do  attract.  That's  why  fewer 
loans  are  being  made  and  the  requirements  are  more  stringent.  You're  ready 
to  move,  but  you're  caught  in  a  credit  crunch. 

This  has  happened  off  and  on  for  the  last  15  years.  Yet  millions  of  families  found 
their  mortgage  money.  More  than  a  trillion  dollars  worth  of  new  mortgage 
loans  have  been  made  since  1965.  One  reason  is  that  there  is  a  huge  secondary 
market  for  mortgages,  a  complex  system  of  private  businesses  and  govern- 
ment agencies  which  buys  mortgages  from  the  original  lenders,  thereby  replen- 
ishing their  supply  of  money.  One  part  of  that  market  is  the  Federal  National 
Mortgage  Association,  or  Fannie  Mae,  a  shareholder-owned  corporation 
working  in  the  private  sector. 


CUSHIONING 
THE  CREDIT  CRUNCH 


THE  WINDOW 
THAT 
NEVER  CLOSES 


When  funds  from  other  sources  dry  up  or  are  limited,  Fannie  Mae  is  still  buy- 
ing. Unlike  banks  and  savings  and  loans,  which  usually  must  depend  on  funds 
from  local  depositors,  Fannie  Mae  can  tap  capital  markets  worldwide.  The 
money  we  borrow  is  then  "recycled,"  used  to  purchase  mortgages,  replenishing 
the  supply  available  for  new  loans. 

Since  becoming  a  private  corporation  in  1968,  Fannie  Mae  has  pur- 
chased mortgages  worth  $65  billion  representing  financing  for  close  to 
3  million  housing  units  for  moderate-  and  middle-income  families.  That  makes 
us  the  largest  single  supplier  of  funds  for  home  mortgages. 

Knowing  that  Fannie  Mae  is  always  there  has  created  a  foundation 
of  confidence  for  the  housing  industry,  providing  needed  stability  in  what  had 
been  a  boom-or-bust  business.  During  1979,  for  example,  Fannie  Mae  pur- 
chased $10.8  billion  worth  of  mortgages,  providing  financing  for  more  than 
230,000  homes. 


HE  BABY  BOOM 
IS 

HOUSEHUNTING 


WHAT  IS 
FANNIE  MAE? 


Regardless  of  whether  money  is  tight  or  easy,  interest  rates  high  or  low,  the 
demand  for  home  financing  will  be  increasing.  The  babies  born  during  the 
post-war  boom  are  ready  for  places  of  their  own.  Nearly  32  million  Americans 
reached  30  years  of  age  during  the  70s.  During  the  '80s,  42  million  will  reach 
this  prime  home-buying  age. 

Additional  demands  for  mortgage  funds  will  come  from  some  new 
buyers  in  the  housing  market.  Women  who  head  households,  the  elderly  and 
single  people,  for  example.  Minorities  who  had  found  opportunities  scarce 
or  non-existent  now  have  the  protection  of  the  law  to  help  them  enjoy 
homeownership. 

We  believe  that  by  always  keeping  our  window  open  in  the  secondary 
mortgage  market,  Fannie  Mae  is  also  keeping  the  door  open  to  homeownership 
for  many  Americans. 

Fannie  Mae,  the  Federal  National  Mortgage  Association,  is  a  shareholder- 
owned  corporation  which  helps  meet  people's  housing  needs  by  supplying 
money  to  the  home  mortgage  industry.  We  purchase  mortgages  from  local 
lenders,  thereby  replenishing  their  funds  for  further  lending.  Federal  National 
Mortgage  Association,  3900  Wisconsin  Ave.,  N.W.,  Washington,  D.C.  20016. 


FANNIE  MAE  America's  Mortgage  Resource 


Follow-Through 


RENEW  YOUR  ROOFS 


The  Randustrial®  Roof  Spray  System  resat- 
urates  and  renews  your  dried  out  felt  roofs. 
Our  premium  grade  SHIELD-TITE®  ROOF 
PRESERVER  is  sprayed  over  your  oid  roofs 
by  your  own  men.  We'll  loan  you  our  equip- 
ment and  instruct  your  men  in  its  use.  You'll 
have  watertight,  pliable  roofs  that  will  resist 
the  roughest  weather  for  years  to  come  —  and 
you  save  the  cost  of  hiring  a  contractor. 
Inquire  for  a  copy  of  our  64  page  catalog 
which  contains  all  the  details. 

Send  a  Free  copy  of  your  64  page  catalog  to: 

NAME,  TITLE  

COMPANY  

ADDRESS.  

CITY.  STATE,  ZIP  

PHONE  NUMBER  


area  code  number 


Ftj]  Randustrial 
==sJ  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Avenue 
Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  arc  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York.  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name        (please  print ) 


New  Address 


City 


State 


Zip 


Date  ol  Address  Change 
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The  lords  in  the  tower 

From  the  towers  of  their  billion-dollar 
110-story  World  Trade  Center,  the  lords 
of  the  Port  Authority  of  New  York  and 
New  Jersey  can  view  their  $4  billion 
realm,  the  bridges  and  tunnels  that  link 
the  two  states,  the  airports  and  the  har- 
bor that  link  the  city  to  the  world.  The 
tolls  and  fees  the  PA  collects  on  these 
back  the  top-rated  revenue  bonds  that 
have  delighted  investors  for  almost  60 
years.  Last  year  Forbes  (Oct.  15,  1979) 
thought  it  detected  a  shadow  on  those 
precious  bonds  and  wondered  when  and 
what  the  keepers  of  the  towers  would  do 
to  dispel  them. 

Last  month  they  spoke,  and  the  mes- 
sage from  the  towers  was  aimed  north  to 
Albany  and  south  to  Trenton  where  the 
governors  of  New  York  and  New  Jersey 
wield  their  veto  power  over  the  PA's 
actions.  Clouds  might  be  in  the  offing, 
the  board  of  commissioners  said,  but  it 
was  going  to  be  up  to  the  rainmakers  in 
Albany  and  Trenton  to  chase  them.  Un- 
less and  until  it  was  permitted  to  raise 
tolls  on  its  Hudson  River  crossings, 
Chairman  Alan  Sagner  announced,  the 
PA  was  shelving  a  quarter  of  a  billion 
dollars  in  nonrevenue  projects,  including 
$130  million  for  buses  in  the  two  states. 

The  arithmetic  was  simple.  The  gaso- 
line crunch  had  flattened  traffic  on  the 
river  crossings.  In  1979,  73.9  million  cars 
paid  $1.50  apiece  to  use  them,  an  in- 
crease of  only  450,000  over  1978,  no 
more  than  a  couple  of  good  rush  hours. 
Meanwhile  inflation  had  taken  its  own 
toll  in  rising  costs  and  salaries.  In  the 
past  year,  Sagner  noted,  operating  costs 
on  the  bridges  and  tunnels  had  jumped 
$22  million.  Lewis  L.  Glucksman,  the 
Lehman  Brothers  Kuhn  Loeb  executive 
who  heads  the  PA  finance  committee, 
had  sounded  the  alarm,  telling  the  board 
that  a  gap  was  due  to  come  between 
income  and  expenses,  spelling  trouble  for 
the  revenue  bonds  that  arc  the  PA's  life- 
blood.  "The  structure  of  the  revenue 


bond  business,"  he  says  simply, 
it  must  have  revenues."  And  if  th  l 
not  ominous  enough,  Glucksman 
that  a  shadow  on  revenue  bondjl 
also  "affect  general-obligation  bcl 
the  investor's  mind."  General-oblil 
paper  is  the  lifeblood  of  the  state  HI 
ers  in  Albany  and  Trenton.  Till 
message  to  the  governors  was  thaij 
handing  them  not  the  problem,  t| 
solution. 

The  man  most  on  the  spot 
Jersey  Governor  Brendan  Byrnel 
Hudson  River  tolls,  for  instance,  A 
ied  only  on  eastbound  traffic,  fror| 
Jersey  to  Manhattan;  westbound 
free.  The  PA  also  wants  to  raise  f;| 
the  Port  Authority  Trans-H 
(PATH)  trains  between  Jersey  anil 
town  New  York,  the  mass-transit  si 
it  was  dragooned  into  taking  o| 
1962.  Byrne  has  sworn  that  PAT 
would  be  kept  at  30  cents,  the  rl 
almost  20  years.  The  men  in  the  I 
Trade  Center  hold  another  carc| 
now-frozen  money  for  the  state's 
guered  bus  system  is  the  key  to  hurl 
of  millions  more  in  federal  grants, 
ton's  legislators  are  screaming  tha 
had  been  led  to  believe  that  the  bus 
ey  would  come  strictly  from  stai 
federal  funds,  where  political  muse 
sumably  counts.  But  the  PA  is  inv 
and  so  it  is  in  a  position  to  hold  jf 
buses  for  ransom.  New  York  Go,l 
Hugh  Carey,  of  course,  couldn't  ca  j 
about  fares  in  Jersey,  but  he  sharl 
fellow-Democrat's  concern  becau: 
PA's  freeze  also  affects  importan  | 
jects  on  his  side  of  the  Hudson. 

What  happens  next?  The  P/| 
spelled  out  its  demands:  another  5)| 
raise  in  bridge  and  tunnel  tolls,  to 
automobile.  Notes  Peter  C.  Goldm.l 
the  PA's  39-year-old,  $85,000-a-ye| 
ecutive  director:  When  that  c| 
through,  the  states  can  expect  the 
$272  million  to  thaw.  The  $2  toll  s  i 
stave  off  the  gap  between  incom  I 
outgo  that  Lewis  Glucksman  feare<| 


The  George  Washington  Bridge 

How  the  keepers  of  the  bonds  deal  with  the  powers  in  the  state  ho  uses. 
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and  tunnel  traffic  is  expected  to 
i  static  as  long  as  the  seemingly 
lent  gasoline  crisis  lasts,  Gold- 
hinks.  By  contrast,  he  sees  major 
|i  still  ahead  for  the  PA's  New  York 
rports,  LaGuardia,  JFK  and  New- 
also  sees  better  times  coming  tor 
ade  Center,  which  he  says  is  now 
ented  (or  at  least  leased,  as  some 
s  have  yet  to  move  in).  As  tor 
the  huge  office  complex,  the  prob- 
erc  is  finding  a  customer  to  take 
a  customer  who  could  pay  the 
-and  the  real  estate  taxes  that  a 
authority  doesn't  have  to  meel 
rudential  Insurance  Co.  has  ex- 
1  interest,  Goldmark  says,  but  has 
no  offer.  Meanwhile,  the  revenue 
remain  A-rated,  and  the  PA  has 
intention  of  keeping  them  that 
The  board  has  decided  clearly," 
:ark  says,  that  "we  are  not  going  to 
e  foot  in  the  quicksand  and  wait 
neone  to  throw  us  a  lifeline.  We 
ay  healthy." 


The  ayes  of  Texas 

isnamed  Railroad  Commission  ot 
-oil  regulation  is  really  its  main 
"easily  one  of  the  U.S.'  most  in- 
al  governmental  agencies," 
:  commented  (.y>r  _W  just  before 
:mocratic  primary  to  select  two 
ates  for  commissioners'  seats 
are  three,  serving  six-year  terms), 
b  may  sound  loeal  but  its  clout  is 
:xas  holds  25%  of  U.S.  oil  and  gas 
s.  For  a  change,  the  two  incum- 
unning  faced  real  races  in  the  pri- 
whieh  in  overwhelmingly  Demo- 
Texas  means  certain  election  m 
iber.  (Since  1891,  the  year  the 
as  created,  there  has  never  been  a 
ican  commissioner.) 
challenger,  Jim  Hightower,  37,  a 
ist  and  self-styled  populist,  vowed 
n  or  lose  he  would  make  the  com- 
n  more  visible  to  Texans.  Its 
:rs,  he  charged,  were  too  closely 
the  industries  they  regulated  and 
ir  the  industries  nor  the  commis- 
i  want  the  people  to  know  what 
3."  In  the  balloting,  his  opponent, 
issioner  James  E.  Nugent,  upheld 
<as  tradition  that  incumbents  al- 
'in,  but  his  victory  was  surprising- 
e,  52%  to  48%,  even  though  he 
nt  Hightower  2  to  L.  In  the  other 
owever,  tradition  lost  and  Com- 
n  Chairman  John  H.  Poefner  went 
-by  a  wider  margin — to  State  Rep- 
tive  Arthur  (Buddy)  Temple  III, 
Tme  Inc.'s  viee  ehairman,  Arthur 
Jr.  Commissioner-in-waiting 
!  reportedly  hopes  to  become  a 
nator  one  day. 


jfcj 


The  condo's  of  the  Caymans. 

More  affluent  people  own  condominiums  in  the  Caymans  than  any 
island  in  the  Caribbean. 

When  they  are  away,  many  of  these  luxurious  apartments  can  he  rented 
for  a  few  clays  or  a  few  weeks.  Occasionally  on  short  notice. 

And  at  a  surprisingly  modest  cost. 

A  two  bedroom  beautifully  furnished  apartment  accommodating  six 
persons  for  as  little  as  $10  a  day  per  person  during  the  off-season. 
Or  $15  a  day  per  person  for  two  couples. 

Most  of  these  apartments  are  on  the  beaches.  All  have  maid  servic.e. 
A  cook,  if  desired. 

The  ideal  way  for  a  family  or  two  couples  to  enjoy  a  relaxed  holiday 
in  congenial  surroundings,  unfettered  by  the  demands  and  obligations  of 
conventional  accommodations. 

Good  travel  agents  are  kept  aware  of  these  distinctly  different  lodgings 
available  to  responsible  clients.  Or  call  1)05-444-6551 


Carman  W"  Islands 
Department  of  Tourism 

250  Catalonia  Avenue,  Coral  Gables,  FL  33134 


That  is  why,  before  we  invest  in  a 
company,  we  conduct  in-depth  research. 
We  look  closely  at  fundamental  factors, 
that  should  lead  a  company  to  enjoy 
growing  revenues,  increased  earnings, 
and  higher  dividends. 

If  a  company  can  deliver  these  at  an 
above-average  rate,  we  think  they  will 
result  in  a  higher  market  value,  eventually. 
That  is  what  the  Growth  Stock  Fund 
is  all  about.  Shouldn't  you  consider 
this  approach? 

Call  toll-free  1-800-638-5660.  If 
busy,  or  in  Maryland,  call  301-547  2308 
collect. 


I 


T.  Rowe  Price 
Growth  Stock  Fund 

A  No-Load  Fund 

100  East  Pratt  Street 
Baltimore,  Maryland  21202 


"I 


N.im,' 


A.l.li,-.'. 


/V, 


City 


|  State/Zip 

I   For  more  complete  information,  including  man 
■   agement  fee  and  other  charges  and  expenses, 
I   obtain  a  prospectus.  Read  it  carefully  before 
|^  you  invest  or  send  money 


Like  wine, 

a  company's  future  value  will  depend  on  how  well  it  ages. 
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Flashbacks 


Items  of  interest  from  issues  of  FORBES  of 
60,  50  and  25  years  ago. 

Sixty  years  ago  in  Forbes 

My,  but  what  a  lot  of  noble  patriots  arc 

blossoming  among  our  retail  merchants! 
At  least,  hundreds  of  newspaper  adver- 
tisements tell  us  so.  Almost  every  an- 
nouncement of  a  cut  in  prices  has  been 
accompanied  by  the  statement  that  the 
merchant  has  been  actuated  by  the 
praiseworthy,  unselfish,  patriotic  desire 
to  do  something  for  the  dear  public.  .  .  . 
The  truth  is  that  merchants  in  New 
York,  in  Omaha,  in  Philadelphia,  in  Chi- 
cago and  elsewhere  found  themselves  un- 
able to  dispose  of  their  spring  stocks 
promptly  and  were  being  called  upon 
very  insistently  by  the  banks  to  meet 
their  obligations. 

Why  shouldn't  we  have  more  women 

sitting  on  boards  of  directors-  Take  con- 
cerns which  have  hundreds,  even  thou- 
sands of  women  employees:  Wouldn't  it 
be  sound  business  to  have  one  or  two 
women  at  the  directors'  table"  The  Penn- 
sylvania Railroad,  the  American  Sugar 
Refining  Co.,  the  American  Telephone 
&  Telegraph  Co.,  the  New  Haven  Rail- 
road and  other  large,  old-established 
companies  have  frequently  drawn  atten- 
tion to  the  fact  that  about  half  of  their 
stockholders  are  women.  This  being  so, 
why  refuse  to  have  one  representative 
of  the  sex  on  the  directorate-  Then 
there  are  other  enterprises  whose  prod- 
uct is  bought  almost  wholly  by  women. 
Wouldn't  it  be  wise  for  such  concerns 
to  have  the  benefit  of  the  counsel  of 
one  or  two  women  in  the  direction  of 
the  business? 

It  is  worth  noting  that,  almost  without 
exception,  the  chief  executives  of  Ameri- 
ca's railroads  are  men  who  began  at  the 
very  bottom  of  the  ladder  and  who  have 
won  their  way  upward  by  the  merit  they 
displayed  in  the  filling  of  one  position 
after  another.  It  is  still  true,  to  some 
extent,  that  large  industrial  companies 
are  headed  by  capitalists  or  the  sons  of 
capitalists.  [But]  the  running  of  a  railroad 
is  far  too  difficult  a  job  to  be  filled  satis- 
factorily by  any  rich  man  or  rich  man's 
son  not  trained  from  the  ground  up  to 
discharge  the  multifarious,  responsible 
and  often  perplexing  duties. 

By  resisting  the  temptation  to  buy  un- 
necessary things  at  high  prices,  the  in- 
vestor is  not  only  adding  to  his  own 
peace  of  mind  and  well-being.  He  is  add- 
ing his  mite  to  the  strength  of  the  invest- 
ment market,  making  loanable  funds 
more  readily  obtainable,  and  putting  his 
capital  to  work  where  it  will  help  the 
processes  of  production  and  transporta- 


tion which  must  be  speeded  up  if  the 
living  cost  is  to  be  brought  permanently 
to  a  lower  level.  He  is  refusing  to  buy  at 
present  high  prices,  and  he  is  putting  his 
funds  where  they  will  count  most  in  rid- 
ding the  country  of  price  inflation. 

The  indictment  of  William  Wood  presi- 
dent of  the  American  Woolen  Co.,  for 
alleged  flagrant  profiteering  has  spread 
almost  as  much  alarm  among  wealthy 
profiteers  as  it  has  spread  satisfaction 
among  victims  of  extortionate  prices. 
Should  the  head  of  the  Woolen  Trust  be 
found  guilty  and  sent  to  jail,  profiteering 
in  the  higher  reaches  of  business  would 
cease  instanter. 

Tips  are  being  received  in  influential  cir- 
cles here  that  Russia  is  nearing  the  end  of 
her  reign  of  Bolshevism  and  that  the 
whole  Russian  situation  may  undergo 
complete  transformation  before  long. 
Conditions  there  are  appalling  beyond 
description.  However,  were  a  stable  gov- 
ernment created  and  order  enforced,  it  is 
believed  that  very  extensive  trade  could 
be  developed  between  Russia  and  the 
U.S.  .  .  .  Lenin  and  Trotsky  are  not  ex- 
pected to  outlast  1920. 


Fifty  years  ago 


Unemployment  continues  to  be  a  very 
grave  problem.  Although  additional 
workers  have  been  taken  on  in  certain 
lines,  dismissals  are  still  going  on  in  oth- 
er directions.  Laying  off  workers  should 
be  the  last  recourse  of  employers  who 
find  themselves  under  the  unavoidable 
necessity  of  cutting  down  payrolls.  Put- 
ting all  workers  on  short  time  is  infinite- 
ly preferable  wherever  feasible. 

Not  so  long  ago  the  wiseacres  were  pro- 
claiming that  never,  never  would  the 
U.S.  know  anything  but  prosperity.  Busi- 
ness "cycles"  were  a  thing  of  the 
past.  .  .  .  We  were  assured  that  pros- 
perity was  the  normal  condition  for  this 
wonderful  land. 

Uncle  Sam  is  in  the  market  at  all  times 
for  every  conceivable  commodity  from 
pins  to  battleships.  .  .  .  The  magnitude 
of  this  business  is  indicated  by  the  fact 
that  there  was  appropriated  for  [federal] 
expenditure  during  the  fiscal  year  1930  a 
total  of  S4.5  billion. 

The  latter  part  of  May  and  the  early  part 
of  lune  have  proved  gala  periods  for  long- 
distance flights  and  other  record-break- 
ing feats  in  the  aviation  field.  Perhaps 
the  most  important  flight  has  been  that 
of  the  Graf  Zeppelin,  Germany's  huge 
dirigible,  which  made  one  of  the  longest 
trips  across  the  Atlantic  and  back. 


i  foiled  Electric  Light's  Harlem  River  pfk 

Output  (of  electric  power j  has  ind 
12  times  as  rapidly  as  the  popul 
since  1922,  until  today  the  U.S.  u| 
much  electrical  energy  as  all  the  t| 
the  world  combined. 


Twenty  five  years  ago 

Rounding  the  fiscal  bend,  Wall 
looked  the  nation  over  and  foul 
sound  as  a  dollar.  Economically,  Al 
cans  had  never  had  it  so  good,  witil 
wages  at  record  levels,  savings  II 
bulging  with  their  deposits  and  thtl 
eminent  promising  to  reduce  taxes  [ 

Joining  the  enemy,  Sheraton  Coil 

America  will  become  the  first  maioif 
hotel  chain  to  go  into  the  motel  busl 
iwhich  has  sprouted  from  13,000  rrl 
in  pre-World  War  II  days  to  50,00| 
day).  The  big  innkeeper  will  begiruf 
struction  this  tall  of  a  156-room  "lu| 
ous  highway  inn"  at  Tarrytown, 
Estimated  cost:  S2,250,000.  If  it  ell 
Sheraton  President  Ernest  Hendersol 
pects  to  have  many  more  in  oper.| 
across  the  U.S. 

Textron  American,  Inc.,  which  cal 
the  merger  fever  three  months  ago  vl 
it  was  formed  from  three  textile  firnl 
out  for  more.  Currently  making  i| 
money  from  its  nontextile  products 
tron  has  drawn  a  bead  on  no  less  tha| 
new  companies — all  .  .  .  nontextile. 

Politics  and  partisanship  have  no  fl 
in  matters  of  public  health,  but  wh| 
matter  of  such  enormous  important 
the  Salk  antipolio  vaccine  distributnl 
so  woefully  bungled  by  the  federal  [ 
ernment  department  responsible, 
department  deserves  severe  rebuke 
it  certainly  should  be  the  Admini: 
tion's  responsibility  to  reassess,  redj 
its  handling. 
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"In  its  twenty-five  year  review 
of  the  performance  of  the  Fortune 
'500' just  published,  Fortune  lists  the 
top  ten  industrial  companies  in  four 
categories:  sales  growth,  earnings 
growth,  stock  performance  and 
increased  employment. 

"Only  two  companies  are  on 
all  four  lists.  One  of  them  is 
Bristol-Myers." 

From  remarks  to  shareholders 
Bristol-Myers  Company  Annual  Meeting 
April  24, 1980 

Richard  L.  Gelb,  Chairman  of  the  Board 


Readers  Say 


Nader,  the  capitalist 

Sir:  Re  your  bout  with  Ralph  Nader  (Fact 
and  Comment,  May  12).  He  is  a  capitalist. 
He  found  that  you  can  make  more  mon- 
ey attacking  General  Motors  than  by  be- 
ing president  of  General  Motors.  The 
media  fall  all  over  themselves  giving 
Nader's  negativism  free  advertising, 
whereas  they  charge  General  Motors  for 
their  ads. 

You  media  people  made  Ralph  Nader. 
Now  enjoy! 

—W.M.  Buescher 
Pigeon  Forge,  Term. 


Synfuels  need  help 

Sir:  You  are  absolutely  right  in  pointing 
out  the  commercial  promise  of  synfuels 
in  your  article  about  Air  Products'  and 
Wheelabrator-Frye's  joint  venture  to  pro- 
duce synthetic  fuels  (May  12).  But  the 
threat  that  confronts  our  nation  today 
requires  government  help  now  to  get  a 
private  synfuels  industry  started.  If  the 
need  for  an  alternative  to  imported  oil 
were  not  so  urgent,  the  nation  might  be 
able  to  wait. 

This  project  involves  much  greater 
than  normal  technical,  regulatory  and 
commercial  uncertainty.  In  addition, 
there  is  the  ever-present  threat  that 
OPEC  could  reduce  the  price  of  its  oil 
and  drive  a  private  synfuels  industry  out 
of  business.  This  is  a  combination  of 
risks  far  too  great  for  private  industry  to 
bear  alone. 
— Edward  Donley 
Chairman, 

Air  Products  and  Chemicals,  Inc. 
Allentown.  Penna. 


Efficiency  expert 

Sir:  Re  your  little  comment  on  paper- 
work, "When  in  doubt,  route"  (Fact  and 
Comment,  May  12)  I  have  developed  my 
own  three  D's  to  take  care  of  those 
mounting  piles  of  paper:  Do  it.  Delegate 
it.  Or  ditch  it. 
— Robert  I.  Weingarten 
Publisher. 
Financial  World 
New  York,  N.Y. 


What  is  compensation? 

Sir:  I  was  wondering  whether  there  isn't 
some  way  that  the  format  used  by  your 
magazine  for  listing  chief  executives' 
compensation  (seep.  1 16)  could  be  modi- 
fied so  as  not  to  lead  your  reader  to  add 
columns  1  [salary  and  bonus],  2  (options, 


rights  and  benefits]  and  3  [contingent 
remuneration]  and  come  up  with  an  in- 
correct impression  of  a  CEO's  salary.  I 
wouldn't  mind  if  I,  for  instance,  actually 
received  the  total  amount  in  any  one  year. 
—John  C.  Durican 
Chairman  and  CEO, 
St.  Joe  Minerals 
New  York,  NY 

In  our  survey,  we  count  all  compensa- 
tion Mr.  Duncan  makes  a  valid  point  that, 
in  certain  cases,  there  are  bound  to  be  dis- 
tortions, especially  with  contingent  compen- 
sation. These  distortions,  though,  do  even 
out.  When  compensation  reported  as  "con- 
tingent" turns  out  not  to  hare  been  paid, 
the  overaccrual  is  deducted  in  the  subse- 
quent year 

Perfection  is  not  possible  in  such  a  com- 
prehensive survey  and  that's  why  ice  break 
our  data  down  into  three  columns  (plus  a 
total),  permitting  the  reader  to  distinguish 
between  cash  compensation,  securities  prof- 
its and  contingent  remuneration. — Ed. 


Do  it  yourself! 

Sir:  Re  your  comments  on  stewardesses 
(Fact  and  Comment.  May  26). 

If  you  need  purring,  bring  along  a  cat, 
learn  to  puff  your  own  pillows  and,  if 
you're  lacking  in  dreams,  just  close  your 
eyes  after  you've  eaten  an  airline  meal; 
dreams  guaranteed. 
— G.  Kramer 
New  York,  N.Y. 


Infallible  indicator? 

Sir:  I  am  making  all  my  political  bets 
based  on  what  I  call  the  FPI  (Forbes 
Political  Indicator).  MSF's  editorial  state- 
ments concerning  the  campaign  now  un- 
der way  are  as  follows:  He  initially 
picked  Ted  Kennedy  as  a  shoo-in.  Next 
he  plumped  for  George  Bush.  Most  re- 
cently he  indicated  that  a  GOP  disaster 
would  result  from  a  ticket  headed  by 
Ronald  Reagan. 

The  FPI  now  seems  to  indicate  that 
our  new  president  will  be  Ronald  Reagan. 
— Dermis  A.  Gasper 
Plymouth,  Wis. 


The  real  point 

Sir:  The  Andrew  Tobias  article,  "Has 
Bear,  Stearns  still  got  a  deal  for  you?" 
(Apr.  28),  suggests  that  when  a  special 
offering  or  "spot-secondary"  on  Tele- 
Sciences'  stock  was  done  by  Bear, 
Stearns  on  or  about  Jan.  18,  1980  at 
$14.25  a  share  with  a  70-cent  credit,  the 


Bear,  Stearns  client  "could  havc| 
some  nonpublic  information. 

No  one  could  have  been  aware  tl| 
would  omit  the  dividend  before  th< 
al  announcement  was  made,  sirl 
until  48  hours  before  we  made  a 
nouncement  we  were  proceeding 
basis  of  paying  the  dividend. 

Mr.  Tobias'  hypothetical  sceml 
based  completely  on  what  he  conjej 
"might  have  happened." 
— Seymour  Hemes 
Executive  Vice  President, 
TeleSciences,  Inc 
Moorestown,  N.J. 

Mr.  Tobias  replies:  Mr.  Hemes 
have  us  believe  it  was  coincidence  that\\ 
one  rushed  to  unload  110,000  sha\ 
TeleSciences  two  weeks  before  the  did 
was  omitted  and  a  66%  earnings  n| 
announced  and  he  further  suggests  m 
at  TeleSciences  knew  that  very  bad  neiA 
on  the  way  until  shortly  before  it  iu\ 
nounced.  Perhaps  so. 

The  point  of  the  story  was  not  that  ul 
at  TeleSciences  had  done  anything  ul 
but  that  special  offerings  by  their  verym 
are  a  lotdsy  way  for  the  public  to  buysA 


Wrong  pic 

Sir:  The  picture  accompanying  the 
on  Vernon  R.  Loucks  Jr.  of  Baxtei 
venol  Laboratories,  Inc.,  in  the  Ms 
issue  (Faces  Behind  the  Figures), 
doesn't  look  like  the  picture  ol 
Loucks  in  the  Annual  Report. 
— Horace  Smith 
New  York,  N.Y. 

It  isn't  the  correct  one.  Forbes  regn 
error.  — Ed. 


Worthwhile  reviews? 

Sir:  Why  do  you  keep  boring  us 
your  reviews  of  New  York  City  rei 
rants?  Most  of  us  don't  live  there 
way,  and  so  the  information  is  use 
Stick  to  business  and  finance. 
— William  Johnson 
Duluth,  Minn. 

Sir:  Your  annual  list  of  recommei 
restaurants  in  New  York  City  with  c 
sional  updates  is  outstanding.  For 
infrequent  visitor  to  New  York  who 
not  wish  to  waste  time  on  second 
establishments,  your  advice  is  in\ 
able.  I  have  not  encountered  a  di 
pomtment  yet. 
— Earle  M  Craig  Jr. 
Midland,  Tex. 
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)n  Father!  Day,  live  up  to  Dad's  expectations. 


Seagram's  YO. 
The  symbol  of  imported  luxury.  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co.,  N.  Y.C 


"Eng  ines  run  on  a  mixture  of  air  and  fuel.  Fortunately  air  is  free.  But 
unfortunately  natural  atmospheric  pressure  limits  its  supply,"  states  i 
Audi  engineer  Franz  Hauk.'  This  poses  a  natural  limit  to  the  amout| 
of  power  that  can  be  extracted  from  a  given  displacement  before  an 
engine  simply  runs  out  of  air.  Making  an  engine  larger  will  increase 
power  but  this  will  necessarily  compound  the  inefficiency  inherent 
any  naturally  aspirated  engine  design." 
Enter  the  impeller-turbine  wheel  -  key  component  of  the  new 
Audi  5000  Turbos  turbocharger. 

This  simple  device  makes  Jm 
horsepower  out  of  thin  air  for  y  J 
the  new  Audi 5000Tiirbo.    j^y,  — ^ 

"The  turbine  wheel  fixed  to  the  left  of  this       * ' 
shaft  is  spun  by  an  unusual  power  source  m 
-exhaust  gases,  a  combustion  engines  waste         ^       .  M 
product.  It  spins  the  impeller  wheel  on  the  right  i 
which  is  actually  a  fresh  air  compressor."  Under  peak  I 
engine  load  and  rpm  the  impeller  will  deliver  ^rt^^ 
air  to  the  engine  under  pressure  of  up  to ~ 

one-and-a-half  times  the  atmospheres,  i 
The  result  is  a  greater  volume  of  air  /a 
and  a  near  30%  increase  in  power  >  jfi 

on  demand.  „  fi£  *°  -  ■  ^»  *  'Si 


Franz  Hauk, 
Engine.  Designer, 
holding  the 
impeller-turbine 
wheel. 


there  only  when  you  want 
it  But  there  is  more  to  the 
I  Audi  5000 Turbo."  We  set 
out  to  build  a  thoroughly 
>-  refined  high  perfor- 
~~  mance  luxury  sedan.This 
•^^1  involved  developments 

—  " — V^\/    on  a^  fr°nts-  From  the  dynamic 

safety  and  handling  built  into  its  front' 
wheel  drive  layout  to  the  thoughtful 
lry  and  convenience  of  its  interior,  my  colleagues  and  I  feel  we  have 
:eeded.  But  we  would  like  you  to  see  for  yourself." 
sche + Audi:  Nothing  even  comes  close.  For  your  nearest  dealer,  call 
free:  (800)  447-4700.  In  Illinois,  (800)  322-4400. 


Some  impressions  never  fade. 

You  start  out  wet  behir  id  the  ears. 
Swallow  some  water.  )Do  a  few 
belMfops.  ^bu  keep  trying.  Again 
anc(  agairx  And  again.  But  there  s 
a  lot  of  people  behind  you.The 
coaches.  Parents.  Aid  volunteers.  As 
well  as  the  Amacefor  Athletic  Union. 
Helping  you  1  =arn  discipline.  Gain 
confidence./!. id  make  friends. Each 
step  of  the  ^  vay  B^ause  swimming 
and  diving  are  more  than  just  time 
and  form  i  lone.  Anc  that's  why 
Phillips  Petrc'eum  is  a  long-time, 
sponsor  of  A  \U  dimming  and 
most  recently  of  AAU  diving. 
Its  a  contest  wherp  everyone  wins. 
Even  though  only  a  few  earn 
medals.  Or  make  it  to  the  Olympics. 
Because  what  you  learn  sticks  with 
you  por  the  rest  of  your  life.  0>  |f§ 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


A  BALANCED  CARTER  BUDGET 

is  as  likely  as  a  Soviet  departure  from  Afghanistan. 

WHEN  PRESIDENT  CARTER  DESERTED  THE  EVER  THORNIER  THICKET 


White  House  Rose  Garden  as  his  self-confinement  over 
inian  hostage  issue  grew  increasingly  self-defeating,  he 
have  made  Brownie  points  by  being  honest  about  his 

is. 

ead,  on  the  heels  of  the  rescue  failure,  in  the  teeth  of 
ion  acceleration,  of  increased  Soviet  military  in  Afghani- 
nd  as  OPEC  prepares  to  up  for  the  umpteenth  time  the 


price  of  oil,  Carter  allowed  as  how  he  would  resume  travels 
because  "I  believe  [these  problems  are]  alleviated  to  some 
degree"  .  .  .  "are  manageable  enough  now." 

If  our  I-won't-lie-to-you  President  Jimmy  had  simply  said 
that  his  dip  in  the  election  polls  showed  that  he'd  better  hit  the 
campaign  trail  with  his  version  of  events,  voters  would  give 
more  credibility  to  the  rest  of  what  he'll  be  saying. 


AND,  AFTER  ANNOUNCING  HE'D  RISEN  FROM  THE  ROSES 


ent  Carter  winged  his  way  to  Philadelphia  for  a  speech 
own  meeting"  that  (fortuitously,  of  course)  was  televised 
ghboring  New  Jersey,  then  preparing  for  its  presidential 
ry  June  3. 

n,  in  one  of  his  more  monumental  foreign  policy  blun- 
nd  that  indeed  has  to  be  monumental),  Carter  refused  to 
3  other  presidents  and  21  prime  ministers  at  Tito's 
.1.  "A  senior  White  House  official,"  reported  the  New 
Times,  "said  Mr.  Carter  decided  not  to  go  to  Belgrade 


because  he  is  still  limiting  his  travel  to  demonstrate  concern 
about  the  hostages  in  Iran." 

The  seriously  ailing  (physically)  Brezhnev  became  the  focus 
of  attention  by  attending. 

As  the  London  Times  put  it,  Carter's  decision  not  to  come 
"is  unwise  for  reasons  which  are  so  clear  that  the  failure  of  the 
White  House  to  see  them  must  deepen  the  conviction  that  the 
U.S.  is  led  by  a  man  who  is  not  just  muddled  but  is  in  some 
ways  blind  to  whole  areas  of  reality." 


OLD  SOLDIERS  MAY  FADE  AWAY 

but  at  CBS  it's  the  blooming  young  CEOs  who  do. 

NOW  THAT  RONALD'S  GOT  IT  SEWED  UP 


Republican  convention  coronation, 
i  is  descending  on  him  in  a  quantity 
itch  the  ticker  tape  that  greeted 
ergh  on  his  return  to  New  York  City 
oloing  to  Paris. 

ie  of  it  is  silly,  such  as  urging  him  to 
;e  those  worrying  about  his  age  by 
I  that  if  elected  he'll  serve  only  one 
Could  you  imagine  a  better  way  to 
utless  into  the  nation's  capital? 
i  idea  that,  on  reflection,  might  not 


Lindbergh  ticker-tape  parade 
New  York  City,  1927 


seem  so  bad  is  the  suggestion  that  he 
announce,  well  in  advance,  some  of  the  key 
Cabinet  members  he  would  appoint  if 
elected.  While  there  are  all  the  obvious 
arguments  against  that  (like  disappointing 
the  thousands  who  think  they  might  get 
the  nod),  it'd  be  mighty  reassuring  to  know 
to  whom  Reagan  would  be  turning  for 
guidance,  counsel,  direction. 

This  name-the-Cabinet-in-advance  idea 
came  up  at  luncheon  recently  with  one  of 
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our  biggest  corporate  achievers,  and  we  had  a  ball  pickin'  and 
kickin'.  Possibilities  bandied  about  included  Paul  Volcker  as 
Treasury  Secretary;  Felix  Rohatyn,  Director  of  the  Budget; 
Lewis  E.  Lehrman  as  head  of  the  Federal  Reserve;  Arthur 
Laffer,  chairman  of  the  Council  of  Economic  Advisers;  Jack 
Kemp  to  direct  the  achieving  of  U.S.  energy  independence  and 
Alexander  Haig  at  Defense. 

With  Kissinger  back  at  State  our  allies  would  breathe  a  sigh 
of  relief,  and  our  enemies  might  give  up  trying  to  fake  us  out. 


Save  S6.00  on  Kent! 

The  low  tar  thai  won't  leave  you  hungry  for  taste, 
it  itdMK     -•'  •» 


Save  $J<M  Now    Save  $g00  Later 


When  it  came  to  the  vice  presidency,  suggestions  i) 
Howard  Baker  for  his  Capitol  Hill  knowhow  and  his  po| 
in  the  South;  George  Bush  to  keep  the  votes  he  got  that 
didn't;  William  Simon;  and  even  the  dynamic  Anni 
strong  with  the  thought  that  such  a  ticket  might  be  be) 
and  exeiting.  One  must  hope,  though,  that  everyone 
spend  next  summer  picking  the  Reagan  Cabinet  and  foi 
to  get  around  to  electing  the  candidate.  You  may  recaj 
what  happened  with  Tom  Dewey  in  1948. 


TALK  ABOUT 
TASTELESS 
ADVERTISING 

How  about  these  two 
Kent  stomach  turners? 

On  the  other  hand,  have 
you  ever  seen  a  more 
tempting  package  (light), 
totally  designed  to  make 
its  point  appealingly? 


Discover 

Arctic  Ligh 

-more  menthol  refreshment 
any  other  low'tar'cifsu'etti  i 


mp'N  *  1B1WI 


OCCASIONALLY,  EVERY  COMPANY  RECEIVES  CHECKS 


from  customers  that  are  inadvertently  unsigned.  The 
former  treasurer  of  Northern  Pacific,  Harold  Latham, 
sent  us  this  example  of  one  response  his  office  received: 


Check  not  signed 


"I  THOUGHT  YOU  WERE  THE  FIRST  TO  BALLOON  ACROSS  AMERICA?" 

After  Maxie  Anderson's  spectacular  achievement  in  balloon-  You  see,  there  are  two  totally  different  types  of  balloal 

ing  from  San  Francisco  to  Canada's  Gaspe'  Peninsula,  which  hot  air,  which  (appropriately,  I'm  sure  Forbes  readers  v| 

was  media-hailed  as  a  "first,"  many  have  said  they  recollected  agree)  was  what  I  used  to  successfully  cross  the  U.S.,  anjj 

that  my  cross-country  balloon  venture  of  seven  years  ago  was  (helium),  which  is  what  enabled  Maxie  to  cross  both 

the  first.  Atlantic  and  North  America  nonstop. 

It  was — and  Maxie's  is.  Hot-air  ballooning  is  overwhelmingly  prevalent  becaus 
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dul  of  propane,  you  can 
45-minute  flight.  Be- 
ese  tanks  weigh  much, 
lalloons  are  limited  in 
ly  persons  they  can  car- 
long  they  can  stay  up. 
:ross-country  trip,  I  set 
l- world's  record  for  a 
alloon  aloft — 13  hours 
linutes.  It  took  us  21 
Jays  of  flying  (see  map) 
iplish  this  first  and  still 
i  voyage. 

a  helium  balloon  costs 
3  $2,000  and,  to  come 


Forbes,  Chesapeake-1973 


Anderson,  Gaspe-1980 


down,  the  thousands  of  dollars' 
worth  must  be  vented  away. 
But,  when  filled  and  with  suffi- 
cient ballast,  a  gas  balloon  can 
stay  aloft  for  many  days — the 
world  record  is  held  by  Maxie 
and  his  two  Atlantic-crossing 
colleagues,  5  days,  17  hours. 

The  father- and-son  Anderson 
crossing  of  North  America  is  in- 
deed a  fabulous  first.  Our  own 
trip  was,  too,  a  first  in  fact,  dif- 
ferent in  kind — and,  as  with 
most  everything  past,  is  fading 
in  memory. 


YOU  DON'T  ENJOY  THE  CLIMB 

giving  what  it  takes  to  get 
to  the  top  isn't  worth  it. 


HOPELESS  CASES 

Executives  who  assert  themselves  by  saying 
No  when  they  should  say  Yes. 


WHY  THE  FED  CAN'T  FINE  TUNE  THE  ECONOMY 


By  M.S.  Forbes  Jr. 

e  unprecedented  crash  in  inter- 
ites  has  once  more  made  the  Fed- 
Reserve  a  target  of  sharp  ques- 
and  criticisms.  Did  it  tighten 
luch  in  mid-March?  Is  it  loosen- 
jo  quickly  now? 

ntimate  questions,  obviously, 
:here  are  probably  as  many  an- 
>  as  there  are  observers.  But  what 
ore  intriguing,  at  least  to  this 
r,  is  the  assumption  that  seems 
iderlie  these  questions:  that  the 
as  within  its  power  the  ability  to 
:  the  enormously  complex 
rican  economy  in  a  rather  precise 
an — fine  tuning,  the  economists 
to  call  it. 

e  Keynesian  economists  believe 
he  key  to  such  manipulation  lies 
gling  interest  rates;  the  monetar- 
in  fiddling  with  money  supply, 
he  events  of  the  past  15  years 
Id  have  disabused  both  camps  in 
conomic  profession  of  the  silli- 
of  such  notions. 

Keynesian  failure 

til  last  October,  the  Keynesian 
was  dominant.  If  the  Fed  wanted 
)w  the  economy,  it  would  raise 

by  selling  government  securi- 
f  it  wanted  to  stimulate  econom- 
tivity,  it  would  lower  rates  by 
lg  bonds.  The  Fed's  economists 
d  calculate  a  rate  of  interest  that 
d  presumably  achieve  various 
)mic  goals.  Given  the  complex- 

the  U.S.  economy,  however,  the 
assumptions  were  often  wrong. 


Another  basic  fault  was  overlooking 
the  impact  of  taxes  on  real  interest 
costs.  Interest  is  tax  deductible;  8%  is 
only  4%  aftertax  for  most  corpora- 
tions. Taxes,  combined  with  infla- 
tion, made  what  appeared  to  be  a  high 
rate  of  interest  still  not  too  high. 

As  long  as  credit  was  available,  bor- 
rowers would  borrow  more  because 
the  real  rate  of  interest  was  negligible. 

To  avoid  letting  a  seemingly  high 
rate  of  interest  go  higher  (fine  tuning  is 
supposed  to  avoid  shocks),  it  poured  too 
much  credit  into  the  economy. 

That's  why  Treasury  Secretary  Wil- 
liam Miller  found  his  brief  reign  as 
Federal  Reserve  chairman  so  baffling: 
He  thought  he  was  battling  inflation 
by  gradually  raising  interest  rates, 
when  in  reality,  he  was  stimulating  it. 

In  October,  the  monetarists  gained 
an  ascendancy  over  the  Keynesians. 
Volcker  stopped  fiddling  with  interest 
rates  and  they  soared,  thereby  making 
the  real  cost  of  money  more  realistic. 

No  one  can  argue  with  the  monetar- 
ist creed  that  inflation  comes  from  too 
much  money  chasing  too  few  goods. 
But  the  real  world  is  not  so  simple. 

What  measure  of  money  do  you 
use?  The  revolution  in  finance  since 
the  early  1960s — Eurodollars,  over- 
night repurchase  agreements,  money 
market  funds,  the  fantastic  growth  of 
nonbank  financial  institutions — has 
made  traditional  measures  of  money 
obsolete.  That's  why  the  Fed  revised 
its  yardsticks  a  few  months  ago. 

But  the  recent  events  have  demon- 
strated how  perilous  it  would  be  for 
the  central  bank  to  base  monetary 


policy  on  its  new  measures— MIA 
and  M1B.  By  these  gauges,  money 
supply  dropped  rather  sharply  in  April 
and  early  May.  Those  decreases,  how- 
ever, were  more  apparent  than  real. 

Misleading  numbers 

For  technical  reasons,  the  Trea- 
sury's uncharacteristically  quick  cash- 
ing of  income  tax  checks  ended  up 
reducing  MIA  and  M1B.  More  impor- 
tant, because  of  the  unprecedented 
difference  between  the  prime  rate  and 
what  large  corporations  could  pay  for 
money  in  the  commercial  paper  mar- 
ket, borrowers  substituted  one  source 
of  money — banks — for  another — 
commercial  paper.  This  caused  a  de- 
cline in  "money  supply"  (MIA  and 
M1B  ignore  commercial  paper),  even 
though  the  real  supply  of  money  had 
not  changed  at  all.  Then,  of  course, 
there  are  always  the  problems  of  "sea- 
sonal adjustments." 

Which  is  why  the  cry  that  the  Fed 
must  rapidly  loosen  up  on  credit  is  so 
wide  of  the  mark. 

Another  difficulty:  There  is  no  hard 
relationship  between  the  country's 
rate  of  inflation  and  its  supply  of  mon- 
ey. Switzerland's  money  supply  last 
year  jumped  around  30%,  and  its  in- 
flation rate  was  less  than  3%.  The 
U.S.  money  supply  grew  5%  to  10% 
(depending  on  what  measure  you  use) 
and  it  had  an  inflation  of  13%. 

Critics  should  stop  expecting  the 
impossible  of  the  Fed.  Fortunately, 
Paul  Volcker  seems  to  be  a  practical 
man  who  is  well  aware  of  the  central 
bank's  powers  and  limitations. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.  -MSF 


This  Is  Praise? 

My  hope  is  that  with  Ed  Muskie  com- 
ing on  board  as  part  of  our  team  .  .  .  that 
he  will  play  a  somewhat  different  role 
than  the  one  Secretary  Vance  played  be- 
cause of  a  difference  in  background  and 
temperament  and  attitude.  I  see  Ed  Mus- 
kie as  being  a  much  stronger  and  more 
statesmanlike  senior  citizen  figure  who 
will  be  a  more  evocative  spokesman  for 
our  nation's  policy. 

— President  Carter 
*    *  * 

The  President  had  intended  no  criti- 
cism of  Mr.  Vance.  He  was  just  trying  to 
say  that  Vance  and  Muskie  are  two  dif- 
ferent sorts  of  people,  which  I  think  is 
understandable. 

— Jody  Powell,  Press  Secretary 
to  the  President 


Sweet  Dreams 

Are  you  seriously  considering  a  return 
to  a  gold-based  money  system! 

Yes.  I  know  it  would  be  complicated  to 
go  back  to  a  gold  standard  as  such,  but  I 
am  looking  at  a  de  facto  gold  standard. 
Suppose  the  U.S.  set  a  date  and  said  we 
are  going  to  mint  a  coin  based  on  the 
value  of  gold  at  that  time.  Once  people 
realized  they  could  take  paper  dollars  and 
buy  a  gold  coin  of  the  same  face  value, 
they  probably  wouldn't  bother  to,  and  it 
would  stabilize  the  value  of  the  dollar. 
— Ronald  Reagan,  in  Business  Week 

So  Much  Furor  Over 
So  Little  Gold 

Lately,  gold  has  sent 
speculators  on  a  ram- 
page, upset  monetary 
systems  and  raised 
jewelry  prices.  But  all 
the  gold  ever  mined 
from  the  earth  would 
fill  only  a  five-story  of- 
fice building  measuring 
55  feet  on  each  side. 
The  metal's  value,  at 
$700  per  troy  ounce:  2 
trillion  dollars. 

— U.S.  News  &) 
World  Report 
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The  Only  Ocean  Airline 

By  1936  the  regular  scheduled  airship 
service  between  Germany  and  Rio  de 
Janeiro  and  the  airship  service  between 
Germany  and  New  York  were  still  the 
only  transatlantic  air  routes.  No  aero- 
plane could  perform  such  a  task.  It 
wasn't  until  the  middle  1950s  that  air- 
lines offered  passengers  a  direct  service 
across  the  Atlantic. 

— Airshipwreck,  by  Len  Deighton 
and  Arnold  Schwartzman 

Point . . .  and  Counterpoint 

Chrysler,  Ford  and  General  Motors 
have  cut  emissions  by  90%  since  1965 
but  must  now  cut  a  further  5%  by  next 
year — adding  $250  to  the  price  of  a  new 
car.  They  must  meet  44  separate  safety 
standards,  introduced  since  1967.  Within 
the  next  two  years  they  must  install  pas- 
sive restraints,  such  as  airbags  costing 
$800  each,  although  present  safety  belts 
arguably  give  better  protection.  .  .  . 
Transportation  Secretary  Neil  Gold- 
schmidt  has  been  saying  since  he  came 
to  office  last  year  that  standards  should 
be  moderated.  How  many  more  car 
plants  must  close  before  he  acts? 

— New  York  Post 

As  measured  by  the  government,  only 
one  U.S. -designed  car,  the  Chevrolet 
Chevette,  gets  25  miles  per  gallon  or 
more.  At  least  1 1  Japanese  and  6  Europe- 
an models  do;  8  Japanese  and  3  European 
cars  are  rated  over  30  miles  per  gallon. 

— Wall  Street  lournal 


Strange  Symbols 

"Don't  give  up  the  ship!"  he  wheezed, 
as  they  carted  him  below.  A  British  boat- 
swain lashed  the  two  ships  together  and 
the  enemy  swarmed  aboard,  overwhelm- 
ing the  American  crew,  which  simply 
fled.  The  Chesapeake  struck  her  colors 
and  [Commander  James]  Lawrence  was 
dead.  .  .  .  We  wonder  why  his  dying 
words  became  a  rallying  cry,  a  symbol  of 
naval  courage,  when  "give  up  the  ship" 
was  exactly  what  they  did. 

— Here  Lies  America 
by  Nancy  Eills  and  Parker  Hayden 

Ho  Hum 

Even  if  huge  withdrawals  (of  Iran's  Eu- 
ropean bank  deposits]  were  made,  the 
money  would  show  up  elsewhere  in  the 
money  market,  recycled  eventually  back 
to  the  banks  that  lost  the  funds.  "Dollars 


are  dollars,  and  eventually  they 
be  cleared  in  New  York,"  one 
said.  "It  would  probably  just  resu| 
bookkeeping  entry." 

Said  another,  "When  the  monl 
the  banking  system,  it's  there.  Tr| 
always  move  it  around,  but  it 
winds  up  somewhere."  Of  a  ma)ol 
drawal  attempt,  he  added,  "I  thin, 
cally  it  would  deserve  a  large  yaw: 
—Robert  D.  Hers, 
New  York 


"He   knows  nothing  c 
thinks  he  knows  everyt  \ 
That  points  clearly  to  a  p\ 
cal  career." 

— G.B.  Shaw,  Major  i 


Marxist  Ages 

If  you  are  not  a  Marxist  when  y| 
20,  you  are  not  too  bright.  And 
are  still  a  Marxist  at  40,  you're  n| 
bright  either. 

— Jonas  Savimbi,  Angolan  gul 
leader,  in  Newi\ 

Sure-Fire  Diet 

Dr.  Fitzkee's  Lucky  Astrology  Di 
sure-fire  method  of  reducing  wit|| 
added  luxury  that  you  never  feel  hif 
Here's  how  the  diet  works: 
Foods  Allowed 
First  Month:  One  egg 
Second  Month:  A  raisin 
Third    Month:     Pumpkin  pie 
whipped  cream  and  chocolate  saucl 

If  after  the  third  month  you  h.f 
gotten  to  your  dream  weight,  try  la| 
off  parts  of  your  body  until  those  | 
tip  just  right  for  you. 

— Steve  Martin,  Cruel  • 


'This  one  shows  the  time, 
date  and  inflation  rate,  sir. "  I 
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JAMESON  IRISH  SWEEPSTAKES 

I  have  read  the  contest  rules  listed  on  this  page,  and  would  like  to  enter  the 
Jameson  Irish  Sweepstakes.  My  answers  are  written  below  (correct  answers 
appear  on  the  front  label  of  each  Jameson  bottle). 

1 .  What  year  appears  on  the  Jameson  label?  

2.  What  Dublin  street  name  appears  on  the  Jameson  label? 


3.  What  is  the  motto  under  the  Jameson  coat  of  arms? 


My  Dad  s  Name  (please  print)! 
My  Dad's  Address  


City_ 


.  State- 


.Zip. 


Mail  Entries  to:  JAMESON  FATHER'S  DAY  IRISH  SWEEPSTAKES 
P.O.  BOX  8238,  ST.  PAUL,  MINNESOTA  55182 

*  NOTE:  Remember,  Father's  Day  is  also  for  Grandfathers. 
For  additional  information  on  travel  to  Ireland,  call  Aer  Lingus—  toll  free  (see  your  local  directory). 


leson.  World's  Largest  Selling  Irish  Whiskey,  so  proof  •  calvert  distillers  co  n.y.c 
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ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD  .t  ^i. 
IS  TAKING  A  NEW  PATH  "  - 
TO  INTERCEPT  THE  FUTURE. 


£ 


Historic  symbol  of  Bankers 
Trust— The  pyramid  atop 
our  Wall  Street  building. 


WE'VE  MATCHED 
OUR  STRENGTHS  TO 
YOUR  NEEDS. 


Bankers  Trust  has  four  core  busi- 
nesses, now  in  place,  each  of  which 
reflects  one  of  the  four  principal 
requirements  of  corporate,  govern- 
mental or  institutional  financial  offi- 
cers. These  core  businesses  represent 
our  special  strengths.  They  are  whole- 
sale commercial  banking,  money  and 
securities  markets,  corporate  finance 
and  fiduciary. 

Wholesale  commercial  banking,  our 
major  business,  is  now  organized  into 
departments  that  match  the  markets 
on  which  we  concentrate:  World 
Corporate  serves  the  worldwide  needs 
of  both  U.S.  and  foreign  multinationals, 
as  well  as  certain  specialized  industries 
such  as  energy,  commodities,  shipping, 
and  airline  companies.  United  States 
focuses  on  large  and  middle  market 
domestic  corporations,  financial  insti- 
tutions and  government-related  busi- 
ness. International  concentrates  on 
foreign  governments  and  their  agen- 
cies, and  on  foreign  financial  institu- 
tions and  corporations. 

Our  new  structure  has  accomplished 
two  things.  It  allows  us  to  respond 
more  directly  and  more  selectively  to 
the  growing  needs  of  our  customers. 
And  it  has  placed  us  squarely  in  posi- 
tion to  help  our  customers  solve  the 
financial  problems  of  the  future.  Start- 
ing today. 

BankersTrust 
Company 

Worldwide 

International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS,  TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 
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Instant  record.  Instant  memory. 
Business.  Pleasure.  A  logical  deduction. 
Get  the  picture? 

Polaroid's  SX-70  Sonar 

The  world's  finest  instant  camera 
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Forbes 


\on  has  at  last  made  it  official:  Shale  oil  has 
uture.  That's  sweet  vindication  for  what 
co  admits  was  'monomania. " 


Shale  gets 
a  sugar  daddy 


By  Kathleen  K.  Wiegner 

round  Denver,"  chuckles  John 
Lyon,  head  of  Tosco's  oil  shale 
operations,  "when  a  newcomer 
what  was  happening  in  oil  shale, 
ers  would  crack,  'You'll  know  it's 
al  the  day  Exxon  gets  into 
ell,  it  must  be  for  real  all 
because    Exxon    just  an- 
ed    it's    getting    into  oil 
Tosco's  oil  shale, 
on  is  buying  out  Tosco's  60% 
r,  ARCO,  for  up  to  $400  mil- 
iving  the  world's  biggest  oil 
any  its  first  significant  stake 
:  oil  shale  business  domesti- 
ARCO  is  no  lightweight  in 
1  business,  but  Exxon's  en- 
into   oil   shale  instantly 
to  have  given  Tosco's  proj- 
le  credibility  and  financial 
it  has  been  looking  for.  No 
er:  Exxon's  cash  flow  of  a 
illion  dollars  a  month  makes 
of  the  few  companies  capa- 
handhng  the  huge  capital 
of  shale  development.  On 
14,  the  day  after  Exxon  an- 
:ed  it  was  buying  into  Tosco's 
:t  in  western  Colorado,  Tosco's 
bounced  up  $4,  to  24  lA. 
illish  Tosco  has  been  sitting  on  a 
Ipf  Colorado  oil  shale  since  1964, 
jag  for  the  day  when  the  world 
thirst  for  oil  so  badly  that  some- 
\ou\d  come  along  with  enough  mon- 
|  help  get  the  petroleum-like  liquid 


out.  Thanks  to  OPEC,  and  the  growing 
uncertainty  about  foreign  oil  supplies, 
the  price  and  the  time  are  finally  right. 
Thanks  to  Exxon,  the  world  now  be- 
lieves Tosco  was  right  16  years  ago  when 
for  a  song  it  bought  the  7,714  acres  of 
shale  property  known  as  The  Colony 


Tosco's  Chief  Executive  Morton  Winston 
At  long  last,  pioneering  in  oil  shale  pays  off. 

Project,  which  it  will  now  develop  to- 
gether with  Exxon. 

Any  dreams  Tosco  (originally  The  Oil 
Shale  Corp.)  had  of  developing  the  prop- 
erty on  its  own  faded  in  the  face  of  envi- 
ronmental red  tape  and  delays.  In  1975 
the  company  suspended  a  proposed  $700 
million  pilot  project.  As  delays  mounted, 


so  inevitably  did  costs.  It  will  now  take 
$1.7  billion  to  develop  a  plant  capable  of 
producing  commercially  profitable  quan- 
tities of  the  stuff. 

Even  so,  Tosco  comes  out  smelling 
like  a  rose.  Exxon  gets  60%  of  the  project 
but  will  put  up  $1  billion;  Tosco  gets 
40%  and  its  total  investment  is  only 
$700  million. 

Exxon's  money  will  turn  Tosco's  pio- 
neering into  a  full-blown,  17-story  tower 
where  crushed  shale  rock  will  be  heated 
to  1,200  degrees  Fahrenheit,  sweating 
the  oil-like  "kerogen"  out  of  the  rock.  If 
all  goes  well,  by  1985  Tosco's  Colorado 
site  should  be  producing  46,000  barrels  of 
oil  a  day. 

For  Tosco  the  wait  has  been  nothing  if 
not  arduous.  More  than  once  the  com- 
pany thought  about  bailing  out.  Its  stock 
was  selling  for  a  couple  of  bucks  a  share  a 
few  years  back.  "In  1976  and  1977  we 
had  an  internal  debate  about  shale,"  re- 
members Lyon.  "That  was  really  the  low 
point.  One  faction  said,  'Oil  shale  is  for 
real,  but  Tosco  is  too  small  to  make  it 
happen.  Let's  transfer  our  assets  to  an- 
other company.'  " 

Luckily  Tosco  did  not  sell  out. 
Instead,  it  cleverly  financed  its 
long-term  dream  by  buying  up 
some  cast-off  refineries  and  coal 
properties  in  the  Seventies.  It  is 
now  the  second-largest  indepen- 
dent gasoline  refiner  in  the  U.S. 
(after  Ashland  Oil),  and  last  year  on 
sales  of  $1.9  billion  it  earned  $80 
million  ($3.79  per  share),  up  a  dra- 
matic 341%  from  a  year  earlier. 
Not  a  penny  of  this  was  from  shale. 

Tosco's  shareholders  are  lucky 
too.  Based  on  the  $1  a  barrel  Exxon 
paid  ARCO  for  its  share  of  Colo- 
ny's reserves,  that  would  make 
Tosco's  250  million  barrels  worth 
about  $12  a  share.  And  that  doesn't 
include  either  the  more  than  255 
million  barrels  of  reserves  estimat- 
ed to  be  locked  away  in  the  shale 
properties  Tosco  owns  elsewhere 

  in  Colorado  and  Utah,  or  its  coal 

and  refining  assets. 

Tosco  will  benefit  from  the  financial 
incentives  for  the  shale-oil  industry  in- 
cluded in  the  omnibus  energy  bill  cur- 
rently in  conference  committee.  But 
Exxon's  participation  in  Colony  also 
lends  credibility  to  Tosco's  proprietory 
process  for  extracting  shale  oil.  In  an- 
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nouncing  Exxon's  purchase,  Randall 
Meyer,  president  of  Exxon  Co.,  U.S.A., 
noted  that  Tosco's  Tosco  II  process  was 
commercially  ready.  Such  accolades  do 
not  necessarily  put  competing  pro- 
cesses— such  as  that  of  Occidental  Petro- 
leum— out  of  the  running,  but  they  cer- 
tainly boost  Tosco's  clout  when  it  comes 


to  licensing  the  process  to  others  anxious 
to  jump  into  the  shale  game. 

Relaxing  briefly  between  meetings  in 
his  high-rise  office  in  Los  Angeles,  Tos- 
co's Chief  Executive  Morton  Winston,  a 
former  attorney,  talks  philosophically  of 
What  he  calls  the  company's  "mono- 
mania" about  shale  oil  and  suddenly 


finding  himself  in  partnership 
Exxon.  "We  already  knew  shale  wi 
ble,"  he  says,  clearly  enjoying  thi 
ment.  "But  frankly,  if  I  were  othe! 
pie,  I  would  hear  an  Exxon  more  p 
than  a  Tosco  myself.  The  happy  f 
we  both  were  right."  (For further  ni 
Exxon's  interest  in  shale  oil,  see  p.  164 
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The  price  of  gold  may  be  down  40%  from  its 
1980  high,  but  its  still  double  last  year's  aver- 
age price.  That's  good  news  for  Homestake's 
stockholders  and  miners. 


Prices  down, 
spirits  high 


That's  maybe  $8  a  share  after  taxes. 

No  big  problem,  says  Homestake 
President  Harry  M.  Conger.  "It's  true 
that  gold  and  silver  prices  have  come 
down,"  he  says  from  his  San  Francisco 
suite  bordering  Chinatown.  "But  right 
now  prices  are  a  lot  better  than  they 
were  at  this  time  last  year." 

Conger  is  right.  Lost  in  the  dizziness 
of  six  months'  wild  price  speculation  is 
this  fact:  This  time  last  year  Homestake 
was  drawing  about  $250  an  ounce  for 
gold  and  $8  an  ounce  for  silver.  That 
makes  today's  $500  gold  and  $12  silver, 


By  John  Merwin 


With  gold  dropping  recently 
from  $850  an  ounce  to  just 
above  $500,  and  silver  from 
over  $48  an  ounce  to  $12,  is  the  enthusi- 
asm of  America's  largest  gold  mine, 
Homestake  Mining,  dimming?  This  year 
Homestake  will  produce  about  275,000 
ounces  of  gold  and  1.6  million  ounces  of 
silver  and,  with  those  price  drops,  will 
earn  about  $140  million  less,  pretax,  than 
it  would  have  earned  had  gold  and  silver 
remained  perched  on  their  dizzy  peaks. 


Homestake  President  Harry  M.  Conger 

Falling  prices  may  have  "cost"  Homestake  $8  a  share,  but  he's  still  happy. 


even  if  they  have  dropped  lately, 
pretty  good.  Homestake  thoug 
looked  good  enough  in  mid-May  tc 
the  quarterly  dividend  about  one-th 
53  cents  and  declare  a  3-for-2  stock 
Nobody  expects  the  full  year  1 98C 
as  good  as  its  first  quarter  when  h 
stake  received  $634  for  its  gold  and 
ly  $25  for  its  silver.  A  $10  dip  in 
price,  Conger  agrees,  costs  Home 
about  16  cents  per  share  on  the  bo 
line,  and  a  $1  drop  in  silver  re 
Homestake's  net  about  9  cents  per « 
It  works  the  other  way,  too,  and  d 
the  first  quarter's  wild  gold  and 
price  runups  Homestake's  net  near 


hiAra 

smal 
then  oi 
id's  $2.3 


pled  to  $30  million— $2.63  a  shared 
even  after  the  slide,  current  price 
nearly  double  those  of  last  year,  a 
unless  gold  and  silver  prices  fall,  H  il 
stake  is  a  cinch  to  top  1979's  net  of 
than  $61  million,  $5.41  a  share,  by 
margin. 

Homestake  and  Conger  are  enthn 
tic  enough  to  reopen  the  comp 
48% -owned  Fimiston  Australian 
mine,  now  being  modernized.  The  i 
one  of  two  Homestake  mines  in  Ai 
lia,  was  closed  amid  falling  gold  pri< 
1976.  Conger  says  this  year  Home 
is  spending  $12  million  to  $14  milli« 
exploration,   about   double  what 
spent  several  years  ago.  It  won't  hav 
trouble    raising    the    money  be« 
Homestake's  recent  record  profits 
left  it  with  a  cash  and  short-term  se 
ty  hoard  of  about  $67  million. 

Perhaps  because  he's  seen  so  man 
and  downs  in  his  25  years  in  the  m: 
business,  Conger  isn't  one  of  your  a] 
lyptic  gold  bugs  chirping  about  $1 
an-ounce  gold.  All  he  will  say  abou 
future  is,  "We  think  the  long-term 
for  gold  and  silver  prices  will  rise  equ  ly — is 
or  faster  than  inflation."  It's  impol 
to  Homestake  shareholders  that  Co 
should  turn  out  to  be  correct:  Ht 
stake's  South  Dakota  gold  mine  is  art 
very  high  cost  mine. 

But  for  now,  not  only  are  Homes 
shareholders  happy  with  their  stock 
and  dividend  increase,  but  Homesn 
South  Dakota  gold  miners  must  be 
py,  too.  They  receive  a  sliding-sca 
nus,  which  kicked  in  last  year  when 
passed  $275  an  ounce.  That  bit  of 
news  raised  the  typical  miner's 
about  10%,  to  $362.80  a  week.  Nov 
the  bad  news.   The  bonus  provil 
capped  when  gold  passed  $330 
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~e's  a  name  to  remember:  the  Bank  of 
dit  &  Commerce  International. 


The  Arab 
connection 


By  Maurice  Barnfather 

 *  

he  Arabs  have  been  trying  to  use 
j  a  small  ($160  million)  piece  of 

their  oil  money  to  take  over  Wash- 
jri's  $2.3  billion  (assets)  Financial 
ral  Bankshares — but  which  Arabs? 
tiame  you  won't  find  on  the  record 
It  of  the  Luxembourg-based  Bank  of 
:t  &  Commerce  International, 
h  calls  itself  the  world's  fastest- 
ng  bank.  All  signs,  however,  point 
e  behind-the-scenes  influence  of 
\rab-controlled  outfit, 
[o  years  ago  Jimmy  Carter's  ousted 
st  Director  Bert  Lance  suggested  to 
i  President  Agha  Hasan  Abedi  that 
|y  Financial  General  for  himself  and 
/arious  Middle  Eastern  "clients" 
ire  believed  also  to  be  stockholders 
pCI.  Not  long  thereafter,  BCCI 
Id  Lance  $3.5  million  to  lubricate 
iersonal  finances.  But  on  May  15, 
cial  General  shareholders  voted, 
to  46%,  to  reject  the  Arab  group's 
.-share  offer.  The  next  day,  howev- 
ere  was  talk  of  Financial  General's 
•  recommending  the  sale  if  the  bid 
ipped  to  $28.50  a  share, 
ile  BCCI  itself  does  not  appear  in 
f  the  documents,  at  least  one  of  the 

names  that  does — Abdullah  Dar- 
i  on  behalf  of  Abu  Dhabi's  royal 
y — is  a  major  shareholder  in  BCCI. 

admits  it  is  acting  for  the  would-be 
Srers.  Who  are  they,  and  what  is 
s?  In  eight  short  years  the  bank  has 
d  from  $2.5  million  in  assets  to  its 
at  $4  billion,  and  its  green-and-gold- 
ated  branches  with  smoked-glass 
3ws  and  thick  pile  carpets  are  now 
;d  from  London  to  Lebanon  and 
38  countries  between. 
CI  was  conceived  by  Agha  Hasan 
i,  a  57-year-old  Pakistani  banker 
in  13  years  built  Pakistan's  United 
group  from  scratch  into  that  coun- 
:hird-largest  bank,  before  it  was  na- 
lized  in  1974.  Abedi  wanted  noth- 
hort  of  the  world's  biggest  bank. 


What  better  formula  for  success  than  a 
hard-driving  Pakistani's  shrewdness  ap- 
plied to  Arab  petrodollars? 

In  1972  Abedi  secured  backing  from 
Abu  Dhabi  ruler  Sheikh  Zaid.  He  also 
approached  American  Express,  which 
turned  him  down.  But  Bank  of  America 
bought  a  stake  that  peaked  at  30%. 

Other  shareholders  include  40  Middle 


BCCI  President  /\gha  Hasan  Abedi 
Were  the  rules  broken  in  haste? 

Eastern  individuals  with  55% — no  single 
holder  has  over  20%.  The  Cayman  Is- 
lands International  Credit  &  Investment 
Company  (ICIC)  has  a  40%  stake,  soon 
to  go  down  to  30%  when  10%  is  spread 
among  some  new  stockholders.  ICIC  is 
split  into  a  staff  benefit  fund,  a  charitable 
fund  and  a  promotions  fund.  That  still 
doesn't  explain  who  owns  BCCI,  which 
is  likely  to  remain  unknown  for  some 
time.  The  Arabs  treasure  anonymity. 
When  Pakistan  nationalized  its  banks 


in  1974,  Abedi  had  a  natural  pool  of  dis- 
gruntled, ambitious  bank  managers.  He 
located  them  and  his  oil  money  in  Lon- 
don, where,  in  the  tradition  of  Bank  of 
America  founder  A. P.  Giannini  75  years 
before,  he  rapidly  began  opening 
branches  throughout  Britain's  central 
Asian  communities.  For  the  branches,  he 
hired  Indians,  Pakistanis  and  anyone  else 
who  could  help  keep  out  Britain's  con- 
tentious and  tendentious  unions. 

By  1977  BofA's  stake  in  BCCI  was 
becoming  an  embarrassment  to  both 
sides.  With  oil  revenues  gushing  in, 
BCCI  and  its  client-stockholders  were 
ready  by  1978  to  buy  an  American  bank; 
but  the  BofA  shareholding  precluded 
BCCI  from  direct  entry  into  the  U.S. 
From  BofA's  standpoint,  the  onetime  in- 
vestment was  becoming  increasingly 
competitive  with  BofA.  So  BofA  has  cut 
its  holdings  from  30%  to  5.7%  and  plans 
to  sell  the  rest  by  the  end  of  June. 

But  is  mutual  inconvenience  the  only 
reason  why  BofA  is  getting  out?  Take  a 
look  at  BCCI's  accounts  and  you  begin  to 
wonder.  Last  year  BCCI  provided  $10.2 
million  to  its  loan-loss  reserve — 40%  of 
BCCI's  aftertax  net  and  over  3  times  the 
amount  apportioned  to  the  reserve  by 
London's  big  clearing  banks. 

A  BCCI  spokesman  defends  the  abnor- 
mally high  charge  as  "in  accordance  with 
the  most  conservative  banking  princi- 
ples." But  a  number  of  other  London 
bankers  and  bank  stock  analysts  say  the 
figures  could  be  a  sign  of  a  loan  portfolio 
full  of  weak  loans.  "It  is  the  kind  of  thing 
that  has  been  worrying  the  Bank  of  En- 
gland," says  a  senior  banking  industry 
analyst.  Two  years  ago  the  British  regula- 
tors told  BCCI  to  freeze  its  branch  ex- 
pansion program  at  45.  And  last  April  the 
Bank  of  England,  under  the  1979  Bank- 
ing Act,  was  deciding  whom  it  should 
recognize  as  a  full-fledged  bank.  BCCI 
still  hasn't  been  so  honored.  The  Bank- 
ing Act  requires  that  "to  qualify  as  a 
recognized  bank,  an  institution  must 
possess  a  high  reputation  and  standing  in 
the  financial  community." 

Back  to  America  and  the  attempt  to 
acquire  Financial  General,  a  deal  that 
already  has  BCCI  afoul  of  the  SEC. 
Here's  what  happened:  Abedi  met  Bert 
Lance  while  negotiating  to  buy  Lance's 
control  of  the  National  Bank  of  Georgia 
on  behalf  of  Saudi  tycoon  Ghaith  Phar- 
aon  (Forbes,  May  15,  1978).  Lance  then 
suggested  that  Abedi  buy  Financial  Gen- 
eral, which  is  Washington-based  but  also 
operates  in  Maryland  and  Virginia.  Abedi 
persuaded  Arab  clients  (and  stock- 
holders) of  BCCI  to  put  up  the  money. 
These  clients  are:  Sheikh  Kamal  Adham, 
former  chief  of  intelligence  for  Saudi 
Arabia  and  an  adviser  to  the  Saudi  royal 
family;  Abdullah  Darwaish,  who  man- 
ages the  Abu  Dhabi  royal  family's  fi- 
nances; and  Kuwaiti  businessman  Faisal 
Saud  al-Fulaij. 
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Guided  by  BCCI,  these  Arabs  bought 
18.4%  of  Financial  General  at  the  end  of 
1977.  (Later,  Eugene  B.  Casey,  a  Finan- 
cial General  director,  swung  his  near- 
10%  stake  behind  the  Arabs,  giving 
them  some  28.4%.)  The  law  says  such 
groups  must  tell  the  SEC  and  the  public 
when  they  have  acquired  5%  or  more  of 
a  public  company's  stock.  But  the  BCCI 
group  never  bothered  to  inform  Financial 


General  shareholders.  Their  lame  excuse, 
in  the  words  of  their  chief  spokesman: 
"If  any  rules  were  broken,  it  was  in  our 
haste  to  get  things  done." 

Still,  the  would-be  acquirers  were  com- 
pelled by  the  SEC  to  sign  a  consent  de- 
cree which,  among  other  things,  obliges 
them  either  to  divest  their,  shares  or 
make  a  cash  offer  to  the  rest  of  Financial 
General  shareholders — which  they  are  in 


the  process  of  attempting  to  do. 

It  is  clear  that  BCCI's  client-b 
are  determined  to  move  their  hi 
operations  to  American  shores, 
has  followed  its  customers,  just 
U.S.  banks  opened  overseas  branc 
service  the  expanding  U.S.  corpoi 
in  the  1960s,"  says  BCCI's  spoke 
That  makes  sense,  but  its  approac 
far  have  been  less  than  deft.  ■ 
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A  Forbes  reporter  interviews  China's  top  poli- 
cymaker, who  warns  that  the  Russians  are 
preparing  to  strike  yet  another  blow. 


Next  Soviet  target- 
Strait  of  Malacca? 


Was  the  Soviet  invasion  of  Afghani- 
stan simply  an  opportunistic  response  to 
events,  brought  on  by  U.S.  weakness 
vis-a-vis  Iran?  Or  was  it  part  of  an 
inexorable,  long-standing  Soviet  policy 
to  conquer  Central  Asia  and  dominate 
the  Middle  East?  Associate  Editor  Jean 
A.  Briggs  recently  was  among  a  group  of 


American  women  journalists  who  had 
the  opportunity  to  put  that  question  to 
Deng  Xiaoping,  who  is  China's  vice  pre- 
mier. His  answer  is  of  extraordinary 
interest  because  he  is  the  man  generally 
credited  with  being  behind  recent 
moves  toward  a  more  open  economy 
and  closer  ties  to  the  West.  Deng  char- 


acteristically got  right  to  the 
Speaking  with  deliberation  throu 
interpreter,  he  said: 

"The  invasion  of  Afghanistan  is  tt  Camran 
move  in  the  Soviet  Union's  global  i 
gy.  We  believe  it  a  naked  express  j 
Soviet  hegemonism,  a  new  move  j 
dizing  the  peace  of  the  world. 

"Not  only  that,  but  Afghanistan 
neighbor  so  these  events  pose  a  thi 
China  itself  as  well  as  to  the  work 
our  hope  that  all  countries  will  si  Miem 
the  people  of  Afghanistan. 

"Asia  and  the  Pacific  Region,  tq 
part  of  the  Soviet  Union's  global  s 
gy.  Concomitant  with  its  build 
forces  in  Europe  and  the  Middle  Ea 
Soviet  Union  has  been  building  up 
in  the  Pacific  area.  Its  Pacific  fleet  i 
on  a  par  with  its  Atlantic  fleet. 

"Its  aggression  in  Afghanistan  is . 
tinuation  of  the  old  czarist  effort  tc 
warm-water  port.  But  the  Soviet  I) 
will  not  stop  with  Afghanistan;  i 
continue  to  press  ahead.  It  will 
control  south  Asia  and  the  Middle 
and  to  grab  strategic  resources,  th 
encircling  Europe. 

"Of  course,  these  aims  are  linkec 
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ategic  aims  in  the  Pacific  and  Asia. 

its  to  link  these  two  strategic  areas 
jntrolling  the  Malacca  Strait.  Then 
block  the  strait,  and  the  world  will 
|ed  with  a  very  grave  situation." 
j:  Strait  of  Malacca  lies  between  the 
jr  Peninsula  and  the  Indonesian  is- 
pf  Sumatra;  it  is  the  crucial  trans- 
Sink  between  the  Indian  Ocean  and 

Iauth  China  Sea.  Deng  went  on  to 
iat  Soviet  penetration  into  the  area 
lready  well  advanced.  Then  he  ex- 
;d  why  China  continued  to  support 
)loodstained,  internationally  dis- 
ed  forces  of  Pol  Pot  in  Cambodia, 
le  Soviets  have  a  ready-made  naval 
t  Camranh  Bay  as  well  as  scores  of 
rn  airfields,  all  provided  by  you 
icans.  If  the  Vietnamese,  who  we 
e  the  Cubans  of  the  Orient,  succeed 
mpuchea  [Cambodia),  another  base 
le  available  to  the  Soviet  Union  in 
oukville  [Kompong  Som).  The  Sovi- 
tually  started  using  these  bases  be- 
he  Vietnamese  launched  their  ag- 
on against  Kampuchea. 
;  you  know,  we  are  supporting  the 
iucheans  (the  ousted  Pol  Pot  forces] 
st  Vietnamese  aggression,  and  we 
stated  often  that  if  the  Vietnamese 
c  other  Asian  countries,  such  as 
and,  we  will  support  Thailand." 
en  the  questioning  turned  to  Iran, 
chose  his  words  even  more  careful- 
he  situation  in  Iran  is  more  compli- 
.  It  is  not  the  same  as  Afghanistan, 
urse,  we  do  not  approve  of  the  Iran- 
lolding  American  diplomatic  per- 
1  as  hostages.  We  do  understand 
he  actions  the  American  Adminis- 
n  has  taken  recently  were  taken 
difficult  conditions.  We  are  aware 
he  Soviet  Union  is  trying  to  exploit 
ituation.  We  hope  it  won't  give 
opportunity  to  the  Soviet  Union, 
e  do  have  some  differences  with 
T.S.  Administration  over  this,  par- 
rly  because  of  the  crisis  in  Afghani- 
jWe  think  the  main  attention  of  the 
should  be  focused  on  Afghanistan, 
/e  understand  that  it  is  a  difficult 
ion." 

connection  with  the  south  Asian 
ion,  Deng  Xiaoping  said  it  was  his 
that  the  U.S.  would  do  something 
antial  to  help  Pakistan, 
was  asked  about  Korea.  He  said 
i  hoped  the  two  Koreas  would  even- 
r  be  peacefully  reunited.  He  rejected 
.  proposal  for  a  four-nation  confer- 
on  Korea,  however,  saying: 
lere  is  no  question  of  a  four-party 
rence.  Formerly  you  could  say  there 
four  parties,  but  China  withdrew  all 
ijlunteers  long  ago.  Of  course,  the 
las  troops  there,  so  we  think  if  a 
solution  is  to  be  achieved  the  U.S. 
be  in  touch  with  North  Korea.  We 
always  advocated  that  U.S.  troops 
thdrawn  from  Korea  because  such  a 
Irawal  would  serve  the  interests  of  a 


dialog  between  North  and  South  Korea 
and  eventual  reunification.  We  think 
such  a  withdrawal  would  help  improve 
the  U.S.  position.  Of  course,  people  won- 
der whether  such  a  withdrawal  would 
make  it  more  difficult  to  counter  the 
Soviet  Union.  But  since  it  would  involve 
moving  the  forces  only  some  hundred 
kilometers  [to  Japan),  it  isn't  such  a 
problem." 

What  about  Taiwan,  that  old  sticking 
point?  Deng  Xiaoping  seemed  almost 
philosophical. 

"We  have  never  ruled  out  the  use  of 
force,"  he  said,  puffing  on  his  inevitable 
Panda-brand  cigarette,  "but  we  lay  our 
emphasis  on  a  peaceful  settlement.  We 
have  put  all  our  cards  on  the  table.  We 
take  a  realistic  attitude  toward  bringing 
it  back.  We  will  allow  them  to  keep  their 
social  system  unchanged,  permit  them 
to  continue  their  way  of  life.  We  will  not 
do  anything  to  lower  their  standard  of 
living.  We  will  even  permit  them  to 
maintain  their  own  armed  forces  as  a 
local  government.  But  the  point  is, 
Taiwan  is  a  part  of  the  People's  Republic 
of  China.  The  authorities  there  should 
become  local  authorities  with  wide  pow- 


ers. Our  only  requirement  is  for  them  to 
cease  calling  themselves  the  Republic  of 
China  and  to  cease  to  use  the  flag.  We  are 
most  magnanimous." 

As  a  grim  reminder  that  China — for  all 
its  moving  toward  the  U.S.  and  toward  a 
freer  economy — has  not  completely 
abandoned  its  basic  ideology,  the  ubiqui- 
tous ideological  portraits  still  include  the 
infamous  Joseph  Stalin  along  with  Marx, 
Engels  and  Lenin  ("the  new  Gang  of 
Four" — that's  the  latest  underground  po- 
litical joke  in  China).  But  this  jarring 
note  aside,  China  is  all  friendship  for 
America  and  Americans.  Deng  reminded 
us  that  China  has  pulled  out  of  the  Mos- 
cow Olympics — which  is  more  than  one 
can  say  for  such  so-called  American  allies 
as  France.  He  pointed  out  that,  just  as  the 
U.S.  has  suspended  action  on  the  SALT 
treaties,  China  has  suspended  its  talks 
with  the  Soviet  Union  over  settling  their 
differences. 

Nobody  knows  what  the  next  twist  in 
Chinese  policy  will  be  but,  for  the  mo- 
ment at  least,  there  isn't  the  slightest 
doubt  about  whose  side  the  People's  Re- 
public is  on.  ■ 


To  do  business  with  China  it  helps  to  know 
and  be  known.  Consider  E-S  Pacific  Corp. 


The  China 
trade 


By  Michael  Kolbenschlag 

ORE  THAN  A  YEAR  AGO,  when  the 

press  was  full  of  multibillion- 
dollar  deals  between  the  Peo- 
ple's Republic  of  China  and  U.S.  busi- 
ness, Forbes  warned:  "American  busi- 
nessmen would  be  wise  not  to  expect  too 
much  too  soon  from  trade  with  China." 

Events  proved  us  right.  Most  of  the 
"billion-dollar  deals"  never  got  beyond 
the  press-release  stage.  But  all  that 
means  is  that  things  move  slowly  in  Chi- 
na. There  have  been  three  winners  so  far. 
Hughes  Tool  and  Schlumberger  Ltd., 
both  energy  service  companies,  are  pre- 
dictable because  an  industrializing  China 
is  keen  to  develop  its  own  energy  re- 
serves. But  who  is  E-S  Pacific  Corp.? 


The  story  of  how  this  privately  owned, 
San  Bruno,  Calif,  company  nosed  out 
perhaps  a  hundred  potential  hotel  devel- 
opers and  won  a  joint-venture  agreement 
to  build  a  1,000-room  hotel  just  outside 
Peking  suggests  that  the  biggest  and 
best-known  American  companies  won't 
always  bring  home  the  bacon  when  deal- 
ing with  the  Chinese. 

"We  don't  see  ourselves  as  hotel  build- 
ers, but  that's  where  China's  interest 
lies,"  says  32-year-old  John  Eaton,  trea- 
surer for  the  fledgling  investment  com- 
pany founded  last  year  by  his  father,  Cy- 
rus Eaton  Jr.,  himself  a  son  of  the  late 
Cyrus  Eaton  Sr.  The  name  rings  plenty  of 
bells  in  China,  where  it  is  regarded  with 
something  approaching  reverence. 

Cyrus  Eaton  Sr.,  awarded  the  Soviet's 
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/•  s  Paciflt  Treasurer  John  Eaton 

A  lot  of  explaining,  but  worth  it. 

Internationa]  Lenin  Peace  Prize/  was  one 
of  those  curious  men  who  blend  business 
success  with  left-wing  politics — a  mix- 
ture often  helpful  in  dealing  with  social- 
ist countries.  Two  years  ago  another  Ea- 
ton family  company,  Tower  [nternation 
al,  landed  .1  $60  million  contract  to  build 
a  Leningrad  hotel. 

The  Chinese  regard  Cyrus  Eaton  Sr.  as 
resp(  ctfully  as  the  Soviets  do  Occidental 
Petroleum's  Chairman  Armaiul  Ham 
mei  Without  doubt  this,  along  with  the 
fact  that  E-S'  President  C.B.  Sung  is  him- 
self ( Chinese,  helped  E-S  win  the  tortuous 
inside  track  against  far  better-known  ho- 
tel developers.  But  still  it  w. isn't  easy. 

First  the  Chinese  were  puzzled  and 
somewhat  chagrined  by  E-S'  hotel  devel- 
opment subsidiary,  domiciled  in  Bermu- 
da. "The  C  hinese  couldn't  understand 
why  we  were  doing  this,"  says  Eaton. 
"  rhey  clearly  were  disappointed  that  it 
wasn't  U.S. -based."  Understanding  U.S. 
corporate  tax  strategy  was  just  the  begin- 
ning of  knotty  problems.  The  Chinese 
balked  .it  discussing  the  hotel  deal  with 
E-S'  lawyers  or  hankers.  "They  don't  like 
thud  parties,"  explains  Eaton.  What's 
more,  because  no  individuals  own  land  in 
China,  and  because  the  government  and 
social  structures  ire  highly  bureaucratic, 
E-S  executives  had  to  negotiate  with  25 
to  100  (  hinese  al  .1  time. 

After  six  months  of  bargaining  and 
banquets  where  gallons  of  mao  tai — a 
high-powered  grain  alcohol  likened  by 
some  to  nail-polish  remover  flowed 
freely,  the  deal  was  signed.  (It's  said  that 
the  Chinese  don't  really  like  mao  tai,  but 
the  potion  elicited  such  praise  from  Hen- 
ry Kissinger  that  now  the  Chinese  firmly 
believe  all  Americans  enjoy  it.) 

The  Chinese  wound  up  with  51%  of 
the  hotel  joint  venture,  even  though  E-S 
will  carry  all  financing  until  the  hotel  is 
open  and  generating  enough  revenues  to 
pay  down  debt.  Just  to  have  a  crack  at  the 
deal,  the  U.S.  company  spent  some  $2 
million  on  planning  even  before  the  hotel 


was  approved  by  the  Chinese. 

Hughes  Tool  didn't  have  the  same  po- 
litical edge  that  E-S  had,  but  perhaps  the 
magic  of  the  Hughes  name  helped. 
Hughes  Tool  President  James  R.  Lesch 
has  been  talking  to  the  Chinese  for  over 
four  years  about  building  a  Hughes  rock- 
bit  plant  in  China.  Finally  last"  month  he 
came  away  with  a  ten-year  $200  million 
deal  to  build  the  plant  in  central  China, 
which  will  eventually  generate  royalty 
payments  for  Hughes.  Meanwhile  the 
Chinese,  anxious  to  begin  oil  production, 
will  buy  Hughes  drilling  bits.  "It's  taken 
the  Chinese  seven  years  to  get  to  know 
us,"  says  Lesch,  a  dapper  man  of  58.  "But 
I  think  they're  beginning  to  understand 
how  U.S.  business  people  operate.  They 
tend  to  he  meticulous  and  a  little  suspi- 
cious and  ended  up  asking  a  lot  of  techni- 
cal questions." 

Hughes  tailored  the  deal  specifically  to 


11- 


will  re 


suit  China's  lack  of  foreign  cui 
Hughes  didn't  insist  on  a  joint  v,_- 
and  agreed  to  spread  terms  out  o\  N  ^ 
years,  so  the  Chinese  would  not  bq  K : 
with  any  big,  lump-sum  payments  »^ 

Some  of  the  terms  in  the  E- 
Hughes  deals  would  be  unheard 
most  world  markets,  but  for  Chin; 
corporations  seem  to  think  the  t: 
and  extra  efforts  are  justified.  "It'i 
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my  experience,"  says  Lesch,  "iha\  it 
we've  made  a  deal,  it's  a  lot  eaa 
make  more  deals  for  other  things." 

Meanwhile  Fluor  Corp.  of  Irvine, 
has  been  trying  for  15  months  tj 
down  an  $800  million  copper  rj 
project.  The  Chinese  have  appro' 
but  are  reportedly  poring  over  ii\ 
reports  and  feasibility  studies.  C 
things  don't  happen  in  China  at  th» 


to  which  Americans  are  accustomc 
then  that's  the  China  trade. 
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With  people  earning  less  than  $20,000 payi 
heavy  taxes,  you  can  bet  there  s  a  stro 
constituency  for  reduced  federal  spendh 
says  the  new  Senate  budget  chairman. 

Frugal  Fritz 


By  Jerry  Flint 


ost  of  us  will  believe  a  bal- 
anced federal  budget  only  when 
we  see  it — maybe  never.  But  the 
chances  improved  a  bit  last  month  when 
Edmund  Muskie  quit  the  Senate  to  be- 
come Secretary  of  State.  Succeeding  him 
as  chairman  of  the  Senate  Budget  Com- 
mittee was  Ernest  (Fritz)  Hollings,  the 
14-year  Democratic  Senator  from  South 
Carolina.  Muskic  was  no  spendthrift,  but 
as  a  traditional  liberal  he  was  committed 
to  many  social  programs  of  doubtful  mer- 
it. Not  so  Fritz  Hollings.  He  has  been 
critical  of  expanding  welfare  projects  and 
strong  for  more  defense.  "They  got  me 
down  as  a  militarist,"  he  says.  "Well,  I 
know  poverty,  I  know  hunger,  but  I  just 
don't  think  folks  making  $15,000  to 
$18,000  a  year  should  be  paying  taxes  to 
give  three  meals  a  day  to  people  making 
$10,000  a  year. 

"1  thmk  it  can  be  done,"  he  says  of  a 
balanced  budget.  "Being  chairman 
makes  you  a  little  more  persuasive. 
There  will  be  some  leaks  and  breaks.  It's 
not  easy."  The  $40  billion  deficit  for 
fiscal  1980  means  "an  $80  billion  swing" 
to  get  into  balance  next  fiscal  year.  The 
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Senator  Ernest  Hollings,  new  budget  he 
A  chairman  is  a  bit  more  persuasi 

lobbyists  put  the  pressure  on,  he  n 
especially  "the  cities  and  counties, 
Jackson  saying  the  sky  is  falling."  ' 
support  deficit  financing  to  support 
social  programs.  But  Hollings  says 
gress  is  working  to  control  costly,  W 
ful  programs.  "People  are  coming  to 
paying  your  damn  bills  for  a  change- 
says.  "I've  got  a  feeling  we've  got  tc 
those  bills." 

Budget-making  is  not  a  single  a« 
but  a  long  process.  The  President 
poses  a  budget,  as  he  has — twice 
fact — for  1981,  and  the  Congress  n 


FORBES,  |UNE  9; 


and  sets  it  as  a  goal.  This  fall 
ess  will  review  and  possibly  adjust 
'81  budget.  But  that's  just  the  be- 
g,  for  actual  spending  may  easily 
1  the  budget  goals.  For  fiscal  1980, 
\  Sept.  30,  for  example,  the  budget 
jounced  from  a  $20  billion  deficit 
i  billion  and  will  probably  end  up 
ast  $40  billion.  When  the  current 
deficit  was  soaring  this  spring,  be- 
e  became  the  committee  chair- 
Hollings  tried  to  freeze  the  deficit 
)wer  level:  "The  economy  is  in  a 


real  emergency,  and  1980  dollars  have 
every  bit  as  big  an  impact  as  1981  budget 
dollars.  Everyone  is  looking  at  the  1981 
proposals,  and  I  am  no  exception,  but  I 
want  to  make  certain  we  don't  break  our 
promises  and  bust  the  1980  budget  even 
more.  He  lost,  but  fights  for  '81  now. 

"The  task  is  to  hold  it,"  says  Hollings, 
an  ex-governor  of  South  Carolina  and  a 
Senator  since  1966.  He  recalls  some  of 
the  steps  that  led  to  the  growing  deficits: 
"We  had  the  idea  of  revenue  sharing 
rather  than  categorical  grants  to  the 


states.  We  got  both."  Then  there  was  the 
"full  employment  budget,"  the  theory 
that  the  Congress  should  pretend  there 
was  prosperity  when  there  wasn't,  and 
spend  accordingly. 

The  change  at  the  Budget  Committee 
from  Muskie  to  Hollings  doesn't  mean 
social  spending  will  be  cut  to  the  bone 
while  the  military  slurps  at  the  trough. 
Even  the  Budget  Committee  chairman 
doesn't  have  that  much  power.  But  Hol- 
lings changes  the  tilt  a  bit,  and  every 
little  tilt  helps.  ■ 


60  years,  railroadmen  have  dreamed  of 
solidating  into  a  few  powerful  systems.  Is 
dream  finally  coming  true? 


Here  come 
the  megamergers 


By  James  Cook 


Megamerger 


rlington  Northern  will  be  longer,  a  Union  Pacific-MOP  combine  should 
ke  more  money,  but  with  close  to  $9  billion  in  assets,  a  Santa  Fe-SP  merger 
uld  create  the  industry's  largest  and  most  widely  diversified  company. 


One  good  merger  deserves  an- 
other. That's  the  philosophy  be- 
hind last  month's  grandiose  pro- 
posal to  merge  the  mighty  Santa  Fe  In- 
dustries with  the  somewhat  bigger  but 
less  profitable  Southern  Pacific  Co.  Santa 
Fe  Chairman  and  CEO  John  S.  Reed  calls 
it  a  "megamerger."  What  brought  it  on 
was  the  announcement  in  January  that 
the  rival  Union  Pacific  was  planning  to 
merge  with  Missouri  Pacific.  Prior  to 
that,  says  Santa  Fe  President  John  J. 
Schmidt,  "We  thought  we  could  compete 
very  effectively  on  our  own. 

"With  the  formation  of  the  megarail- 
roads  in  the  West  [BN  and  UP]  and  a 
looming  megarailroad  in  the  East  [Ches- 
sie-Seaboard],  you  have  to  look  at  where 
you  will  be  in  the  long-range  future," 
Schmidt  says.  "Two  very  strong  corri- 
dors have  developed  and  are  developing 
in  the  West — the  Burlington  Northern  in 
the  northern  corridor,  the  Union  Pacific 
in  the  middle  corridor.  We  think  a  strong 
southern  corridor  will  result  in  greater 
viability  long  term  for  the  transportation 
system  in  the  West." 

It  would  certainly  create  a  huge  sys- 
tem: $8.9  billion  in  assets,  $5.1  billion  in 
revenues  and  25,000  miles  of  track.  For 
the  Santa  Fe,  Southern  Pacific  was  prob- 
ably the  best  of  a  limited  number  of 
choices.  Unlike  the  Missouri  Pacific, 
whose  fortunes  have  been  intermittently 
improving  for  nearly  two  decades,  South- 
ern Pacific's  earning  power  has  been  in 
decline.  SP  lacked  the  coal  and  grain  traf- 
fic that  have  transformed  Santa  Fe's 
prospects  in  recent  years,  and  its  efforts 
to  diversify  into  other  things — telecom- 
munications and  mortgage  insurance — if 
not  unsuccessful,  have  not  yet  paid  off. 
"From  the  facts  and  figures,"  Schmidt 
concedes,  "Southern  Pacific  hasn't  been 
doing  too  well  lately — that's  obvious." 
But  Santa  Fe's  Chairman  John  Reed  and 
Southern  Pacific's  Chairman  and  CEO 
Benjamin  F.  Biaggini  saw  the  competi- 
tive position  of  the  two  roads  in  jeopardy 
from  UP's  merger  and  argued  grimly  that 
the  "efficiencies  inherent  in  this  combi- 
nation are  necessary  to  maintain  our 
competitive  position." 


V  JUNE  9,  1980 


39 


Certainly  the  merger  would  improve 
the  competitive  position  of  the  two  com- 
panies— insofar  as  each  would  be  elimi- 
nated as  the  other's  competitor.  Whether 
the  merger  would  make  for  operating 
efficiencies  is  difficult  to  assess,  but  the 
history  of  similar  mergers — Penn  Cen- 
tral, Seaboard  Coast  Line,  to  cite  the 
most  notable  precedents — is  not  exactly 
encouraging. 

For  Southern  Pacific,  the  merger  of- 
fered an  opportunity  to  dilute  its  prob- 
lems in  a  larger  entity  and  to  avoid  the 


massive  ($250  million)  expenditures  that 
would  be  necessary  if  it  succeeded  in 
acquiring  the  Tucumcari  line  from  the 
Rock  Island  and  rebuilding  it  to  compete 
with  the  Santa  Fe.  The  deal  would  also 
cut  Southern  Pacific  in  on  Santa  Fe's 
booming  coal,  grain  and  oil  income. 

True,  having  produced  44%  of  the 
combined  company's  earnings  last  year, 
Southern  Pacific  would  end  up  with  only 
40%  of  -the  merged  company's  equity. 
This  seemed  to  be  recognition  of  the  fact 
that  Santa  Fe's  earnings  trend  has  been 


more  favorable  than  Southern  Pa 
"On  a  one-,  three-  and  five-year  I 
Schmidt  observes,  "the  projected 
earnings  of  both  companies  will 
pretty  close  to  that  [40%)  figure." 

What  chance  does  sucb  a  merge 
before  the  ICC?  At  this  point 
anybody's  guess.  Certainly  Union  ] 
is  not  likely  to  raise  any  objection 
with  a  merger  of  its  own  in  the  i 
and  if  that  megamerger  takes  place 
ta  Fe  may  be  able  to  argue  that  it  i 
its  own  megamerger  inevitable 


$0 

m 


The  spirit  of  tax  reform  that  is  sweeping  the 
nation  seems  to  be  getting  out  of  hand  in 
California,  where  it  all  began. 


Tax  reform, 
Robin  Hood  style 


If  you  think  that  the  most  contro- 
versial item  on  the  June  3  ballot  in 
the  California  state  primary  is  Prop- 
osition 9,  Howard  Jarvis'  attempt  to  cut 
California  state  income  taxes  by  50%, 
take  another  look.  While  Jarvis  has  been 
grabbing  all  the  headlines,  an  unlikely 
alliance  including  California  Governor 
Jerry  Brown,  the  Sierra  Club,  the  League 
of  Women  Voters  and  even  Jane  Fonda 
has  been  stumping  the  state  in  support  of 
Proposition  11,  an  unabashed  attempt  to 
"Tax  Big  Oil" — as  it  says  on  T-shirts 
seen  along  Venice  Beach. 

Proposition  11  would  levy  a  10%  sur- 
tax on  the  California  profits  of  any  com- 
pany that  obtains  at  least  50%  of  sales 
from  the  processing,  distribution  or  mar- 
keting of  oil,  natural  gas,  coal  or  urani- 
um. Proponents  of  the  bill  say  the  mea- 
sure would  produce  as  much  as  $400  mil- 
lion next  year  that  could  be  put  aside  to 
fund  alternative  energy  development  and 
the  bettering  of  mass  transit. 

The  philosophy  behind  the  surtax  is  at 
least  as  old  as  Robin  Hood.  But  the  no- 
tion of  taking  from  the  rich  to  give  to  the 
poor  is  visibly  spreading  in  the  surly  tax 
reform  mood  that  has  been  developing  in 
California.  With  an  estimated  1980  bud- 
get surplus  of  $2.6  billion,  the  state  gov- 
ernment itself  is  the  biggest  target.  Right 
behind  it  stand  the  oil  companies.  (In- 
deed, it's  said  that  if  Proposition  9  does 
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California  Controller  Kenneth  Cory 

"Not  through  plebiscite  and  pressure." 

lose  in  California — as  seems  likely — it 
will  only  be  because  opponents  were  able 
to  develop  a  good  case  that  income  tax 
hurts  the  rich  more  than  the  poor.  So 
why  cut  it  and  help  the  big  guys  out?) 

To  hold  off  "Prop  11"  the  energy  com- 
panies have  predictably  circled  their 
wagons  into  a  multi-industry  opposition 


force  called  Californians  for  Fail 
ation.  Few  oil  executives  will  pok« 
heads  out  of  this  group  for  fear  of 
ring  still  further  reprisals  by  the  ci 
ry.  Thus,  one  top  official  at  Standa 
of  California  in  San  Francisco  says 
not  for  attribution — that  SoCal,  a: 
ployer  of  over  16,000  in  Calil 
might  actually  consider  moving  « 
the  state  if  this  kind  of  antibusines 
timent  continues.  Another  rare  gl 
of  the  oil  company  angst  comes 
Sidney  R.  Petersen,  chairman  and 
of  Getty  Oil  in  Los  Angeles.  Says 
sen:  "If  Prop  11  passes,  and  it  pre 
would  if  the  vote  were  held  toda1 
state  income  taxes  would  doubl 
base  our  investments  in  Californ 
incentive,  and  a  doubling  in  the  ta 
would  mean  less  oil  would  be  produ 
California.  That  would  cost  the  stai 
the  nation." 

No  matter  what  happens  on  the  ) 
ballot,  California  tax-reform  supp 
are  already  trying  to  qualify  yet  an 
populist  measure  for  the  upcomin, 
vember  ballot.  This  one,  the  tax  sir  i 
ity  act,  would,  among  other  thingi 
crease  California  corporate  tax  rat 
all  companies  by  25%.  The  res\ 
jump  from  9.6%  to  12%  would  load 
California  companies  the  nation's 
est  corporate  tax  rate. 

The  apparently  growing  effort  to' 
it  to  the  rich  through  ballot-box  tj 
form  clearly  worries  State  Cont 
Kenneth  Cory.  "I'm  not  an  advocj 
big  oil,"  he  says,  "but  these  kinds  i 
reforms  are  reacting  to  immediate 
tional  needs.  I,  too,  think  taxes  shoi 
cut,  but  not  this  way.  Not  throug 
plebiscite  and  pressure  groups.  Basil 
nomic  needs  are  being  ignored." 

The  mere  specter  of  what  could 
pen  in  California — the  nation's 
populous  and  prosperous  state — wai 
ficient  for  both  Standard  &  Poor': 
Moody's  recently  to  downgrade  th 
ing  on  $6  billion  in  California 
bonds.  It  was  a  warning  to  Califor 
that,  if  they  don't  stop  playing  f 
Hood  with  tax  reform,  they  may  en 
living  out  yet  another  fairy  tale:  tin 
about  the  Golden  Goose  that  c 
make  it.— Michael  Kolbenschlag 
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FORBES,  JUNE' I 


es  a  bit  of  irony:  General  Motors,  which 
so  much  to  end  the  railroads'  near  mo- 
)o/y  on  transportation,  is  making  a  nice 
:k  out  of  the  railroad  business. 

"Just  keep  it 
comin'  in" 


By  Bob  Tamarkin 


h-Motive's  new  diesel  (above)  ctnd  those  who  build  it  at  the  La  Grange,  III  plant 
1P40X,  a  3,500-hp  prototype  used  by  Union  Pacific,  is  the  forerunner  of  a 
native  series  expected  to  be  adopted  by  V.S.  railroads.  It  is  faster  and  uses 
ruel  than  the  old  3,000-hp  model,  but  hauls  a  third  more  tonnage. 
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THE  ONLY  UNFAILING  BRIGHT  SPOT 
for  General  Motors  Corp.  these 
days  is  a  division  based  in  La 
Grange,  111.,  which  by  itself  is  a  big  com- 
pany but  is  almost  unnoticed  in  GM's 
gigantic  scheme  of  things.  In  La  Grange, 
at  the  4  million-square-foot  Electro-Mo- 
tive plant,  some  1 1,000  workers  are  busy 
in  two  shifts  daily,  churning  out  5!/2  gi- 
ant diesel-electric  locomotives.  Another 
1,700  at  Plant  No.  2  in  South  Chicago  are 
making  cab  sides  and  engine  and  trans- 
mission components.  Depending  on  op- 
tions (some  150),  the  engines  cost  any- 
where from  $500,000  to  $700,000  each; 
the  sale  of  diesel  components  and  other 
power  products  adds  the  production 
equivalent  of  another  3  engines  a  day, 
according  to  Warren  A.  Fox,  director  of 
division  sales.  Electro-Motive's  heavy- 
duty  diesel  engines  also  go  into  every- 
thing from  oil  rigs  to  tuna  boats.  Total 
sales:  more  than  $1.2  billion  a  year,  a 
21%  increase  over  those  of  1978.  Rail- 
road locomotives  may  not  be  the  glamor- 
ous market  they  were  in  the  grand  days 
of  railroading,  but  the  nation  still  needs 
the  railroads,  and,  with  a  solid  75%  of 
the  U.S.  locomotive  market,  Electro-Mo- 
tive seems  to  have  an  assured  future.  Its 
profits  last  year  were  an  estimated  $40 
million;  this  year  probably  $45  million. 

"We're  working  on  a  backlog  through 
early  1981,"  says  a  smiling  Peter  K.  Hog- 
lund,  53,  GM  vice  president  and  division 
general  manager.  No  downturn  appears 
in  sight.  The  statistics  support  Hoglund's 
optimism.  Railroads  currently  haul  one- 
third  of  the  ton-miles  with  1.6%  of  the 
total  amount  of  petroleum  used  in  the 
nation.  Moreover,  last  year  the  railroads 
hauled  an  alltime  record  900  million  ton- 
miles,  up  from  760  million  ton-miles  in 
1969.  Through  April  of  this  year,  despite 
the  general  economic  slowdown,  ton- 
miles  were  running  ahead  of  last  year  by 
nearly  8%.  Dramatic  increases  in  coal, 
grain  and  paper  production,  Hoglund 
says,  have  proved  a  boon  for  the  rail- 
roads. "Railroads  have  gone  through 
some  tough  times,"  he  says,  noting  that 
in  1975  Electro-Motive  was  building  only 
V-h  to  3  engines  a  day.  "We  know  this 
country  needs  a  rail  system."  Unfortu- 
nately for  Electro-Motive  but  fortunately 
for  the  railroads,  locomotives  are  tough 
machines  and  last  for  30  years  or  longer. 
Still,  with  27,000  of  them  plying  the  na- 
tion's tracks,  replacement  demand 
comes  to  900  a  year  and  there  is  an  equal 
dollar  volume  in  parts  and  rebuilding. 

Hoglund,  a  tall,  affable  31 -year  GM 
veteran  with  a  degree  in  mechanical  en- 
gineering from  Princeton  University,  en- 
joys a  measure  of  independence  within 
the  GM  framework  that  few  of  his  peers 
can  match:  "We  love  our  business  be- 
cause there  are  few  people  meddling  in 
it,"  he  says.  "In  the  auto  business,  every - 
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body  is  an  expert."  Every  time  he  sees 
GM  President  Elliot  M.  (Pete)  Estes, 
laughs  Hoglund,  "He  tells  me  )ust  to 
'keep  it  comin'  in.'  " 

That's  exaetly  what  Eleetro-Motive 
has  been  doing.  GM  recently  sold  47  all- 
electric  locomotives  for  $135  million  to 
Amtrak  for  use  in  the  busy  Washington- 
New  York  Northeast  Corridor.  Chicago 
&  Northwestern  Railroad  has  ordered  50 
of  GM's  newest  3,500-horsepower  loco- 
motives, designed  to  go  faster  and  haul 
one-third  more  than  the  older  3,000- 
horsepower  model.  The  engines  employ 
a  radar  device  that  automatically  con- 
trols ground  speed.  Twenty-three  proto- 
types have  been  in  use  by  Santa  Fe, 
Union  Pacific,  Southern  Pacific  and 
Southern  railroads,  accumulating  some  5 
million  miles.  Each  engine  carries  a  price 
tag  of  more  than  $500,000. 

GM's  competition  is  another  giant, 
General  Electric,  whose  Erie,  Penna.- 
based  Transportation  Systems  Business 
division  has  the  remaining  25%  of  the 
U.S.  market.  However,  GM's  over- 
whelming volume  doesn't  give  it  a  price 
advantage.  The  main  reason:  labor  costs. 
GM's  United  Auto  Workers  are  paid  $3 
to  $4  an  hour  more  than  GE's  United 
Electrical  Radio  &  Machine  Workers  of 
America.  It's  not  that  GE  has  been  un- 
aggressive in  exploiting  this  advantage, 
but  for  years  GM  had  the  domestic  mar- 
ket all  to  itself. 

A  General  Electric  predecessor  com- 
pany built  its  first  locomotive  back  in 
1880,  but  it  didn't  get  into  the  fast- 
freight  domestic  diesel-electric  market 
until  1960 — more  than  20  years  after 
GM.  Electro-Motive  was  acquired  by 
GM  in  1930  and  5  years  later  the  La 
Grange  facility  was  built,  then  a  modest 
201,000  square-foot  plant  employing  400 
persons.  By  the  1950s  GM  was  highball- 
ing ahead,  leaving  in  its  tracks  such 
once-great  companies  as  Baldwin  Loco- 
motive, American  Locomotive  and 
Lima-Hamilton,  who  have  long  since 
dropped  out  of  the  locomotive  business. 

Today  there  are  more  than  45,000  GM 
locomotives  made  by  Electro-Motive  and 
its  nine  overseas  associates  operating  in 
52  countries.  This  compares  to  GE's  five 
overseas  affiliates  and  about  8,200  loco- 
motives. Nevertheless,  insists  GM's  Fox, 
"Competition  is  tough  in  the  foreign 
markets."  Lately,  everywhere  GM  turns 
overseas  it  runs  into  GE.  For  example,  in 
April  GE  outbid  Electro-Motive  to  land  a 
contract  with  Mexico  for  delivery  of  600 
to  1,000  locomotives  over  the  next  ten 
years.  It  is  the  biggest  such  order  in  GE 
history,  worth  between  an  estimated  $48 
million  and  $70  million  in  the  first  year 
alone.  Mexico  already  has  319  GE-built 
engines  and  an  additional  42  will  be  de- 
livered this  year. 

"All  developing  countries  need  a  rail- 
road to  increase  their  gross  national 
product,"  Fox  says.  China?  Says  Hog- 


lund:  "China  has  got  great  desires,  but 
little  money  to  pay  for  them.  [GM  Chair- 
man] Tom  Murphy  wants  to  know  when 
we're  going  to  stop  visiting  and  start 
selling." 

While  Electro-Motive-s  backlog  is 
bulging,  these  things  can  change  fast. 
"Once  railroads  start  canceling  orders, 


you  can't  do  anything  about  it,' 
Hoglund.  He  admits  that  GM  sale! 
already  been  hurt  a  bit  by  the  ban 
Rock  Island,  which  sold  its  engn 
other  railroads.  "We've  told  the 
leadership  that  layoffs  may  be  con 
Hoglund  says.  But  he's  keeping  hi 
gers  crossed.  ■ 
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A  strong  currency  can  be  dangerous  to  yc 
health.  Consider,  for  example,  the  plight 
British  jet-engine  maker  Rolls-Royce. 


Catch  $2.25 
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By  Barbara  Ellis 


IN  THE  GRIMY  INDUSTRIAL  TOWN  of 
Derby,  126  miles  north  of  London, 
U.S.  foreign  policy  and  the  dollar's 
performance  are  hot  topics.  It's  self-in- 
terest. This  is  the  center  of  Rolls-Royce's 
aircraft  engine  operation. 

In  the  entrance  hall  of  RR's  factory 
headquarters,  a  church-style  stained- 
glass  window  honors  Britain's  World 
War  II  pilots.  RR  engines  powered  the 
Spitfires,  Hurricanes  and  Lancasters  that 
held  off  Germany's  Messerschmitts,  Stu- 
kas  and  Heinkels  nearly  40  years  ago. 
Today,  however,  RR's  battle  is  to  hold  on 


to  and  increase  its  share  of  the  corn 
cial  aircraft  engine  market,  estimat 
be  worth  $60  billion  in  the  Eightie 
adversaries:  General  Electric's  aii 
engine  division  and  United  Technoh 
Corp.'s  Pratt  &.  Whitney.  Current 
ket  shares  are  estimated  at  42^ 
PikW,  20%  for  GE  and  15%  for  RR 
Approximately   one-fourth  of 
sales  come  from  its  RB  211  engines, 
rently  used  in  Lockheed's  TriStar 
Boeing's  747,  an  engine  series  com|- .» 
tive  with  GE's  CF6  and  P&W's  JT9. 
major  customers  as  well  as  compet 
based  in  the  U.S.,  RR  signs  most 
tracts  in  U.S.  dollars.  And  that,  RB 
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Rolls-Royce  RB  211-535C  engine,  on  test  for  Boeing's  757- 
A  tab  Thatcher's  Tories  have  to  pick  up.  


i  early  in  May,  could  cost  the  corn- 
it  least  $100  million  by  1981. 

problem,  of  course,  is  that  while 

evenues  come  in  the  form  of  dol- 
le  majority  of  its  raw  materials  and 
costs  are  in  pounds.  The  fact  that 
jund  has  soared  26%  against  the 
since  early  1978  explains  why  RR's 
:hairman,  Sir  Frank  McFadzean 
=s,  Dec.  10/ 1979),  reported  a  "very 
>ointing"  $132.5  million  loss  for 
m  sales  of  $1.9  billion.  This  has  led 
:ertain  amount  of  levity  in  RR's 
force.  "Here's  the  company  always 
ting  us  to  increase  productivity," 
3ne  worker.  "We  do,  and  all  the 
is  knocked  into  oblivion  because 
financial  wizard  miscalculates." 
calculation,  of  course,  had  nothing 
i  with  it.  "These  aren't  actual 
,"  explains  RR's  ex-chairman,  in- 
lent  banker  Lord  Keith,  who  head- 
for  the  seven  years  up  to  the  end  of 
Keith,  now  back  full  time  in  the 
e  sector  with  Hill  Samuel,  goes  on: 
i  are  provisions  for  losses  that 
be  made  [on  engines  already  sold]  if 
lg  remains  at  its  present  level 
j.  I  personally  don't  think  it  will." 
iewed  by  Forbes  in  his  office  next 
to  RR's  London  headquarters,  the 
itly  pin-striped  Lord  Keith  was 
ilogetic  about  contracts  (as  with 
\m  for  TriStars  and  Eastern  for 
that  critics  say  were  priced  too 
le  says  the  prices  had  to  be  low  to 
RR  in  the  running.  "The  others 
competitors]  take  contracts  on  a 
nal  basis,"  he  says.  "This  is  the 
for  market  share."  He  is  right,  of 

Had  RR  tried  pricing  its  contracts 
£  assumption  that  the  pound  was 
to  be  driven  higher  by  Britain's  oil 
i,  RR  probably  wouldn't  have  ended 
:h  any  U.S.  business  at  all. 
any  rate,  the  present  situation  is 
lg  like  1971.  That  was  the  year  RR, 
private  company,  ran  out  of  cash 
d  to  develop  its  RB  211  series.  It 
to  get  Edward  Heath's  Tory  gov- 
:nt  to  hand  out  the  kind  of  bailout 
seed,  its  partner  on  the  TriStar  proj- 
)t  from  Congress.  Instead,  RR  went 
an    image-crushing  bankruptcy. 

takeover  followed,  though  the 
auto  division  was  reborn  as  a  sepa- 
lublicly  held  company, 
h  is  again  running  low  at  RR,  but 
me  bankruptcy  isn't  an  option.  An- 
antihandout  Tory  government  has 
:iuick  to  affirm  its  support  for  the 
it  programs,  which  include  devel- 
the  RB  21 1-524B  for  the  advanced 
r  and  the  RB  211-535C  for 
l's  757 — the  first  time  Boeing  has 
i  foreign  engine  as  standard  equip- 
on  a  new  model.  Impressed,  Sir 
Joseph's  Industry  Ministry  rapidly 
up  additional  aid  of  $408  million 
is  year,  and  converted  some  inter- 
aring  loans  to  noninterest  equity. 


Rolls-Royce  Rli  211-524  in  production 
The  pound  soared:  So  did  losses. 


Rolls  is  far  from  being  the  only  British 
manufacturer  hurt  by  the  strong  curren- 
cy. Unlike  some  of  the  others,  however, 
RR  is  important  in  that  it  helps  keep 
Britain  in  the  forefront  of  technology.  It 
certainly  didn't  hurt  the  company  when 
it  was  announced  last  month  that 
America's  Pratt  &  Whitney  would  team 
with  Rolls  to  produce  jointly  a  British- 
designed  engine  for  jet  fighters  that  will 
be  capable  of  vertical  and  short-run  take- 
offs.  Apparently  Prime  Minister  Marga- 
ret Thatcher  and  her  ministers  have  de- 
cided that  RR's  prospects  are  good 
enough  to  warrant  the  extra  aid. 

"Spain  300  years  ago  was  ruined  by  too 
much  silver,"  laments  Philip  Whitehead, 
a  Labour  member  of  Parliament  who 
sees  oil  as  a  similar  threat  to  Britain 
today.  Whitehead,  whose  constituency 
includes  18,000  Rolls  workers,  often  ex- 
horts the  government  to  drive  down  the 
pound's  value.  Alas,  in  this  complex 
modern  world,  a  strong  currency  creates 
as  many  problems  as  a  weak  one.  I 


Bumpy  road  ahead.  So  hit  the  accelerator, 
says  Cummins  Engines  Hemy  Schacht. 


Fasten 
seat  belts 


By  Harold  Seneker 


In  1974,  80%  of  Cummins  Engine 
Co.,  Inc.'s  backlog  was  canceled  in  21 
days.  This  year,  Henry  B.  Schacht, 
45,  already  plans  2,000  layoffs  among  his 
12,000  Columbus,  Ind.  workers.  But  un- 
like a  lot  of  business  people  Schacht  is 
already  making  plans  for  1990.  For  Cum- 
mins (1979  assets,  $1.1  billion),  that 
means  capital  spending  of  nearly  $900 
million  in  the  next  five  years,  at  least 
$400  million  of  it  using  new  debt. 

That  may  sound  very  gutsy,  but  CEO 
Schacht  and  his  board  see  it  more  as  a 
necessity,  despite  the  extreme  volatility 
of  the  heavy-duty  diesel  truck  engine 
business.  Facing  competition  from  Gen- 
eral Motors,  Caterpillar  and  Mack 
Trucks,  big  European  competitors,  and 
the  frequently  whimsical  surveillance  of 
the  Environmental  Protection  Agency, 
Cummins  is  not  without  its  problems. 


Cummins  stock  has  lately  been  selling 
for  around  29'/2,  about  4.3  times  1979's 
earnings  of  $6.68  a  share  on  sales  of  $1.7 
billion  (down  from  $7.99  in  1977),  and 
not  very  impressive  when  you  consider 
that  book  value  is  $57  a  share  and  net 
current  assets  come  to  nearly  $35.  "The 
price  is  being  held  up  as  high  as  it  is," 
grouses  one  security  analyst,  "by  take- 
over rumors  because  Gulf  &  Western 
bought  513,000  shares  [about  6.15%  of 
the  total  outstanding]."  But  then,  seem- 
ingly contradicting  himself,  he  adds  that 
the  founding  family  still  owns  25%,  "and 
you're  not  going  to  do  anything  without 
them."  Which  maybe  says  Charles  Bluh- 
dorn  really  is  buying  for  investment  and 
sees  things  that  less  perceptive  investors 
are  missing. 

Unlike  investors  with  a  short  atten- 
tion span,  Schacht  must  consider  the 
middle  distance.  And  what  he  sees  is 
that  the  price  of  diesel  fuel,  now  around 
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$1 .10  a  gallon,  could  we  ll  cost  $5  a  gallon 
in  1990  (an  increase  of  only  14.7%  a 
year).  And  that,  as  Schacht  and  Cum- 
mins see  it,  creates  opportunities  Cum- 
mins cannot  pass  up,  however  big  the 
capital  investment. 

Diesels'  fuel  consumption  runs  a  good 
third  below  that  of  gasoline  engines,  and 
maintenance  costs  are  minuscule  by 
comparison,-  the  engines  last  as  much  as 
500,000  miles  with  only  minimal  over 
hauls.  You  invest  2  to  3  times  the  price  of 
a  comparable  gasoline  engine  to  get 
those  savings. 

In  the  days  of  cheap  fuel,  that  kind  of 
economics  worked  mainly  in  the  heavi- 
est workhorse  situations — heavy-duty 
highway  trucks  (Class  8,  33,000  gross 
pounds  and  up),  monster  offroad  equip- 
ment and  such  industrial  applications  as 
generator  sets.  Or  in  Europe,  where  fuel 
costs  were  already  high.  Under  Schacht's 
predecessor,  J.  Irwin  Miller,  Cummins 
sold  to  these  other  markets,  but  concen- 
trated on  building  the  biggest,  highest- 
priced,  most  lucrative  truck  engines 
whose  reputation  was  so  high  that  truck 


buyers  often  specified  Cummins  engines 
in  GM,  Mack  or  International  Harvester 

vehicles. 

Thanks  to  OPEC,  the  market  is  broad- 
ening decisively  and,  strictly  on  a  cost- 
benefit  basis,  many  smaller  trucks  ought 
to  have  diesel  engines,  says  Schacht. 

So,  on  top  of  Cummins'  ongoing  cap- 
ital spending,  Schacht  is  adding  costly 
new  engines  to  compete  for  smaller 
trucks.  That  includes  building  an  entirely 
new  line  of  smaller  engines  with  J.I. 
Case,  Tenneco's  offroad  equipment  mak- 
er. These  engines,  designed  for  Case's 
products,  will  be  adaptable  to  trucks  all 
the  way  down  to  pickups.  Altogether, 
they  will  require  an  investment  by  Cum- 
mins of  $600  million. 

Schacht,  a  careful,  logical  man,  is  obvi- 
ously excited  by  the  prospects.  "In  the 
U.S.,  there  is  a  market  of  about  200,000 
Class  7  and  8  trucks  a  year;  it's  growing 
perhaps  2%  to  3%  a  year,  and  it's  virtual- 
ly all  diesels.  Adding  Class  6  virtually 
doubles  that  market.  Then  there  are 
Classes  3,  4  and  5,  only  about  40,000 
specialty  vehicles  a  year  in  the  U.S.  but 


Henry  B.  Schacht  of  Cummins  Engine 

The  way  the  price  of  gasoline  is  going  up,  it's  a  bargain  at  $900  million. 

44 


very  big  in  Europe,  and  we  get  a  th 
our  revenues  from  abroad  now.  Fia 
some  300,000  or  so  of  the  harder-wo 
Class  2  pickups  might  become  c 
dates  for  diesels  by  1990." 

Schacht  spins  out  these  plans  a] 
temporary  headquarters  in  a  smal 
mer  hotel  on  Washington  Streel 
downtown  Columbus,  Ind.,  while  C 
mins'  three-block-long  concrete  <j 
building  goes  up  a  couple  of  blocks  a 
He  makes  clear  that  Cummins'  phei 
enal  success  in  1976  and  1977  was  u( 
tainable,  because  it  stemmed  from  a| 
time  advantage  over  its  principal  t 
petitor,  GM's  Detroit  Diesel  Al 
division.  Cummins  introduced  a  fu« 
ficient  engine  that  GM  couldn't  rri 
(Forbes,  July  15,  1977)  and  its  shai 
the  Class  8  market  shot  up  from  a  tl 
tional  49%  to  54%.  That's  why  earn 
in  1977  hit  $7.99  a  share,  compared 
the  previous  cyclical  peak's  earn] 
1973's  $3.53  a  share.  The  GM  divia 
whose  market  share  dropped  below  2 
came  back  quickly  with  its  own 
proved  models  and  muscled  its  wayl 
up  by  offering  costly  warranty  dealg 
the  same  time,  Cummins  ran  into  hi 
uncharacteristic  manufacturing  glit 
on  EPA-required  changes. 

Now  the  pricing  pressure  is  mod* 
ing,  but  the  recession  is  upon  us 
first  quarter  earnings,  hurt  by  the  Iij 
national  Harvester  strike,  were  onli 
cents  a  share,  compared  with  $2.fl 
year  before.  Margins  swing  wildly  in| 
years,  so  Wall  Street  estimates  for  a| 
1980  range  upward  from  $1.60  a  shai 

But  even  if  the  recession  wors) 
Schacht  feels  the  company's  fundan 
tal  financial  structure  is  more  than 
quate  to  support  his  expansion  plJ 
"People  forget  we  are  a  large-cash-f 
business.  Our  operating  profit  last  I 
was  $107  million  and  depreciation 
$43  million,  while  interest  expense 
$22  million  and  the  dividend  $15  i 
lion.  It's  cash  flow  that  pays  the  inte 
and  the  dividend."  Which  leaves  thei 
tire  net  profit  for  reinvestment. 

"Actually,"  says  Schacht,  "our  w* 
cash  stress  is  right  now,  when  evi 
thing  is  still  going  full  tilt  and  costsl 
rising  from  inflation,  and  we  have 
carry  large  amounts  of  inventory  and 
ceivables.  But  incoming  business  is  si 
ing  down  drastically.  Later,  during 
recession,  the  receivables  and  in« 
tories  run  off  and  cash  flows  in. 

"We  don't  begin  any  stage  until 
have  it  completely  prefunded,"  Scha 
goes  on,  "and  we  have  several  poi 
built  in  where  we  can  stretch  things 
if  we  need  to.  We  assume  another  19 
75  recession  this  time,  and  then  a  seci 
recession  around  1985."  There's  a  i 
tain  risk,  but  with  OPEC  and  technol 
on  Cummins'  side,  it  seems  minirt 
Still  there  could  be  a  rough  ride  for  Ci} 
mins,  for  a  while.  ■ 
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HILTON 


AKETHE 
SHORTCUT  TO  TOUR  ROOM. 


ign  up  now  for  Hilton  Quick  Check!  And  never  waif  in  line  again 


pplication  for  Hilton  QUICK  CHECK. 

i  a  Quick  Check  member,  you  have  a  guaranteed 
st  night  reservation.  And  your  room  key  waiting 
the  Quick  Check  lobby  location.  Apply  now. 


Home  Address. 


.City 


State. 


.Zip. 


.Ttete( 


I  agree  to  cancel  my  Quick  Check  reservation  if  not  needed,  or  to  accept 
a  charge  for  the  first  night's  room  rental  through  direct  hilling. 


Date- 


Signature. 


me. 


mpany. 

!dress_ 


.Title. 


.State. 


.Tele  (  ). 


imber  of  business  trips  per  year_ 


FB-6/6 


For  reference  purposes  only,  provide  name  and  number  of 
one  of  these  credit  cards:  Hilton,  Carte  Blanche,  American 
Express,  Visa,  Diners,  Master  Charge. 

Credit  Card  —  


Number  

Mail  to;  Director  of  Commercial  Sales,  Hilton 
Hotels  Corp.,  National  Marketing  Division, 
9880  Wilshire  Blvd.,  Beverly  Hills,  Calif.  90210. 

There's  no  place  like 


THEM  RAILWAY  CARRIES  THIS  MAM 
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Guess  how  far  a  truck 
could  carry  it. 

L.  Stanley  Crane,  Chairman,  Southern  Railway  System,  Washington,  D  C.  20013 

The  railroad  is  the  most  efficient  user  of  fuel  in  the 
transportation  industry.  Bar  none. 

And  the  Southern  Railway  is  one  of  the  most  efficient 
railroads  in  the  country. 

For  instance,  on  the  Southern,  this  500-lb.  stack 
of  blankets  can  travel  896  miles  on  one  gallon  of 
fuel.  How  far  could  a  truck  carry  it  on  the  same 
amount  of  fuel?  Well,  the  railroad  is,  on  average, 
about  four  times  more  fuel-efficient  than  trucks 
and  60  times  more  efficient  than  planes.  So  it's 
easy  to  see  that  trucks  can't  carry  freight  any- 
where near  as  far  as  railroads  can  per  gallon 
of  fuel. 

What  does  this  mean  for  the  future?  Well,  it 
means  that  trucks  will  be  used  less  and  less  for 
long  hauls. 

More  and  more  products  will  ride  on  the 
Southern,  and  trucks  will  be  used  for  distribu- 
tion at  the  other  end  of  the  line.  Because,  in 
the  coming  years,  only  the  railroad  will  have 
the  energy-efficiency  for  long  hauls. 

We  have  the  energy  for  the  long  haul. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


INKETS  896  MILES  ON  A  GALLON 


E  BEYOND  I 
OLD  SCOTCH 


fi  <  .  ■ 


Discover  more. 

Let  your  mature  taste  lead  you  frorr 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  th« 
world.  The  Glenlivet.The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth 
ness.and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 


A  I1C  VJJLC1LUVCI 

Unchanged  since  1824. 


f  shining  symbol  of  the  new  Detroit  is  hav- 
some  of  old  Detroit's  troubles.  Henry  Ford 
y  have  been  the  spearhead,  but  Ford  Motor 
just  blunted  the  thrust. 

Rencen 
still  for  rent 

350  million  Renaissance  Center —  tomatic  of  the  troubles  the  city  and  its 

earning  river-front  office-hotel-en-  carmakers  are  suffering  these  days.  The 

timent-shopping  complex  that  is  center  just  got  word  that  Ford  Motor  Co., 

sed  to  symbolize  good  things  about  its  major  investor  and  booster,  is  backing 

w  Detroit" — is  feeling  pains  symp-  out  of  a  lease  to  occupy  one  of  two  new 


i  (top)  of  the  Detroit  Plaza  Hotel,  flanked  by  the  Renaissance  Center  Towers  (bottom) 
otel  and  four  office  towers  will  be  joined  by  two  more  towers  next  year. 


21 -story  office  towers  in  the  develop- 
ment's Phase  II,  begun  last  September. 

Ford  was  going  to  use  the  new  building 
to  house  some  1,500  people  in  its  parts 
and  service  division  who  used  to  work  in 
suburban  Dearborn.  After  having  laid  off 
6,100  salaried  workers  in  April,  the  com- 
pany has  plenty  of  space  at  headquarters 
and  surely  does  not  need  more.  So  Ford 
needs  to  find  somebody  else  to  sublet  the 
space.  But  the  way  things  have  been  go- 
ing lately  in  Detroit  in  general — unem- 
ployment is  now  at  13%  and  rising — and 
at  the  Renaissance  Center  in  particular, 
finding  a  tenant  won't  be  easy. 

The  four  original  39-story  office 
towers  are  95%  occupied,  claims  J.  Rob- 
ert Anderson,  president  of  Ford  Motor 
Land  Development  Corp.  And  that's 
after  a  prolonged  high-pressure  drive  to 
rent  them.  But  only  63%  of  the  340,000 
square  feet  of  retail  facilities  is  rented. 
And  the  Detroit  Plaza  Hotel,  a  70-story, 
1,400-room  establishment,  often  has 
acres  of  vacant  rooms,  though  the  Re- 
publican convention  will  give  the  hotel 
and  the  area  a  nice  boost  this  summer. 

Ironically,  in  view  of  Ford's  second 
thoughts,  it  was  Henry  Ford  II  whose 
personal  efforts  to  promote  the  project 
became  a  symbol  of  the  determination  of 
the  city  fathers  to  make  the  Renaissance 
Center  the  beginning  of  a  turnaround  for 
Detroit's  waning  downtown.  Recently 
Ford  summed  up  the  project's  failings  as 
a  "mixed  bag."  Anderson  put  it  more 
bluntly:  "It's  not  profitable  yet."  (Ford 
Motor  put  up  $100  million  and  became 
managing  partner  with  50  other  Detroit 
companies  that  kicked  in  $6  million  to 
$10  million  apiece.) 

Moreover,  says  Anderson,  rentals — at 
$18  a  foot  for  the  new  space,  $14  for  the 
original  space — have  fallen  far  short  of 
covering  the  $100  million  in  construc- 
tion cost  overruns  it  took  to  build  Ren- 
cen— as  the  natives  call  it.  That's  why 
Ford  Land  last  month  tried  to  get  a  freeze 
on  its  city  taxes  ($5.9  million  a  year  for 
the  Phase  I  buildings).  Anderson  com- 
plains that  these  taxes  make  it  tough  to 
compete  with  lower-cost  suburban  devel- 
opments. Says  he,  "We  think  we're  still 
paying  too  much." 

Another  problem  has  been  Rencen's 
failure  to  get  the  city's  top  department 
store  chain,  J.L.  Hudson,  to  come  into 
the  project.  Instead,  Hudson's  is  consid- 
ering a  move  into  another  downtown 
development,  the  nearby  Cadillac  Mall. 

The  new  buildings  are  scheduled  for 
completion  in  1981.  But  Anderson 
thinks  the  project  can  work  even  with 
the  Ford  pullout.  He  notes  that  there  is 
virtually  no  other  downtown  commer- 
cial construction  going  on  now,  so 
when  other  prospective  tenants  start 
looking  for  downtown  office  space,  the 
Detroit  Renaissance  Center,  he  says, 
"will  be  the  only  game  in  town."  Slim 
consolation.— Bob  Tamarkin 
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Growing  Interest  i 


With  financial  pressures  tending  to  re^ 
strict  expansion  of  employer^paid  benefits, 
many  companies  are  giving  their  employees 
an  opportunity  to  buy  supplemental  cover^ 
ages  at  a  savings  through  elective  plans. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


Amid  widespread  expectations 
that  some  degree  of  inflation  will 
persist  indefinitely,  many  compa- 
nies have  become  concerned  about 
the  effects  on  their  employee  bene- 
fit plans  and  the  protection  those 
plans  provide  to  individuals  and 
their  families. 

Paid  benefits  are  already  a  ma- 
jor expense  for  U.S.  employers. 
The  cost  of  providing  benefits 
reached  an  estimated  $60  billion  in 
1979,  representing  35%  to  40%  of 
total  wages  and  salaries.  Auto- 
matic benefit  increases  based  on 
cost-of-living  adjustments  are  fre- 
quently an  issue  in  collective  bar- 
gaining. But  at  the  same  time, 


current  federal  guidelines  for  in- 
creases in  employee  compensation 
discourage  new  benefit  outlays, 
since  any  additional  benefits  re- 
duce possible  wage  increases. 

One  way  companies  are  re- 
sponding to  employees'  needs, 
however,  is  through  supplemental 
benefit  plans  developed  by  insur- 
ance companies  for  group  distribu- 
tion  on  a  voluntary,  wholly 
employee-paid  basis. 

Savings  all  around 

Voluntary  plans  can  represent  a 
substantial  cost  savings  to  the  em- 
ployee, compared  with  individual 
purchase.  This  is  because  the 


insurer's  sales  and  administrate 
expenses  are  lower  for  these  grou| 
distribution  plans.  It  is  also  due  u 
the  savings  resulting  from  the  con 
venient  payroll  deductions  anq 
other  administrative  work  handlec 
by  the  employer. 

The  voluntary  benefits  receiv 
ing  most  emphasis  today  includ 
life  insurance  and  insurance  agains 
accidental  death  and  dismember 
ment,  as  well  as  long-term  illnes 
and  injury.  Personal  thrift  plans  are 
also  growing  in  popularity. 

In  each  case,  the  company 
sponsors  the  plan,  calling  atten 
tion  to  it  through  employee  com 
munications  and  making  it  avai 
able  to  all  eligible  employees  dur 
ing  special  enrollment  periods. 

Updating  protection 

Since  living  costs  have  riser 
more  than  80%  since  1970,  ovei 
$18,000  of  life  insurance  is  re 
quired  today  to  provide  protection 
equal  to  a  $10,000  policy  pur 
chased  ten  years  ago.  This  is 
major  motivation  for  employe 
purchase  of  low-cost  life  insurance 


; 


/blunt ary  Benefits 


x>th  term  and  permanent,  above 
md  beyond  the  level  of  basic  life 
protection  provided  and  paid  for 
?y  many  employers. 

Permanent  insurance,  the 
nost  common  form  of  voluntary 
ife,  features  a  steady  increase  in 
5aid-up  insurance  and  in  cash 
values,  which  after  retirement  can 
provide  an  employee  with  paid-up 
ifetime  protection. 

Voluntary  term  insurance,  on 
he  other  hand,  owes  its  growing 
ittractiveness  to  its  reduced  rates, 
jarticularly  for  the  lower  age 
groups  whose  need  for  life  protec- 
ion  is  usually  greatest.  Premiums 
emain  level  over  5 -year  age  brack- 
ts,  for  example  from  age  25 
hrough  29  and  30  through  34, 
nd  are  fixed  for  each  employee 
egardless  of  how  many  other  em- 
>loyees  sign  up.  The  benefits  pay- 
ble  generally  range  from  $10,000 
o  $50,000,  with  some  plans  go- 
ng beyond  $100,000. 

Additional  security 

Closely  related  is  a  voluntary 
>lan  providing  income  in  the  event 
)f  long-term  illness  or  injury.  This 


plan  is  intended  to  be  supplemen- 
tary to  basic  company-paid  salary 
continuance  plans  which  provide 
income  during  the  first  months  of 
disability.  Many  long-term  dis- 
ability plans  are  paid  for  entirely 
by  the  employee;  in  some  compa- 
nies, however,  employer  and  em- 
ployee share  the  costs. 

The  most  widespread  volun- 
tary benefit  of  all  protects  against 
accidental  death  or  permanent  and 
total  disability  due  to  any  kind  of 
accident,  on  the  job  or  off.  The 
choice  of  benefit  levels  usually 
ranges  from  $10,000  to  $300,000, 
in  addition  to  any  benefits  payable 
by  any  other  insurance.  Payroll  de- 
ductions —  a  typical  cost  is  $5  a 
month  for  $100,000  protection  - 
are  low  enough  to  be  affordable  by 
practically  all  employees. 

A  qualified  thrift  plan  com- 
monly offers  employees  a  choice  of 
investing  in  equity  funds  or  in  a 
fixed-income  vehicle  with  the  ad- 
vantage of  deferring  federal  income 
tax  until  withdrawal. 

The  fixed-income  option  is  of- 
ten provided  by  a  group  annuity 
contract  which  guarantees  the 


portunity  knocks  again 


datively  few  homes  have  been  visited  by  a 
isurance  salesman  in  the  last  ten  years, 
ltrast  with  a  generation  ago  when  door- 
or  solicitations  were  routine, 
s  a  result,  many  families  don't  have  all 
fe  insurance  they  might  need, 
presentation  of  voluntary  group  life  at 
}yer-sponsored  meetings  may  be  the 
ace-to-face  explanation  of  life  insurance 
employees  have  ever  experienced . 


principal  and  annually  credits 
competitive  interest  accumula- 
tion. While  an  employer  contribu- 
tion is  required  in  a  thrift  plan,  a 
plan  with  no  employer  conttibu- 
tion  may  obtain  the  same  advan- 
tage of  tax  deferral  to  employee 
participants  if  only  the  group  an- 
nuity contract  is  used  as  a  vehicle. 

Voluntary  insurance  plans  of 
the  kind  described  here  are  written 
by  Life  Insurance  Company  of 
North  America  and  by  INA  Life 
Insurance  Company  of  New  "fork, 
two  of  the  INA  companies. 

Comprehensive  services 
for  business 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
employers  and  employees  for  vol- 
untary benefits,  typifies  INA's 
comprehensive  approach  to  in- 
creasingly sophisticated  business 
insurance  and  risk  management 
problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  worldwide. 

For  an  informative  booklet  on 
voluntary  employee  benefits,  write 
INA,  Dept.  R,  1600  Arch  Street, 
Philadelphia,  PA  19101. 


The  Professionals 


TWA  introduces 
Ambassador  Class  to  Europe 


The  number  one  airline  to  Europe 
takes  care  of  you,  while  you  take  care  of  business. 


If  you're  an  experienced  business 
traveler.  TWA's  new  Ambassador 
Class  should  be  a  welcome  experi- 
ence. Because  we've  designed  it 
just  for  you. 

On  all  nonstop  747's  and  L-1011's. 

TWA's  new  Ambassador  Class 


to  Europe  is  available  on  all  of  our 
big,  roomy  747's  and  L-1011's— the 
widebodies  people  prefer  most— to 
any  TWA  city  in  Europe. 


Special  Ambassador  Class  check-in  makes 
checking  in  easier. 


Special  amenities  include  freshen-up  pack 
and  slipper  socks. 

Added  extras  and  extra  service. 

With  Ambassador  Class  you 
get  your  own  check-in  area,  which 
makes  checking  in  and  boarding 
easier.  And  only  TWA  offers 


Round-Trip  Check-In"1"'  to  London, 
so  on  your  way  home  just  drop  off 
your  bag  and  go  straight  to  your 
flight.  You'll  also  get  a  special  cabin 
area,  and  an  empty  seat  next  to  you 
when  possible. 

In  addition,  you'll  receive  free 
drinks,  complimentary  newspapers, 
headsets,  appetizers,  and  a  meal 
served  in  a  first  class  way. 

So  next  time  you  take  off  for 
London.  Paris,  Frankfurt,  or  any 
TWA  city  in  Europe,  take  off  on  the 
number  one  airline  to  Europe.  And 
take  off  with  Ambassador 
Class.  We'll  take  care 
of  you.  while  you 
take  care  of 
business. 


You're  going  to  like  us 
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Edited  by  Robert  J.  Flaherty 


inking  the  gloves  off 

he  was  a  full-time  banker  boss, 
Rockefeller,  who  will  turn  65  on 
2,  was  extremely  circumspect.  But 
we  interviewed  him  in  late  May  he 
:laxed  and  ready  to  speak  his  mind 
hat  he's  no  longer  CEO  of  Chase 
attan  and  only  a  year  from  retire- 
as  chairman.  What's  on  his  mind? 
;s.  The  state  of  the  world.  He  made 
nes  about  how  discouraged  he  is 
immy  Carter's  performance.  Inex- 
ce  is  no  great  sin.  Failing  to  learn 
it  is.  Of  Carter,  Rockefeller  said: 
ist  hasn't  learned." 
:  this  partisan?  Isn't  Rockefeller, 
11,  a  Republican?  He  is,  but  he  isn't 
illy  given  to  criticizing  the  Presi- 
)f  the  U.S.  "I  can  remember,"  he 
'the  last  time  I  did  it.  I  told  Lyndon 
>n  his  guns-and-butter  policy  dur- 
s  Vietnam  War  just  wouldn't  work, 
ver  forgave  me  for  that." 
kefeller  sympathizes  with  the  deli- 
osition  in  which  Federal  Reserve 
nan  Paul  A.  Volcker  finds  himself, 
n  that  the  Fed  was  alone  in  taking 
steps  to  deal  with  inflation,  it  is 
■  surprising  that  we  have  this  deep, 
esome  recession  now.  Volcker  is 
g  no  supportive  fiscal  policy  from 
iministration  or  Congress.  It's  like 
ng  the  brakes  to  only  one  wheel  of 
:ding  car.  You'll  slow  the  car  but 
sk  turning  it  over." 
Carter's  foreign  policy:  "It  is  not 
h  for  leaders  to  exhort  the  populace 
pport  of  a  policy.  They  must  also 
n  its  rationale.  For  a  policy  to  be 
icing,  it  must  have  consistent  ob- 
;s  and  a  global  pattern  of  imple- 
;tion.  The  present  Administration 
ten  fallen  short." 

sees  an  apparent  lack  of  consisten- 
Carter's  worst  problem.  "On  the 
and  we  must  certainly  recognize 
e  have  vital  interests  in  the  world, 
ten  we  have  also  indicated  that  a 
objective  of  foreign  policy  was  to 
ite  human  rights.  Another  objec- 
as  to  limit  nuclear  proliferation.  In 
pplication  of  these  objectives  it 
to  me  we've  been  inconsistent 
e've  irritated  and  estranged  many 
'  friends.  In  many  cases  we  have 
oo  soft  on  our  adversaries." 
kefeller  doesn't  blame  Europe  and 
for  not  going  along  fully  with  a  U.S. 
it  for  sanctions  against  Iran  over 
estion  of  the  U.S.  hostages.  "Their 


fear  is  that  we  may  ask  them  to  go  along 
on  a  policy  and  then  may  very  well 
change  our  policy  ourselves,  therefore 
leaving  them  out  on  a  limb. 

"We  asked  them,  for  instance,  to  go 
along  on  the  neutron  bomb  and  then  we 
changed  our  mind  and  decided  not  to 
pursue  it  ourselves." 

Turning  to  banking  and  international 
finance,  Rockefeller  sees  glimmers  of 


Rockefeller  of  Chase  Manhattan 


Carter's  sin  is  not  learning. 

hope  in  dealing  with  the  huge  surpluses 
piling  up  in  the  Organization  of  Petro- 
leum Exporting  Countries.  He  says  that 
because  OPEC  members  are  beginning  to 
take  over  some  of  the  marketing  func- 
tions formerly  performed  by  the  big  in- 
ternational oil  companies,  the  OPEC 
members  themselves  are  having  to  grant 
more  credit  to  the  poorer  countries  rath- 
er than  leaving  the  job  totally  to  the 
banks.  But  he  also  points  out  that  the 
OPEC  surpluses  won't  just  go  away. 
Plans  must  be  laid  for  dealing  with  recy- 
cling well  into  the  1980s. 

Assuming  the  Republicans  win  in  No- 
vember, would  Rockefeller  take  a  job  in 
the  new  Administration?  Sitting  on  a 
comfortable  white  couch,  he  twirls  his 
glasses  briefly  before  replying  and  gazes 
out  from  his  17th-floor  office  in  down- 
town Manhattan.  "That  is  speculation  I 
would  rather  defer  until  after  the  elec- 
tions." Rockefeller  reminds  the  inter- 
viewer that  he  has  been  a  strong  support- 
er of  George  Bush.  "I  am  not  looking  for 
a  job,"  he  concludes.— Ben  Weberman 


Full  steam  ahead 

President  Dorman  L.  Commons  of  San 
Francisco-based  Natomas  Co.  wants  his 
energy  company  to  own  all  of  Magma 
Power,  the  world's  largest  geothermal 
steam  company  that's  still  independent. 


Last  year  Magma  earned  $5.9  million  on 
sales  of  $15  million.  Natomas  already 
owns  7.5%  of  Magma,  but  that  is  not 
enough,  because  Dow  Chemical  owns 
7%  of  the  company  and  Union  Oil  owns 
another  9.5%. 

In  1974  Commons  beat  Union  Oil  in  a 
battle  for  another  geothermal  company, 
Thermal  Power.  Commons  bid  $40  mil- 
lion, a  fat  27  times  Thermal's  $1.5  mil- 
lion earnings.  Thermal  did  well  for  Nato- 
mas, however,  accounting  for  $9  million 
of  Natomas'  profits  on  a  mere  $14  mil- 
lion of  its  sales  in  1979.  As  the  price  of 
oil  quadrupled,  the  rates  for  steam-gener- 
ated electricity  more  than  quadrupled  for 
Thermal's  25%  share  of  northern  Cali- 
fornia's huge  geothermal  project,  The 
Geysers.  "Don't  give  me  too  much  cred- 
it," says  Commons.  "We  figured  on  a 
maximum  electricity  price  of  half  what 
it  is  now." 

If  a  bidding  war  for  Magma  starts,  Na- 
tomas will  have  to  pay  to  bid  even  higher 
than  for  Thermal  because  Magma's  price/ 
earnings  ratio  recently  topped  36,  but 
Magma's  earnings  are  worth  more  to  Na- 
tomas than  they  might  be  to  most  other 
companies.  Like  Thermal,  Magma  holds 
a  25%  share  of  The  Geysers.  Tax  credit 
from  Natomas'  Indonesian  oil  operations 
would  in  effect  turn  Magma's  pretax 
profits  into  aftertax  Natomas  profits. 

The  trim,  62-year-old  alumnus  of  Occi- 
dental Petroleum  is  emulating  Armand 
Hammer's  diversification  from  Libyan 
oil  by  diversifying  Natomas  out  of  Indo- 
nesian oil.  With  Pacific  Gas  &  Electric 
planning  another  six  or  seven  1 10- 
megawatt  plants  to  use  steam  power 
from  The  Geysers,  Commons  figures  if 
he  can  get  Magma  he  can  quadruple  Na- 
tomas' $9  million  in  1979  geothermal 
profits  even  before  the  inevitable  rate 
hikes.— Alyssa  A.  Lappen 


Commons  of  Natomas 

A  new  bidding  war  ahead? 
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Bliss  of  Harris  Bankcorp 
A  pause  that  depresses. 


Playing  it  safe 
isn't  safe  anymore 

"We  don't  intend  to  be  at  the  cutting 
edge  of  every  new  thought  that  comes 
down  the  pike,"  smiled  Charles  M.  Bliss, 
chief  executive  and,  as  of  July  1,  chair- 
man of  Chicago's  Harris  Bankcorp.  Ob- 
viously, Bliss  likes  to  avoid  risk,  a  philos- 
ophy that  just  might  explode  in  his  face 
this  year. 

While  Harris  hasn't  made  dire  head- 
lines like  its  competitor  First  Chicago, 
the  Gray  Lady  of  LaSalle  Street  has  been 
anything  but  problem-free  up  to  now.  In 
1977,  the  year  he  catapulted  from  execu- 
tive vice  president  to  become  president 
at  $163,943  a  year,  Harris'  six-year  rec- 
ord of  uninterrupted  earnings  gains  came 
to  a  sudden  halt,  when  income  after  se- 
curities transactions  plunged  12%.  Over- 
all earnings  at  Chicago's  third-largest 
bank  have  gone  nowhere  since. 

Bliss'  philosophy  is  shared  by  many 
bankers,  and  it  accounts  for  much  of  the 
industry's  problems.  In  a  word,  far  too 
many  bankers  still  refuse  to  recognize 
one  inescapable  fact:  In  today's  high-in- 
terest-rate environment,  playing  it  safe 
is  just  not  safe  anymore. 

Indeed,  in  times  of  economic  uncer- 
tainty the  traditional  banking  strategy 
has  been  to  stock  up  on  governments  and 
other  securities  until  things  settle  down. 
Under  Bliss,  Harris  did  just  that..  The 


result  is  an  excess  of  fixed-rate  assets 
that  now  cost  more  to  keep  on  the  books 
than  they  earn.  Harris  has  also  been  very 
slow  to  switch  from  fixed-rate  lending  to 
floating  rates.  Consequently,  its  $1.8  bil- 
lion fixed-rate  loan  portfolio — much  of 
which  is  under  water — exceeds  its  $1.5 
billion  in  floating  rate  credits  by  $300 
million.  "Right  now  our  emphasis  is  to 
reduce  fixed-rate  loans  and  stress  vari- 
able rates,"  says  Bliss,  settling  back  into 
a  well-worn  wing  chair  in  his  antique- 
filled  office.  Unfortunately,  it  may  be  too 
late  to  salvage  1980  earnings. 

What  may  save  Harris  and  other  insti- 
tutions loaded  with  fixed-rate  paper — 
such  as  First  Pennsylvania  and  First  Chi- 
cago—is the  recent  sharp  decline  in  in- 
terest rates.  According  to  C.  Edward 
McConnell,  an  analyst  with  Keefe, 
Bruyette  &  Woods:  "Harris'  earnings 
could  be  down  10%  for  the  year.  In  retro- 
spect, what  they  should  have  done  was 
sell  more  securities  from  their  invest- 
ment portfolio."  Concedes  Bliss:  "We 
bought  some  securities  that  I  wish  we 
hadn't  bought." 

"You  know,"  muses  analyst  McCon- 
nell, "when  you  thought  of  First  Chica- 
go, Bob  Abboud  came  to  mind.  When 
you  think  of  Citicorp  you  think  of  Walter 
Wriston.  But  when  you  think  of  Harris, 
no  one  comes  to  mind."— Lisa  Gross 


The  8%  solution 

While  American  labor  unions  are  de- 
manding, and  often  winning,  inflation- 
ary wage  increases,  Japanese  unions  this 
year  are  demanding  increases  of  only  8% 
at  a  time  when  inflation  in  Japan  is  ex- 
pected to  run  at  10%.  Yet  Japanese  com- 
panies are  showing  record  sales  and  big 
productivity  gains. 

Why  so  cooperative?  Listen  to  Tadan- 
obu  Usami,  55,  recently  elected  chair- 
man of  Domei,  a  1.8  million-member 
blue-  and  white-collar  union.  "Our  pur- 
pose is  to  gain  steady  improvement  in 
our  living  standard,"  Usami  explains, 
"not  a  nominal  wage  increase.  To  pro- 
tect our  members'  livings,  we  have  to 
attack  inflation." 

In  Japan,  a  labor  union  is  formed  by 
both  blue-collar  and  white-collar  workers 
within  a  particular  company.  Then  these 
"company  unions"  unite  within  a  given 
industry.  With  lifetime  company  em- 
ployment standard  for  a  Japanese  work- 
er, the  prosperity  of  his  company  is  more 
important  to  him  than  it  is  to  American 
workers,  who  are  more  mobile. 

After  serving  in  a  suicide  unit  in  World 
War  n,  Usami  became  a  union  leader  but 
didn't  carry  the  kamikaze  spirit  into 
wage  bargaining.  He  was  one  of  the  earli- 
est advocates  of  moderate  wage  hikes. 
Even  the  more  radical  Japanese  unions 
came  to  agree  with  Usami's  moderate 
attitude  after  stagflation  set  into  the  Jap- 
anese economy  in  1974,  following  an  un- 


precedented 26%  wage  hike.  ( 
Union  inflation  fighting  doesn't  '* 
the  contract  table.  Because  Japan  . 
source-poor,  both  labor  and  managt  ;.. 
have  focused  on  achieving  produc  g-- 
gains  to  improve  economic  growtl  ■ , 
boxes  hang  on  many  factory  and 
walls,  and  company  presidents  oft 
ward  authors  for  good  ideas.  Labo 
ductivity  in  Japan  has  risen  even 
since  1945,  except  in  1974-75,  ou  \-: 
ping  nominal  wage  increases,  and  r  r 
Japan's  standard  of  living  to  new  ht 
What  American  labor  sourly  reje>  m 
"giveups,"  the  Japanese  often  aco  E 
productivity  improvements. 

But  Japanese  labor  isn't  entirely  c  I 
It  is  demanding  that  companies  ad  te- 
retirement  age  to  60  from  55,  sh  i 
working  hours  and  increase  job  opj  K 
nities.  But  the  point  is:  They  are  \v  ■ 
to  help  make  them  possible  by  in  ; 
ing  output  per  man-hour  and  hi 
down  wage  costs.— Atsuko  Chiba  \ 


I  'sami  of  Domei 

Wage  bargaining  isnt  war. 


Bargain  basement 

First-quarter  earnings  this  year  at  .> 
Controls  Corp.,  the  Evanston,  111. -I" 
maker  of  controls  and  valves  for  em 
related  uses,  were  49  cents  a  shart.  ; 
345%  from  last  year.  For  the  full  yea 
sales  of  around  $275  million,  net  sh 
be  $2  per  share,  up  26%  from  last  ye 
great  showing?  Not  when  you  re. 
that  1980  will  be  down  44%  from 
$2.85  record  set  in  1976. 

This  kind  of  ragged  earnings  pe 
mance  is  part  of  the  method  that  Ga 
MacDougal,  Mark's  43-year-old  cl 
man,  has  evolved  for  his  fast-gro\ 
enterprise.  Scorning  well-run,  profit 
acquisition  candidates,  MacDougal 
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KEEP  THESE  CODES 

HANDY 

DIAL  DIRECT 

Want  to  hear  money  talk?  Pick  up  the 
phone.  It's  the  only  instant  way  to  get 
the  whole  story— right  from  the  source. 
If  your  area  has  International  Dialing, 
you  could  be  in  Munich,  eins,  zwei, 
drei!  Just  dial: 

INTERNATIONAL  COUNTRY  CITY 
ACCESS  CODE  CODE  CODE 

Oil  +  49  +89  +  LOCAL  NUMBER 
Dialing  yourself  means  you  can  do 
business  for  $6.00  for  a  3-minute  call. 
That's  starting  with  a  bargain.  Save  the 
handy  codes  for  your  next  call. 

ALMOST  DIRECT 

Until  your  Area  has  International 
Dialing,  you  can  still  bank  on 
your  phone  for  immediate, 
2-way  communication. 


Just  tell  the  Operator  the  country, 
city  name  and  local  number  you  want. 
On  Station  calls  not  requiring  special 
operator  assistance,  you  get  the 
same  low  rate  as  dialing  direct.  It's  a 
real  buy! 

P.S.  Nearly  everyone  can  dial 
direct  to  most  telephones  in  Canada, 
the  Caribbean,  Alaska,  Hawaii  and 
parts  of  Mexico— just  as  you  dial  direct 
to  cities  inside  the  continental  U.S. 

(2)  Bell  System 


Faces 

Behind  The  Figures 


MacDougal  of  Mark  Controls 


A  taste  for  trouble. 

he  wants  Mark  to  grow  by  buying  outfits 
bigger  than  itself,  where  earnings  are  low 
because  of  bad  management  and  the 
companies  can  be  had  for  less  than  book 
value.  Of  course,  that  means  there  will  be 
earnings  dips  while  the  acquisitions  are 
absorbed  and  turned  around. 

"Twice  we  bought  companies  larger 
than  we  were  and  fixed  them  up,"  he 
says.  He  also  prides  himself  on  having  an 
old  car  he  drives  himself  and  renting  a 
headquarters  office  that  looks  out  on 
huge  Mobil  gas  station  signs. 

MacDougal  makes  few  deals,  but  they 
tend  to  be  major  ones.  In  1971  he  bet  his 
entire  company  on  his  ability  to  turn 
around  an  acquisition,  Pacific  Valves.  He 
almost  didn't  make  it.  A  serious  inven- 
tory overvaluation  showed  up  that  put 
Mark  Controls  into  the  red.  Its  stock 
dropped  70%.  But  by  1976  a  specialty- 
valve  shortage  generated  11%  aftertax 
profits  and  turned  the  unit  around. 

In  1977  MacDougal  paid  $32  million— 
$5  million  below  book — for  Powers  Reg- 
ulator Co.,  which  had  profits  of  a  mere 
$1.6  million  on  sales  of  $121  million,  in 
computerized  building  controls. 

To  catch  up  technologically  with 
building-controls  lead-  Honeywell, 
MacDougal  hired  a  McKinsey  &  Co. 
computer  expert  who  h  consulted  to 
Honeywell.  He  knew  what  Powers  had 
to  do  to  modernize  its  p:  <  c  s.  Mac- 
Dougal himself  spent  six  years  as  a  merg- 


er-and-acquisition  consultant  at  McKin- 
sey after  earning  engineering  and  M.B.A. 
degrees.  He  attracted  backing  from  New 
Court  Securities,  the  American  venture- 
capital  arm  of  the  Rothschilds,  and  in 
1969,  with  almost  no  outlay  of  his  own, 
bought  control  of  Clayton  Mark  &  Co.,  a 
$15  million  outfit  that  became  the  core 
of  Mark  Controls. 

When  today's  turnaround  is  complete, 
MacDougal  claims,  his  margins  will  dou- 
ble; so  will  earnings,  to  over  $4  per  share. 
Until  that  happens,  he'll  make  no  more 
large  acquisitions.  Then  he'll  look  for 
something  else  to  fix  up. 


socialism  and  North  Sea  oil  flowing] 
dison  thinks  the  long-absent  publi<~ 
return  to  the  British  stock  market.  | 
30  or  40  years  of  depressing  declil 
individual  investors,  I  think  we've  t|| 
the  corner,"  he  says.  "What  will  be  [ 
esting  over  the  next  few  years  is  wli 
or  not  Britain  in  fact  will  become  thll 
wonder  of  Europe.  If  our  currency  rei| 
strong,  I  think  the  chances  are 
high."— -Jefferson  Grigsby 


Gentlemen  enforcers 

Nicholas  Goodison,  lanky  chairman  of 
the  London  Stock  Exchange,  was  touring 
the  Securities  &  Exchange  Commission 
a  few  years  ago  when  one  of  Stanley 
Sporkin's  enforcers  asked  him  why  Brit- 
ain seemed  to  have  so  many  fewer 
crooks  than  the  U.S.  "Before  I  could  an- 
swer," Goodison  recalls,  "my  guide 
spoke  up.  'Because,'  he  said,  'over  there, 
they're  gentlemen.'  " 

Maybe.  More  likely  it's  because  there's 
not  as  much  securities  law  to  run  afoul 
of.  Like  the  New  York  Stock  Exchange 
50  years  ago,  Britain's  securities  industry 
is  still  largely  self-regulated  through  the 
London  Exchange,  a  responsibility  that 
does  not  bar  Goodison  from  running  his 
own  firm,  Quilter  Hilton  Goodison  &. 
Co.  "In  the  U.S.,  if  you're  concerned 
about  the  propriety  of  something,  you 
bring  in  a  lawyer,"  he  says.  "In  Britain, 
you  simply  ring  up  the  exchange  and  one 
of  my  chaps  says,  'It's  not  the  sort  of 
thing  one  does.'  " 

Interviewed  in  New  York  recently, 
Goodison  was  all  smiles.  With  Prime 
Minister  Margaret  Thatcher  dismantling 


Lord  Kaldor  of  Cambridge  University 
"You  people  are  absolutely  crazy. 


Goodison  of  the  London  Stock  Exchange 
If  in  doubt,  ring  up  his  chaps. 


Terrific  idea 

Lord  Nicholas  Kaldor,  a  Hungarian- 
economist  who  was  an  adviser  to  P 
Minister  Harold  Wilson,  helped  d| 
the  Labour  party  policies  that  got  Be 
into  her  present  mess.  For  this  he! 
made  a  life  peer.  Now  Kaldor  has  a 
tion  for  Britain's  current  problems1 
would  throw  up  high  tariff  walls  an 
the  sceptered  isle  and  thus  streng 
demand  for  home  products.  He  doi 
say  what  would  happen  to  Britain': 
ports  if  she  did  that,  but  presumably 
er  nations  would  continue  to  ao 
them  as  a  means  of  showing  the}| 
proved  of  socialism. 

Now  72,  a  retired  Cambridge  Univ 
ty  economics  professor  and  self 
claimed  disciple  of  Keynes,  Kaldor 
fers  the  same  advice  to  the  U.S.:  "A 
ica  also  has  become  inefficient.  If  am 
there  had  brains  they  would  slap  oni 
port  controls.  You  people  are  absok 
crazy." 

Not  surprisingly,  Kaldor  doesn't  m 
care  for  the  present  British  governrr: 
Of  its  free  enterprise,  free  trade  poli 
he  says,  "with  no  import  controls,, 
British  economy  will  bleed  itsel: 
death."— Elizabeth  Bailey 
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How  Cessna  Citations  became 
the  world's  best  selling  business  jets 


rhe  Citation  was  a  success 
from  the  very  beginning.  It 
utsold  all  other  business  jets 
'hen  we  began  deliveries  in 
972.  Today,  just  eight  years 
iter,  Cessna  is  firmly  estab- 
shed  as  the  leader.  In  1979, 
5  percent  of  all  jets  delivered 
l  the  world  were  Citations. 

The  sensible  Citations 

station  jets  have  always 
njoyed  a  reputation  as  the 
sensible"  businessman's  plane. 
)ur  practical  approach  to  aero- 
ynamic  design,  combined 
/ith  fanjet  engines,  has  proved 
lem  to  be  exceptionally  fuel 
fficient. 

Citations  sensible  design  had 
ther  benefits,  as  well.  Docile 
ight  characteristics  and  a 
imple  control  system  meant 
Stations  could  operate  out  of 
undreds  of  short  airfields 
thers  couldn't  approach.  And 
)ng  before  strict  airport  noise 
mits,  the  quiet  Citations  were 
ccepted  as  "good  neighbors!' 

Citations  also  have  the  finest 


1979  Deliveries  Worldwide 


Citation 

"VCl    0  □  0  0 

Learjet 

1     ^  J      0  °  o       (~--^--  . 
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Jetstar 
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50  100 

Source: 

Weekly  of  Business  Aviation.  Jan.  14.  1980.  unit  shipments. 

safety  record  of  all  business 
jets.  There  are  now  over  700 
Citation  I's  and  II's  flying 
around  the  world,  with  over 
one-million  hours  logged  in  the 
books.  In  September  of  last 
year,  we  accepted  the  order  for 
our  1,000th  Citation. 

Business  aviation  specialists 

Cessna's  commitment  to 
business  aircraft  is  by  far  the 
strongest  in  the  industry.  We 
have  built  over  155,000 


airplanes,  including  22,000 
twins,  and  our  multiengine 
plant  in  Wichita  is  the  largest 
of  its  kind  in  the  world. 

Our  Citation  III  is  the  first 
and  only  all-new  business  jet  to 
be  introduced  since  we  began 
deliveries  of  the  original 
Citation  in  1972.  It  represents 
over  $150-million  in  R&D  and 
tooling  alone. 

Cessna  is  also  the  only 
business  jet  manufacturer  to 
maintain  a  network  of  factory- 
owned  service  centers.  We  will 
have  five  of  these  multimillion 
dollar  facilities,  with  the  com- 
pletion of  our  new  center  in 
Toledo  this  year. 

New  Citations  are  sold  only 
factory  direct.  Call  our  special 
hotline,  (316)  946-6056,  or  write 
J.  Derek  Vaughan,  Senior  Vice 
President,  Dept.  FB6,  Citation 
Marketing  Division,  Cessna 
Aircraft  Company,  Box  7706, 
Wichita,  Kansas  67277. 


aranan 


When  America  gathers  to  celebrate  its  :;: 
birthday,  one  thing's  certain— the  all-Amer;  '-\ 
hot  dog  is  sure  to  be  on  the  grill. 

And  the  name  "Armour"  is  sure  to  be  c  - 
of  those  hot  dogs.  This  year,  Greyhound's  / 
Division  will  sell  over  850  million  hot  dogs,  n  ": 
mention  a  few  hundred  million  cold  cuts  an<  ;' 
nation's  best-tasting  ham. 

The  Greyhound  family  serves  America  P 
families  in  a  lot  of  different  ways . . .  and  in  a  s  ; 
spangled  manner. 

Greyhound  serves  our  transportation  r  W 


We're  as  basic  to  America  * 


jnd  is  number  one  in  intercity 
tation,  carrying  over  56  million  people  to 
000  places  each  year.  And  we  build  and 
e  buses  than  any  other  manufacturer, 
jyhound  serves  our  personal  needs.  Our 
nd  is  the  nation's  best-selling  deodorant 
d  a  leading  name  in  shampoo  and 
pirants  as  well.  And  Greyhound  Food 
feeds  thousands  of  people  daily  under 
:s  with  everybody  from  the  Air  Force  at 
d  to  the  work  force  at  General  Motors, 
j  Greyhound  serves  our  corporate  needs. 


As  a  leader  in  capital  equipment  and  computer 
leasing,  Greyhound  leases  everything  from  trains 
to  the  railroads  to  jumbo  jets  to  the  airlines. 

Plus,  Greyhound  rents  cars,  writes 
insurance,  fuels  aircraft,  builds  display  booths 
and  generally  does  everything  from  hosting 
Las  Vegas  conventions  to  spinning  the  yarn  for 
Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  "the  omnibus  company" — 
an  almost  $5  billion,  diversified  corporation 
serving  America  in  a  hundred  basic  ways. 


4th  at  July.       Greyhound  Corporation  The  omnibus  company. 


LIFE  IS  FILLED 
WITH 

COMPROMISES. 
A  $30.000 CAR 

SHOULDN'T  BE. 


In  these  times  of  performance- 
sapping  anti-pollution  laws,  fuel 
requirements  and  safety  regula- 
tions, it  is  becoming  increasingly 
difficult  to  build  cars  that  are 
still  worth  driving. 

Certain  observers,  given  to 
dark  prophecies,  have  even 
gone  so  far  as  to  predict  a  gen- 
eration of  fatally  uninspired, 
irrevocably  compromised  auto- 
mobiles. 

Expensive  luxury  sedans  that, 
in  the  somewhat  colorful  prose 
of  Car  and  Driver  magazine, 
". .  ride  like  pillows  when  you 
cruise  them  and  squeal  like  pigs 
when  you  push  them." 

A  dour  prediction  indeed.  But 
fortunately  one  that  does  not 
take  into  consideration  the  inven- 
tive genius  and  the  obsessive 
determination  of  the  engineers 
at  BMW  in  Munich,  Germany  to 
build  extraordinary  automobiles. 

Against  all  odds,  the  BMW 
733i  not  only  meets  the  critical 


demands  of  society,  it  does  so 
without  ever  once  violating  our 
conviction  that  extraordinary 
performance  is  the  only  rational 
justification  for  owning  an  ex- 
pensive car. 

PERFORMANCE  AND 
EFFICIENCY  CAN  COEXIST 

UNDER  THE  SAME  HOOD. 

In  a  very  real  sense,  the  BMW 
733i  is  a  seemingly  incongruous 
combination  of  qualities  many 
automakers  insist  are  mutually 
exclusive. 

While  the  733i  is  the  largest 
BMW  sedan,  its  size  in  no  way 
hampers  its  uncanny  agility,  its 
responsiveness  to  the  driver,  or 
its  singular  capacity  for  remov- 
ing the  drama  from  even  the 
most  hair-raising  road  conditions. 

Indeed,  its  suspension  sys- 
tem—independent on  all  four 
wheels— has  been  described  by 
Car  and  Driver  magazine  as 
"...the  single  most  significant 
breakthrough  in  front  suspen- 


sion design  in  this  decade." 

Press  the  accelerator  and  the 
733i's  fuel-injected,  3.2-liter, 
overhead  cam  engine  responds 
in  a  manner  that  would  be  exhil- 
arating—even  by  pre-pollution 
control  standards. 

Yet,  the  733i  (with  standard 
transmission)  delivers  H6]  EPA 
estimated  mpg,  23  estimated 
highway  mileage  and,  based  on 
these  figures,  an  estimated  mpg 
range  of  1360 [miles  and  a  high- 
way range  of  518  miles. 

(Naturally,  our  fuel  efficiency 
figures  are  for  comparison  pur- 
poses only.  Your  actual  mileage 
and  range  may  vary,  depend- 
ing on  speed,  weather  and 
trip  length.  Your  actual  highway 
mileage  and  highway  range  will 
most  likely  be  lower.) 

And,  when  you  slide  behind 
the  wheel  of  the  BMW  733i,  you 
will  notice  an  object  just  to  your 
right  that  should  give  you  con- 
siderable insight  into  the  some- 


what divergent  philosophy  of 
BMW.  It's  called  a  manual  trans- 
mission. 

Unaccountably,  the  733i  is 
the  only  "luxury  sport  sedan"  in 
its  price  class  to  provide  one  as 
standard  equipment.  (Automatic 
is,  of  course,  available.) 
LUXURY  NEEDN'T  BE 
SYNONYMOUS  WITH 
SUPERFLUOUS. 

It's  difficult  to  imagine  an 
appointment,  a  convenience  or 
an  accessory  that  has  been 
omitted  in  the  BMW  733i. 

AM  /  FM  stereo  cassette,  elec- 
tric sunroof,  electric  windows, 
electric  rearview  mirror— even  a 
central-locking  system  that  locks 
all  four  doors,  the  trunk  lid  and 
the  gas  door  with  the  turn  of  a 
single  key— are  all  standard 
equipment. 

Yet,  all  facets  have  been  bio- 
mechamcally  engineered  to 
the  nth  degree  to  help  eliminate 
driver  fatigue. 

Its  seats  are  anatomically 
shaped  buckets,  covered  in  wide 
rolls  of  supple  leather.  Its  front 
seats  are  so  thoroughly  adjust- 
able that  it  is  all  but  impossible 
not  to  find  a  comfortable  driving 
position. 

All  vital  controls  are  within 
easy  reach.  The  tachometer, 
speedometer  and  ancillary  in- 
struments are  large,  well- 
marked  and  totally  visible— set  in 
a  dashboard  that  sweeps  out  to 
meet  the  driver. 

"If  you've  driven  any  BMW  in 
the  last  ten  model  years."  writes 
one  automotive  journalist,  "lean 
back,  close  your  eyes  and  imag- 
ine that  car  honed  and  polished 
to  the  limit  of  human  finesse. 
That  would  be  the  733i . . ." 

If  you  find  the  notion  of  own- 
ing such  a  car  more  thana_  little 
intriguing,  we  sug- 
gest you  phone  yourJ 
nearest  BMW  deal- 
er and  arrange  a 
thorough  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE. 
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test  Gelles  survived  fascism  and  World  War 
\fter  that,  staying  alive  in  a  rough  business 
ne  almost  as  second  nature  to  him. 


One  of 
the  survivors 


The  Up-And-Comers 


iding    through    the  winding 
streets  in  the  aging  industrial  sec- 
tion of  Paterson,  N.J.,  one  could 
e  that  all  the  pessimistic  predic- 
about  American  industry  have 
true.  Factory  after  factory  looks 
-date,  inefficient,  dirty.  Ancient 
id    tracks   run   alongside  many 
!,  breaking  up  all  the  side  streets, 
g  right  in  with  the  decrepit  condi- 
)f  the  area,  a  few  blocks  from  the 
;,  are  the  offices  and  factory  of  $13 
in  (revenues)  Kaysam,  a  manufac- 
of  waterproof  boots,  weather  bal- 
and  doll  parts.  Approaching  the 


plant,  you  get  a  whiff  of  chemicals.  On 
the  side  of  the  faded  factory,  almost  hid- 
den, is  a  door  starkly  marked  "office." 

Appearances,  however,  are  deceiving. 
Kaysam  has  figures  that  would  make 
many  a  computer  firm,  all  shiny  and 
glittering  with  glass  and  steel,  envious. 
Five-year  compound  growth:  about  25%. 
Return  on  equity  for  1979:  34%.  Those 
figures  are  made  all  the  more  startling  by 
an  amazingly  low  price/earnings  ratio  of 
3  on  an  over-the-counter  stock. 

Tucked  away  in  the  corner  of  Kay- 
sam's  headquarters  is  the  workplace  of 
the  firm's  president,  Ernest  Gelles.  Sit- 


ting in  a  small  office  reminiscent  of  a 
fixed-up  rumpus  room,  Gelles  looks  and 
talks  like  somebody's  uncle  who  owns  a 
candy  store  and  gives  all  the  kids  free 
jawbreakers  on  their  birthdays. 

But  Gelles,  66,  isn't  what  he  seems 
either,  one  quickly  discovers.  "I  had  been 
an  officer  in  the  Italian  army,"  he  says. 
"But  when  Mussolini  started  imitating 
Hitler,  the  first  thing  he  said  was  that 
Jews  couldn't  be  in  the  army.  I  got  the 
hint  and  left.  Shortly  after  arriving  in 
this  country,  I  was  drafted  and  later  as- 
signed to  military  intelligence  because  of 
my  background  as  an  Italian  officer. 

"I  rose  to  the  rank  of  captain  in  intelli- 
gence and  during  the  occupation  I  went 
back  to  Italy  and  became  like  a  financial 
provincial  governor.  When  I  met  some  of 
my  former  colleagues  who  remembered 
me  in  an  Italian  officer's  uniform,  they 
would  say,  'No,  that  couldn't  be  him.' 
Then  they  would  look  again  and  say,  'It's 
him,  it's  him!'  "  He  laughs  heartily. 

Gelles,  a  portly  man,  is  given  to  such 
bursts  of  mirth,  but  don't  be  misled:  He's 
one  sharp  cookie.  By  war's  end  he  was  on 
General  Eisenhower's  staff.  Along  the 
way  he  became  friends  with  Allan  Ryan, 
grandson  of  Thomas  Fortune  Ryan,  the 
New  York  streetcar  king  and  an  organiz- 
er of  American  Tobacco  Co. 

The  Ryan  clan  had  a  fledgling  venture: 
Kaysam,  a  manufacturer  of  squeeze 
toys —  rubber  duckies  and  red  elephants 
that  squeak  when  you  squeeze  them. 
The  toys  were  manufactured  by  a  process 
bought  from  a  British  inventor,  Sam  Kay 
(hence  Kaysam).  Ryan  invited  Gelles  to 


h's  Ernest  Gelles  and  a  weather  halloo)! 

ble  product  line  that  explodes,  a  down-to-earth  business  that's  always  up  in  the  air. 
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man 
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in  your  city  don't  want 
you  to  read  this? 

Arsonists  would  like  you  to  go  on  thinking  there's 
"nothing  you  can  do  to  stop  them."  Because 
when  people  start  doing  something  the  results  are  inspiring. 


In  New  Haven,  Connecticut— a  city  where  suspicious  fires 
increased  by  over  400%  between  1973  and  1976— a  new 
anti-arson  program  is  already  paying  off.1  A  $175,000  arson- 
for-profit  scam  was  broken  up,  and  the  man  convicted  won't 
be  burning  any  more  buildings  where  he's  going  for  the  next 
3-7  years.2 

New  Haven's  program  also  calls  for  potential  arson-for- 
profit  buildings  to  be  identified  by  computer— a  preventive 
measure  to  save  the  inner  city  of  New  Haven. 

Can  your  city  fight  arson  as  successfully  as  New  Haven? 
/Etna  says  you  can. 

We're  developing  pilot  anti-arson  programs,  spreading  in- 
formation, and  tightening  up  our  own  claims  procedures. 

/Etna  also  supports  fighting  fire  with  legislation.  The  recent 
congressional  classification  of  arson  as  a  crime  on  a  level  with 
murder  is  just  a  start.  The  proposed  Anti-Arson  Act  of  1979 
goes  further... it  puts  federal  law  enforcement  tools  in  the 
hands  of  state  and  local  governments.1 

Arson  cost  over  $l-billion  and  700  lives  in  1977.  It's  a 
crime  we  all  have  to  pay  for.  Don't  underestimate  your  own 
influence.  Use  it,  as  we  are  trying  to  use  ours. 

iEtna 

wants  insurance  to  be  affordable. 

New  Haven  is  but  one  exam-  lice  and  fire  departments.  Cities  ($140,000)  to  develop  manuals  how  you  can  help  your  city,  write 

of  organized  anti-arson  efforts  with  divided  anti-arson  forces  all  for  national  distribution  on  how  to  John  Barracato  at  /Etna  Life  & 

ving  their  worth.  Seattle,  too  often  fail  to  detect  or  convict  to  prosecute  arsonists  success-  Casualty,  Hartford,  CT 06156. 

shington  has  reduced  arson  the  culprits.  fully.  We've  hired  John  Barracato,  4  Connecticut  recently  passed 

30%;  Tampa,  Florida  by  47%        3/Etna  is  supplying  funds  to  one  of  the  nation's  foremost  arson  some  of  the  toughest  arson  laws 

ksJ  two  years!  establish  two  model  anti-arson  experts  whose  credentials  in-  in  the  country,  and   /Etna  is 

New  Haven's  crack  Arson  programs:    for    New    Haven  elude  Deputy  Chief  Fire  Marshal  working  hard  to  get  such  laws  in 

lad  is  made  up  of  city  inves-  ($97,000)  and  for  the  California  of  New  York  City,  to  coordinate  other  states. This  effort  needs  the 

itors,  prosecutors,  and  the  po-  District  Attorney's  Association  our  anti-arson  efforts.  To  learn  help  of  every  citizen. 


a  Life  &  Casualty 
Fatmington  Avenue 
tford.CT  06156 


LIFE  &  CASUALTY 


join  the  company,  and  when  the  war 
ended  Gelles  became  the  firm's  control- 
ler. Soon  he  became  its  CEO — a  slot  he 
has  filled  ever  since.  Ryan  and  Gelles 
brought  in  yet  another  World  War  II 
comrade;  Jean  Cattier,  born  in  Brussels 
and  founder  of  the  European  American 
Bank,  became  the  firm's  outside  direc- 
tor, a  position  he  still  holds.  An  impres- 
sive group  for  a  firm  that  had  under 
$500,000  in  sales  at  the  time. 

When  the  war  broke  out,  of  course, 
there  was  a  shortage  of  natural  rubber. 
Although  you  can  run  a  war  on  synthetic 
rubber,  you  can't  build  a  good  squeeze 
toy  with  it.  It's  too  hard.  So,  the  firm 
searched  for  another  item  to  make  and 
soon  found  it:  meteorological  balloons. 
These  often  huge  balloons  ("you  stand 
next  to  one,  you  look  like  a  pygmy,"  says 
Gelles)  are  used  to  test  atmospheric  con- 
ditions by  floating  upward,  expanding  in 
the  lower  air  pressure  of  the  upper  atmo- 
sphere, and  popping.  Attached  instru- 
ments parachute  gently  back  to  the 
ground  with  the  meteorological  data. 
You  can  only  use  a  weather  balloon  once. 
The  Navy,  the  Army  and  the  Weather 
Bureau  all  have  regular  need  of  them.  So 
it's  a  nice  steady  market. 

Weather  balloon  margins  are  strato- 
spheric. The  balloons  are  Kaysam's  most 
profitable  business  by  far,  with  a  return 
of  14%,  producing  income  of  $285,000 — 
about  a  third  of  the  firm's  total.  Kaysam 
has  a  monopoly  on  the  domestic  market. 
There  had  been  one  other  weather  bal- 
loon manufacturer,  Dewey  &  Almy 
Chemical.  But  that  firm  was  acquired  by 
W.R.  Grace,  which  closed  down  its  bal- 
loon operation.  "There  wasn't  room 
enough  for  the  two  of  us  in  that  business 
to  both  make  a  profit,"  says  Gelles. 
"There's  hardly  room  for  one." 

In  marked  contrast  to  Kaysam's  mo- 
nopoly in  weather  balloons  is  the  com- 
pany's stake  in  waterproof  footwear — 
mostly  plastic  boots.  Over  the  last  de- 
cade the  footwear  industry  in  the  U.S. 
has  been  in  a  bloody  fight — shoe  and 
boot  manufacturers  have  fallen  by  the 
hundreds,  gunned  down  by  cheap  Korean 
and  Japanese  imports.  Fortunately,  Kay- 
sam has  carved  out  a  niche  for  itself  in 
the  small,  waterproof  end  of  the  busi- 
ness. Kaysam  has  been  aided  by  tariffs 
that  protect  waterproof  footwear  to  a 
much  greater  extent  than  they  do  most 
other  shoes  and  boots. 

At  the  moment,  Kaysam's  footwear 
division  is  beginning  to  benefit  from  one 
of  the  problems  besetting  the  rest  of  the 
industry':  the  high  price  of  leather.  "Peo- 
ple still  have  their  noses  up  in  the  air 
about  leather,  but  leather  boots  this  year 
are  going  to  be  well  over  $100  a  pair," 
Gelles  explains.  "So,  we  feel  that  if  we 
have  a  $20  pair  of  boots,  many  people 
will  look  and  say,  'This  looks  like  the  real 
thing,'  and  buy  them." 

That  may  be  true,  but  it's  a  mixed 


-blessing.  As  Kaysam's  plastic  boots  pick 
up  market  share  in  the  high-fashion  area, 
there  will  be  greater  and  greater  pressure- 
to  change  styles  each  year.  That  costs 
money,  and  brings  competition. 

The  footwear  division  provides  the 
biggest  chunk  of  Kaysam's  sales,  $8.2 
million,  but  brings  in  income  of  only 
$285,000.  That  3.4%  margin  might  seem 
kind  of  lean,  but  in  the  footwear  industry 
it's  pretty  good.  One  of  the  industry  gi- 
ants, Brown  Group,  Inc.,  almost  90  times 
as  large  as  Kaysam,  did  only  slightly  bet- 
ter than  that  in  1979,  with  margins  of 
3.6%.  So  much  for  economies  of  scale. 

The  third  sector  of  the  business,  doll 
parts,  is  also  highly  competitive.  Fortu- 
nately, Kaysam  isn't  really  in  the  thick  of 
the  battle.  Kaysam's  Paterson  plant  sim- 
ply supplies  the  arms,  legs  and  torsos 
used  in  such  big  sellers  as  Kenner's  Baby 
Alive.  The  doll-part  business  continues 
to  build,  and  last  year  brought  in 
$254,000  on  sales  of  $3.3  million. 


He  talks  about  his  company 
like  other  men  talk  about  their 
kids,  shifting  from  one  difficult 
child  to  another.  But,  say  to 
him,  "You  sound  pessimistic," 
and  he  gets  a  surprised  look  on 
his  weathered  face.  You've  in- 
sulted his  children. 


Over  the  years,  Kaysam  has  gone 
through  some  very  tough  times — a  fire  in 
1968  almost  killed  the  little  company. 
But  through  it  all,  Gelles  has  had  a  firm 
grip  on  the  key  to  Kaysam's  current  suc- 
cess: Squeeze  every  penny  possible  out  of 
production  costs.  That's  Gelles'  true 
love,  cost-cutting.  Gelles  walks  around 
his  plant — and  make  no  mistake,  it's  bis 
plant — with  a  paternal  smile. 

"In  this  process,"  he  says,  pointing, 
"we  used  to  use  conveyers  to  transport 
the  boots  from  one  operator  to  another. 
But  if  they  had  problems  with  one  boot, 
the  next  boot  would  pass  by,  and  they 
spent  a  lot  of  time  trying  to  pick  up  the 
boots  that  had  passed.  So,  we  went  to  an 
accumulation  system.  I  hit  upon  the  idea 
of  using  trays — like  cafeteria  trays — on  a 
roller-skate  system.  The  trays  move 
along,  and  when  someone  is  finished 
with  one  pair,  the  next  tray  is  waiting  for 
them.  That  increased  efficiency  by  about 
15%  by  reducing  the  time  spent  handling 
and  chasing  after  the  boots." 

Two  years  ago  Kaysam  tendered  for  its 
outstanding  stock  at  $8.75  a  share,  near- 
ly twice  what  it  was  then  selling  for  and 
near  the  firm's  liquidation  price.  About 
63%  of  the  stock  was  bought  back,  and 
Kaysam  put  through  a  stock  split  on  the 
rest  to  keep  the  float  respectable.  The 
younger  management  hung  on  to  their 
stock,  while  Gelles  and  the  Ryans  sold 
off  much  of  theirs.  Today  the  Ryans  hold 


about  33%  of  the  stock,  manager) 
about  27%;  outsiders  have  the  rest.j 
result  of  all  this  is  that  much  or 
voting  power  moved  from  the  RyanS 
the  old  management  to  the  yoia 
managers  who  will  take  over  the 
after  Gelles  retires. 

While  Gelles'  three  sectors  are  pro} 
ing  excellent  earnings,  there  don 
seem  to  be  any  prospect  for  what  G» 
would  call  "glamorous"  growth, 
year  the  firm's  sales  and  earnings 
even  suffer  a  bit  as  a  result  of  two  ter 
rary  problems:  a  particularly' warm  I 
ter  last  year  which  will  cut  into  1 
sales  this  year,  and  the  pressure  of  . 
tronic  games  on  the  doll  business. 

Acquisitions:  With  Kaysam's  sue) 
in  the  toughest  of  businesses,  y< 
think  it  would  be  a  natural  to  pict 
some  small  operations  that  fit  into  ] 
sam's  mold.  There  are  plenty  out  the: 
medical  replacement  organs,  liquid  t 
tamers  and  on  and  on. 

But  Gelles  is  wary  of  acquisition; 
the  early  Seventies  Kaysam  picked  i 
small  sneaker  manufacturer.  Two  yl 
ago,  in  the  face  of  an  onslaught  of  i 
ports,  they  sold  it,  using  that  monei 
finance  most  of  their  stock  buyback. 

"Yes,  we've  looked  at  other  acqu 
tions,  like  bicycle  seats  and  automd 
visors,"  he  says.  "But  they're  )ust 
competitive."  That's  a  surprising  cj 
ment  from  a  man  who  has  made  a  a 
tinuing  success  in  the  footwear  busini 

Gelles  has  set  up  a  three-man  race) 
succession  tohis  job  but  hasn't  annourt 
any  retirement  date  and  shows  no  inclj 
tion  to  do  so.  He  talks  about  his  comp 
like  other  men  talk  about  their  kids.  D| 
ing  with  the  component  parts  of  the  fi| 
it  sounds  as  if  he  is  shifting  from  < 
difficult  child  to  another:  Dolls  are  tern 
rarily  giving  way  to  chips  and  blips; 
weather  balloon  market  isn't  rising; 
footwear  industry  is  a  jungle.  But  then,, 
to  him,  "You  sound  pessimistic  about 
company,"  and  he  gets  a  surprised,  b 
look  on  his  weathered  face.  You've  j 
insulted  his  children.  He  insists: 

"We  are  a  very  successful  survivoi 
businesses  where  it's  difficult  to  survi 
I  don't  see  any  glamorous  growth, 
there  is  plenty  of  room  for  additio 
business."  No,  this  is  not  another  Ti 
dyne,  another  Digital  Equipment, 
other  Schlumberger,  although  Kaysai 
return  on  equity  ranks  with  the  best 
them.  Kaysam  is  a  finely  crafted  a 
cow.  It  is  not  a  glamour  stock  and  pr 
ably  never  will  be.  But  as  long  as  th 
are  dedicated  businessmen  like  Ern 
Gelles  around,  American  industry  v 
survive  and  will  provide  lots  of  liv< 
hood.  How  much  money  has  been  sp< 
on  how  many  government  programs  tl 
fail  to  produce  anything  like  the  400 
more  steady  jobs  Kaysam  provides  i 
depressed  area— and  at  no  cost  to 
taxpayer?  —Rklxinl  Greene 
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Developing  and  installing  a  superior  earth  station  for  international  satellite 
communications  requires  a  broad  spectrum  of  expertise.  By  integrating  computer 
and  communications  technologies  into  a  powerful  whole,  NEC  has 
emerged  a  world  leader  not  only  in  earth  stations  but  also  in  other  technology-intensive 
areas  that  impact  and  enrich  our  way  of  life.  This  unique  blend  of  capabilities 
has  earned  NEC  the  trust  of  customers  in  over  130  countries. 

♦Source:  Survey  conducted  for  the  U.S.  Department  of  Commerce  published  in  1976 
and  World  Telecommunications  II  published  in  1980  by  Arthur  D.  Little,  Inc. 
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Even  if  you  arrive  with  the  dawn, 
your  room  at  Hyatt  will  be  waiting. 


When  you  have  an  American  Express1  Assured  Reser- 
vation? Hyatt  will  hold  your  nxim  through  twilight, 
through  dinner,  through  the  night— even  past  dawn. 

An  Amertcan  Express  Assured  Reservation 
means  your  room  reservation  is  guaranteed  even  if  you 
arrive  much  later  than  you  expected— up  until  check- 
out time  the  following  day. 

Just  give  the  Hyatt  operator  your  American 
Express  Card  account  number  when  you  call  for  a  reser- 
vation. The  reservationist  can  give  you  all  the  details. 

If  you  find  you  won't  need  your  room  after  all,  be 
sure  to  cancel  your  Assured  Reservation  betore 
6  p.m.  destination  time  (4  p.m.  at  resorts)  to  avoid 


being  billed  for  the  night.  Remember  to  get  a  can- 
cellation number  for  your  records. 

Capture  the  spirit?  enter  a  world  of  breathtaking 
atriums,  lush  greenery,  luxurious  guest  rooms,  and 
gracious  service. 

It's  called  A  Touch  of  Hyatt®.  And  there's  nothing 
quite  like  it  anywhere  else  in  the  world. 

To  make  an  American 
Express  Assured  Reservation" 
at  any  Hyatt  Hotel,  call  800- 
228-9000  or  your  travel  plan- 
ner. And  Capture  the  spirit?"^ 
H\  att  Hotels.  Worldwide. 


The  American  Express  Card.  Don't  leave  home  without  it. 


fits  are  slowing  for  catalog  showroom 
s  like  Service  Merchandise,  but  their  ex- 
sion  may  still  have  a  long  way  to  go. 


Too  hot 
not  to  cool  down 


By  Thomas  Jaffe 


sere's  a  little  dark  cloud  drift- 
ing over  the  catalog  showroom 
Dusiness  these  days.  It's  partly  the 
on  affecting  all  retailing.  But  it  is 
by-product  of  the  rate  at  which 
)t  new  business  has  been  growing 
So  far,  it's  nothing  to  worry  too 
about,  but  it  bears  watching.  The 
narket  has,  if  anything,  overreact- 
t  tends  to  these  days. 

year  Raymond  Zimmerman's 
lillion  (sales)  Service  Merchandise 
Nashville,  Tenn.,  the  fastest-grow- 
mpany  in  the  $9  billion  catalog 
)om  industry,  was  trading  over- 
jnter  at  19'/4.  Recently  it  was  at 
5  times  estimated  1980  earnings. 


The  same  goes  for  the  three  other  big 
companies  that  dominate  catalog  show- 
rooms: $795  million  Best  Products  Co.  of 
Richmond,  Va.;  $679  million  Modern 
Merchandising  Co.  of  Minnetonka, 
Minn,  and  $256  million  H.J.  Wilson  Co. 
of  Baton  Rouge,  La.  Just  two  years  ago  all 
sported  multiples  as  high  as  12  or  13; 
now  they  are  at  5  and  6. 

These  are  companies  whose  combined 
earnings  per  share  have  increased  an  av- 
erage 41%  since  1975,  nearly  double  the 
rate  of  such  merchandisers  as  K  mart  and 
Melville  or  even  the  computer  industry. 

The  reason  for  this  growth  is  that  the 
catalog  showroom  formula  is  beautifully 
simple  (Forbes,  Sept.  4,  1978).  Prospects 
are  mailed  catalogs  that  illustrate  thou- 
sands of  items  from  wedding  bands  to  fly 


rods  (virtually  no  soft  goods)  and  list  sug- 
gested retail  price  versus  the  cheaper 
catalog  price.  Samples  are  on  display  at  a 
local  showroom,  usually  a  bare-bones 
space  adjacent  to  a  warehouse  located  in 
or  near  a  regional  shopping  mall.  There 
are  few  salespeople  and  only  one  of  every 
product  is  kept  out  front.  Ordering  is  do- 
it-yourself.  The  purchase  is  trundled  out 
of  the  warehouse  and  brought  to  the 
showroom  ready  to  take  home  in  its  box. 
There  is  hardly  any  shoplifting,  low  over- 
head, $100  to  $200  of  sales  per  square 
foot  and  overall  gross  margins  of  25%  or 
better.  In  short,  a  money  machine. 

But  tumbling  multiples  indicate  that 
investors  feel  this  growth  phenomenon 
is  too  hot  not  to  cool  down.  At  the  end  of 
1976  the  big  four  operated  around  150 
showrooms;  now  it's  almost  300.  There 
are  13  other  chains  with  $25  million  or 
more  in  sales,  and  they  run  200  more. 
That's  500  outlets  where  a  decade  ago 
there  were  virtually  none.  (With  ware- 
house, a  single  operation  covers  50,000 
to  60,000  square  feet.)  All  this  expansion 
has  meant  heavier  long-term  debt  and 
more  short-term  borrowing  at  higher  in- 
terest costs.  Jewelry,  silver,  wrist- 
watches  and  household  appliances — emi- 
nently postponable  purchases — are  as 
much  as  40%  to  50%  of  the  volume. 
With  capital  structures  already  groaning, 
a  serious  merchandising  blunder  in 
1980 — especially  in  the  Christmas  quar- 
ter, which  accounts  for  70%  to  80%  of 
annual  earnings — could  murder  profit- 
ability. "As  long  as  they  keep  making 
loads  of  money,"  says  Jack  Kawa,  retail- 
ing analyst  for  Richmond's  Wheat,  First 


Merchandise's  catalog  showroom  in  Woodbridge,  N.J. 

ners  can  pick  up  everything  from  wedding  bands  to  fly  rods  here— as  long  as  they  order  it  themselves. 
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Raymond  Zimmerman  ofSewu  e  Merchandise  Co. 

"We're  not  going  to  cry  and  conserve  ourselves  out  of  business." 


Securities,  "all  that  debt  is  very  manage- 
able. If  they  start  to  slide,  and  a  bad 
recession  would  really  grease  the  skids, 
it'll  be  a  helluva  burden." 

Service  Merchandise  got  at  least  its 
share  of  the  bonanza,  and  lately  it  has 
had  its  share  of  the  problems.  Zimmer- 
man, 47,  a  six-foot-two  former  dime- 
store  operator,  got  into  the  catalog  show- 
room business  with  his  father  in  1960. 
["Mr.  Harry"  still  is  the  chairman,  and 
the  family  owns  27%  of  the  12.7  million 
common  shares.)  Zimmerman's  messy 
corner  office  is  decked  out  with  a  pair  of 
computer  terminals  to  check  inventory, 
a  cartoon  of  himself  on  a  pogo  stick 
hopping  toward  his  billionth  sales  dollar 
and  a  color  TV  that  he  switches  on  when 
he's  bored  with  a  conference  call. 

Service's  105-showroom  chain  is  scat- 
tered over  23  states  from  Oklahoma  to 
Maine.  Two  years  ago,  it  was  just  half 
that  size.  According  to  Forbes'  1980  per- 
formance yardsticks  for  specialty  retail- 
ers, Service's  five-year  39%  return  on 
equity  ranked  second  only  to  Tandy 
Corp.  In  sales  growth  it  was  number  one, 
from  $16.5  million  to  $730  million  in  ten 
years.  Profits?  In  1970-78,  net  income 
increased  from  $311,000  to  $22.2  mil- 
lion, a  dizzying  70%  compound  rate. 

But  Service  started  to  stretch  itself 
thin  in  1978,  when  it  borrowed  $36  mil- 
lion to  buy  New  England-based  Value 
1  louse,  then  a  20-showroom  chain.  Dur- 
ing the  last  two  years  it  also  opened  30 
new  outlets  that  cost  another  $150  mil- 
lion. This  year  it  took  on  $41  million 
more  long-term  debt  tied  to  the  prime, 
parr  of  which  is  helping  to  pay  down  that 
first  loan.  Its  debt-to-equity  ratio  is  now 
1-to-l,  vs.  0.6-to-l  in  1975.  Meanwhile, 
peak  short-term  debt  jumped  from  $28 
million  in  1978  to  $82  million  last  year. 
Interest  charges  rose  70%,  and  could  be 
up  another  50%  this  year. 

When  slow  sales  in  the  fourth  quarter 
of  1979  coincided  with  a  squeeze  in  gold 
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jewelry,  earnings  fell.  What  happened 
was  this:  Service  had  distributed  season- 
al flyers  promoting  jewelry  priced  on 
$300-an-ounce  gold.  The  skyrocketing 
gold  market  caused  such  a  run  on  stock 
that  more  inventory  had  to  be  bought  at 
prices  much  higher  than  $300  an  ounce. 
As  Zimmerman  tells  it,  the  company 
could  have  raised  prices  but  chose  to 


stick  with  its  original  flyer  prici 
"preserve  customer  loyalty." 

It  was  lucky  for  Service  that  custt 
were  in  a  buying  frenzy.  The  con 
still  sold  plenty  of  icwelry  to  cover  fj  B 
its  blunder.  But  Zimmerman  hirns* 
mits  that  merchandise  supposed  to 
a  38%  markup  went  for  12%  instes 
a  result,  annual  income  dropped  $2.1  - 
hon,  or  12%,  and  1978's  4.2%  ne<  fWP 
gin  fell  to  2.7%.  This  year's  first-qi 
loss,  traditional  in  the  business, 
cents  vs.  5  cents  in  1979. 

Ray  Zimmerman  is  somewhat  ba 
but  not  at  all  chastened:  "When  yo 
back  too  much  on  inventories  and 
opening  stores,  that's  when  comp  V 
wind  up  really  broke.  We're  not  goij 
cry  and  conserve  ourselves  out  of 
ness."  In  April  Zimmerman  annoi  >• 
he  would  open  2  showrooms  in  nor 
California,  a  state  where  Best,  his  bii 
rival,  has  20  showrooms. 

For  now,  security  analysts  like 
lones  of  Nashville's  EC.  Bradford  & 
estimate  there  is  room  for  at  least  cU  • 


the  current  number  of  showroom 
size  of  those  of  the  big  four.  If  f 
correct,  they  could  easily  keep  gro 
15%  a  year  through  the  mid-Ei; 
hardly  ever  going  into  new  mark 
knocking  heads  one-on-one.  ■ 


this  ye 
i  ■ 
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At  Chick-fil-A,  religion  comes  southern  fm 
Its  a  combination  that  seems  to  work  well 


Born  again 
chicken 


By  Carol  E.  Curtis 


B 


OW  WITH  ME  FOR  A  MOMENT  of 

prayer.  Pray  that  we  might  con- 
tinue our  search  for  the  abundant 
life.  Gird  our  lives  with  the  principles 
that  will  build  a  great  building.  .  .  ." 

You  have  jusi  read  part  of  the  opening 
devotional  of  Chick-fil-A's  annual  semi- 
nar last  February  at  the  luxurious  Green- 
brier resort  in  West  Virginia.  Leading  the 
meeting  is  Dr.  Charles  Q.  Carter  who, 
when  he's  not  Chick-fil-A's  chaplain,  is 
tending  his  other  flock  at  the  First  Bap- 
tist Church  in  fonesboro,  Ga. 
Church  and  state  may  not  mix,  but 


religion  and  business  most  certainl 
in  Chick-fil-A's  case.  Chick-fil-A,  na 
for  its  product,  is  not  your  average 
food  operation.  Its  main  attraction 
boneless  chicken  breast  on  a  bun 
sells  at  shopping  malls  for  about  $1. 
standard  eat-and-run  food.  The  busi 
is  operated  in  a  way  that  would 
any  Baptist  church  proud,  and  the  gi 
of  the  fast-food  business  might  well 
the  company's  rapid  growth. 

The  creator  of  Chick-fil-A,  an 
spiritual  mentor,  is  Truett  Cathy,  an| 
lanta,     Ga. -based  entrepreneur 
dreamed  up  the  idea  in  1961  aftei 
second  restaurant  faltered  and  was 
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ntucky  Fried  Chicken, 
thy  was  casting  about  for  a  way  to 
•  money  when  he  hit  upon  a  method 
sssure-fry  deboned  chicken  breasts 
ir  minutes  ("a  world  record").  When 
>r  shopping  malls  sprang  up  in  the 
1960s,  Cathy  was  ready  to  move  his 
ict  into  the  malls  for  housewives  and 
ren  to  carry  out  while  they  shopped, 
iburgers  and  hot  dogs  don't  taste 
cold,"  says  Cathy.  "Chick-fil-A  is 
at  room  temperature." 
thy  has  built  his  private  company 
i  business  that  grossed  $55  million 
'ear,  and  is  headed  for  $80  million 
^ear.  There  are  152  Chick-fil-As  in 
ates,  with  29  more  scheduled  to 
this  year,  and  45  in  1981. 
e  company's  revenues  are  still 
;en  feed  compared  with  industry 
rs  like  McDonald's,  which  grossed 
billion  last  year.  But  Chick-fil-A 
ls  its  fast  growth  is  one  reason  why 
of  its  main  competitors,  McDon- 
and  Burger  King,  have  begun  to 
et  a  chicken  sandwich, 
lat  really  sets  Chick-fil-A  apart,  be- 
its  emphasis  on  religion,  is  mastery 
ither  ruthless  carrot-and-stick  tech- 
Unlike  many  food  franchises, 
i  may  require  a  front-end  invest- 
of  more  than  $250,000,  Chick-fil-A 
tors  only  put  up  "token  money"  of 
0.  "We  tap  individuals  who  want  to 
lto  business,  but  don't  have  mon- 
lathy  says. 

:hy  invests  the  $200,000  it  takes  to 
mall  space  and  build  the  store, 
s  the  carrot.  Now  comes  the  stick, 
tore  operator  draws  a  base  salary  of 
30  a  year  for  which  he  may  labor  as 
as  60  hours  a  week,  with  his  wife 
throwing  in  her  time  for  free.  Says 
5  "We  give  him  enough  for  bread 
/ater,  and  no  financial  risk." 
th  sales  at  each  restaurant  averaging 
000  after  one  year,  operators  usual- 
n  a  profit  during  the  first  year.  But 
s  when  the  strings  Cathy  has  at- 
d  begin  to  pull.  Each  store  manager 
Chick-fil-A  15%  of  gross  sales,  and 
any  net  profits  50-50  with  the 
any.  Cathy  estimates  total  pretax 
s  at  over  $6  million  last  year,  with 
$3  million  pretax  going  back  to 
c-fil-A.  That  would  suggest  a  total 
margin  of  about  10% .  That's  better 
McDonald's  and  far  better  than 
of  most  other  fast-food  operators. 
Cathy:  "I  have  sensed  some  real 
:les  taking  place  in  my  business." 
ick-fil-A  Executive  Vice  President 
>  Collins  puts  it  more  bluntly.  "The 
s  our  unique  way  of  compensating 
tors,"  he  says. 

is  uniqueness  boils  down  to  the  way 
f  keeps  his  operators  on  a  very 
leash.  The  average  manager  can 
$35,000  a  year  after  five  years; 
are  extras  that  include  company- 
seminars  at  resorts  like  the  Green- 
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"I  never  knew 
gold  rum 
tasted 
like  thisl9 


oft  the  rocks... 


That's  the  reaction  that's  made 
Puerto  Rican  Gold  Rum  one  of  the 
fastest  growing  liquors  in  America 
today.  It's  the  smooth  alternative  to 
bourbons,  blends,  Canadians  — 
even  Scotch. 

Try  our  Gold  Rum  with  soda, 
ginger  ale,  or  on  the  rocks.  The 
first  sip  will  amaze  you.  The  second 
will  convert  you. 


ecause  you  have 
tasted  gold  rum 
on  the  rocks. 


Make  sure  the  rum  is  Puerto 
Rican.  The  people  of  Puerto  Rico 
have  been  making  rum  for  almost 
five  centuries.  Their  specialized 
skills  and  dedication  result  in  a  rum 
of  exceptional  taste  and  purity. 

No  wonder  over  85%  of  the  rum 
sold  in  this  country  comes 
from  Puerto  Rico. 


1 


Puerto  Ricnn  Rums 

Aged  for  smoothness  and  taste. 

For  free  Light  Rums  of  Puerto  Rico"  recipes,  write  Puerto  Rican  Rums. 
Dept  FB-6, 1290  Avenue  of  the  Americas.  N  Y  N  Y  10019  ©1979  Commonwealth  of  Puerto  Rico 


Another  Tenneco  Venture: 


Investing  in  energy. 

"In  1980,  our  energy  investments 
will  be  over  double  the  profits  of  the 
entire  corporation  last  year." 


J.L.  KETELSEN,  CHAIRMAN 
AND  CHIEF  EXECUTIVE  OFFICER 


During  1980,  Tenneco  will  spend  more  than  $1  bil- 
lion on  energy  projects  as  the  Company  intensifies 
its  efforts  to  develop  new  supplies.  Our  dominant 
corporate  strategy  since  the  1973  oil  embargo  has 
been  to  increase  production  of  American  energy. 
The  results  are  encouraging. 

For  example,  as  its  contribution  to  the  solution 
of  the  energy  supply  problem,  Tenneco  has: 

•  Increased  its  oil  production  in  the  United  States 
by  17  percent  since  1973,  even  though  total 
domestic  oil  production  was  down  by  7  percent. 

•  Increased  its  natural  gas  production  in  the  U.S. 
by  nearly  42  percent  in  the  same  period,  while  the 
industry  dropped  more  than  13  percent. 

•  Increased  capital  investments  in  exploration  and 
production  from  $124  million  in  1973  to  more  than 
$850  million  in  1979. 

•  Maintained  a  wildcat  drilling  success  ratio  of  29 
percent,  about  double  the  industry  average.  The 
success  rate  of  85  percent  for  development  wells 
drilled  in  1979  was  among  the  industry's  best. 

•  Kept  our  aggressive  course  of  replacing  pro- 
duction with  new  reserves. 

•  Led  the  exploration  of  two  frontier  areas  in  the 
Atlantic  Ocean,  the  Baltimore  Canyon  and  the 
Southeast  Georgia  Embayment.  We  have  more 
wells  in  those  two  areas  than  any  other  company. 
Two  of  the  three  wells  in  the  Baltimore  Canyon 
that  tested  hydrocarbons  are  on  a  tract  in  which 
Tenneco  holds  a  65  percent  interest. 

•  Acquired  interests  in  15  tracts  in  the  Georges 
Bank  area  off  New  England  and  three  tracts  in  the 
Beaufort  Sea  off  Alaska.  We  also  acquired  inter- 
ests in  12  new  tracts  in  the  Gulf  of  Mexico  during 
1979,  bringing  our  holdings  there  to  118  federal 
tracts. 

•  Continued  to  expand  the  Yowlumne  Field  in 


California,  one  of  the  largest  fields  discovered  in 
this  state  in  recent  years. 

•  Made  six  discoveries  in  1979  in  the  Williston 
Basin  of  North  Dakota,  another  large  area  where 
proven  reserves  are  still  growing. 

•  Led  the  negotiations  with  the  national  petroleum 
company  of  Mexico,  resulting  in  the  initial  importa- 
tion of  300  million  cubic  feet  of  natural  gas  per  day. 
About  one-third  of  this  gas  flows  into  our  16,000- 
mile  pipeline  system  which  serves  utilities  and  their 
customers  in  24  states. 

•  Participated  in  many  synthetic  fuel  research 
projects.  We  are  partners  in  the  nation's  first  com- 
mercial coal  gasification  plant  in  North  Dakota,  a 
$1.5  billion  project.  We  have  also  formed  our  own 
coal  company  and  have  sufficient  coal  and  water 
resources  to  supply  several  coal  gasification 
plants. 

•  Become  equal  partners  in  the  nation's  most 
advanced  oil-shale  recovery  project,  which  has 
an  estimated  1.2  billion  barrels  of  recoverable  oil. 

•  Initiated  a  pilot  project  to  produce  heavy  oil  from 
tar  sands  in  Alberta,  and  we  are  evaluating  the 
potential  for  recovering  natural  gas  from  geopres- 
surized  saline  water  in  Louisiana. 

All  these  achievements  and  projects  help 
reduce  our  nation's  dependence  on  imported  oil. 

Although  energy  makes  up  two-thirds  of 
Tenneco's  income,  we  continue  to  provide  other 
basic  needs,  like  food,  automotive  components, 
chemicals,  ships,  packaging,  farm  and  construction 
equipment,  and  insurance. 

That's  Tenneco  today:  growing  in  energy... 
and  more. 

For  more  information  about  Tenneco,  write 
Dept.F-3,  Tenneco  Inc.,  Houston  TX  77001. 


TENNECO  OIL  O  TENNESSEE  GAS  TRANSMISSION  O  J  I  CASE  O  TENNECO  AUTOMOTIVE  O 
TENNECO  CHEMICALS  O  NEWPORT  NEWS  SHIPBUILDING  O  PACKAGING  CORP  OF  AMERICA  C3 TENNECO  WEST 


Chick-fil-As  D  uett  Cathy,  at  right,  with  his  staff  at  a  Monday  morning  prayer  meeting 
(above),  and  ( below)  later  that  morning  hawking  chicken  at  an  Atlanta  shopping  mall 
"I  have  sensed  some  real  miracles  talcing  place  in  my  business,"  Cathy  says. 
Prospective  operators  are  reminded  that  "God  dont  sponsor  no  flops." 


brier,  and  the  use  of  a  Lincoln  Contj 
tal  if  sales  increase  40%  a  year.  0 
lets  the  operator  keep  the  car  if  sat 
up  40%  two  years  in  a  row.  But  Ca< 
adamant  in  his  refusal  to  allow  oper 
to  manage  more  than  one  unit.  "Ti 
on  more  than  one  would  disturb  hi! 
manager's]  effectiveness,"  Cathy  r 
tains.  Adds  Collins,  "The  key  to 
thing  is  that  each  operator  must  ru) 
own  store."  Some  might  argue  that 
restrictions  are  too  limiting  to  keep 
ators  happy  over  the  long  haul.  But 
ator  turnover  so  far  is  only  2%, 
Cathy  has  never  closed  a  store. 

Wayne  Farr,  30,  who  operates  a 
at  Northlake  shopping  mall  outsid 
lanta,  is  fairly  typical  of  the  peopl 
tached  to  Chick-fil-A.  Farr  was  so 
steel  joists  when  he  lost  his  )ob 
asked  Cathy  for  a  store.  Cathy  lent 
the  $5,000  startup  fee,  which  Farr 
layed  in  seven  years  into  an  annua 
come  of  $93,000.  Says  an  enthusi 
Farr,  "Chick-fil-A  is  like  a  marr 
Once  the  deal  is  consummated 
lifetime  thing." 

The  comparison  may  seem  fatt 
But  Cathy  makes  no  bones  about! 
strict  personal  and  religious  rules  he 
poses  on  operators.  "Almost  all  open 
are  Christians,"  he  says.  Smoking, 
drinking  are  discouraged.  "Even  an  c 
sional  beer  is  frowned  upon,"  he  i 
Emphasis  on  marriage  and  the  famii 
strong.  "The  worst  thing  that  can 
pen  at  Chick-fil-A  is  a  divorce  im 
family,"  Cathy  tells  a  visiting  report 

Then  there  is  that  ever-present 
gion.  At  the  Greenbrier  seminar,  ma; 
ers  were  asked  to  listen  to  tapes  oi 
sermons  of  another  Baptist  preacher 
Charles  F.  Stanley,  on  topics  that  inal 
ed  "A  biblical  success  image"  and  " 
cess  is  scriptural."  Stanley  says  th| 
like,  "God  set  up  his  residence  in  ; 
heart  to  control  the  total  being.  An! 
dient  believer  is  a  winner  every  I 
with  God." 

There  is  no  doubt  that  the  comb 
tion  of  religion  and  fast  food  sells  ini 
Deep  South  states  of  Georgia  and 
Carolinas,  where  nearly  a  third  o{\ 
Chick-fil-As  are  located.  Less  certai 
how  it  will  fly  elsewhere.  Collins  [ 
cedes,  "We  have  had  difficulty  sellingj 
product  in  Florida  and  in  the  Northes 
The  farthest  north  Cathy  has  ventl 
so  far  is  Paramus,  N.J.,  where  one  Chi1 
fil-A  has  operated  since  1974.  Its 
enues  in  1979  were  $591,000. 

Nevertheless,  Cathy  is  pushing  ah 
with  aggressive  plans  for  regional  ex| 
sion.  The  first  California  store  will  o 
this  year,  and  ten  new  Chick-fil-As 
due  to  start  up  in  Ohio  and  Pennsylv; 
by  the  end  of  next  year. 

"Like  Ethel  Waters  said,"  the  Re 
end  Stanley  tells  a  group  of  Chick-f> 
hopefuls  in  Atlanta,  "  'God  don't  spoil 
no  flops.'  "  ■ 
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THE  KING  OF  ITALY  SALUTED  THE  CROWDS  FROM 
A  FIAT  OPEN  TOURER.  BUT  THEN,  A  KING  SHOULD 
HAVE  COMFORT  WHEREVER  HE  GOES. 


Meticulously  engineered, 
handsomely  designed,  and 
uncommonly  comfortable,  the 
1915  Fiat  open  tourer  the  King 
rode  around  in  ranked  among  the 
truly  fine  motor  cars  of  its  day. 
As  the  1980  Brava  European  per- 
formance sedan  does  today. 


The  Brava  offers  you  all  the 
luxuries  you  expect  in  contempo- 
rary European  sedans.  And  some 
luxurious  touches  all  its  own. 


BRAVA.  SO  QUIETLY  LUXURIOUS,  A 
BUZZER  IS  REPLACED  BY  CHIMES. 

The  Brava  gives  you  air  con- 
ditioning and  power  steering, 
standard. 

its  sumptuous  seats  are  now 
available  upholstered  in  optional 
fine  leather. 

its  roomy  interior  is  color- 
coordinated  with  its  exterior. 

And  its  back  seat  has  reading 
lights  for  your  passengers. 

BRAVA  NOWWITH 
OPTIONAL  FUEL  INJECTION. 

The  1980  Fiat  Brava  has  a  DOHC 
2- litre  engine,  with  optional  fuel 
injection  (standard  in  California).  It 
gets  excellent  mileage  for  a  car  of 
its  class.  Remember:  compare  this 
estimate  to  the  estimated  MPG  of 
0^j.       1  other  cars.  You  may 
£*Y   /  get  different  mileage 
depending  on  speed, 
weather,  and  trip  length. 
Actual  highway  mileage 
will  probably  be  less.  EPA  estimates 
based  on  optional  fuel  injection. 

For  the  name  of  the  nearest 
dealer,  call  (800)  447-4700  or  in 
Illinois  (800)  322-4400.  Specifica- 
tions subject  to  change  without 
notice. 


MOTORCARS 
IN  THE  GREAT  EUROPEAN 
TRADITION. 

©Flat  Motors  ot  North  America  Inc  1980 


NOW  YOU  CAN 

ALL  OVER  I 


We're  putting  Sleeperette® 
seats  on  all  our  747s.  Through- 
out the  United  States.  And  all 
over  the  world. 

That  means  more  room  in 
Pan  Am's  First  Class  than 
you've  ever  had  on  any  airplane 
before. 

More  comfort,  too.  Because 
the  Sleeperette  seat  stretches 
out.  So  you  can  do  likewise . . .  to 
read,  relax,  even  sleep. 


Now  they're  on  just  about  all  our 
747s  as  well.  And  soon  every 
First  Class  seat  on  every  Pan  Am 
747  will  be  a  Sleeperette  seat. 
And,  as  always,  at  no 
additional  cost. 

Of  course,  room  to  stretch 
out  isn't  the  only  reason 
to  fly  our  First  Class. 


icor 
iter: 
oup 


And  though  this  remark- 
able, reclining  seat  extends 
the  length  of  four  and  a  half 
windows,  there's  plenty  of 
room  between  rows. 

Until  recently,  Sleeperette 
seats  were  available  only  on 
our  long-range  747SPs. 


fTRETCH 
HEWOf 


Lcomparable  luxury  and 
Lternational  service  are  a 


>uple  of  others. 


Another  reason 
is  the  kind  of 
plane  we  fly,  the 
747.  It's  the  plane  the 
world  prefers,  and  we've 
got  the  world's  largest  fleet. 

So  tell  your  Travel 
Agent  or  Corporate  Travel 
Department  you  want 
Pan  Am's  First  Class. 

Because  what  good 
is  flying  all  over  the  wTorld 
if  you  can't  stretch  out 
and  enjoy  it? 

We  fly  the  world 
the  way  the  world  wants  to  fly 


Antoine  Riboud,  head  of  France's  BSN-Gervais  Danone 

The  late  bloomer  in  a  family  of  overachievers,  he  is  now  extending  his  food  and  beverage  empire  into  the  U.S. 

What  better  businesses  are  there  than  oilfield  services  and  yogu 
What  more  popular  art  than  photography?  Wouldn't  you  know  tb 
the  Riboud  brothers  are  on  top  in  all  three? 

Everywhere  you  look 
there's  a  Riboud 


By  Paul  Gibson 
and  Barbara  Ellis 

For  overachievers  the  Riboud  clan  has 
few,  if  any,  peers.  The  three  Riboud 
brothers — Antoine,  Jean  and  Marc — hail 
from  Lyons,  France.  The  youngest,  Marc, 
now  56,  ranks  among  the  world's  fore- 
most news  photographers.  Winner  of 
two  Overseas  Press  Club  awards  for  pho- 
tography, his  work  frequently  graces 
Time  and  National  Geographic. 

Jean,  60,  set  out  to  be  a  banker  and 
instead    became    chief    executive  at 


Schlumberger  Ltd.,  the  partially  foreign- 
controlled,  New  York-  and  Paris-head- 
quartered oilfield  service  company. 
Schlumberger  has  grown  rapidly  since 
Jean  took  charge  in  the  mid-1960s  and 
centralized  control  over  a  loosely  knit, 
world-spanning  engineering  operation; 
in  15  years  Schlumberger's  sales  have 
climbed  from  a  notch  over  $300  million 
to  more  than  $3.5  billion.  In  net  profit 
Schlumberger  now  ranks  22nd  among  all 
U.S.  companies  on  Forbes'  500  lists  and 
5th  in  stock  market  value,  behind  Gener- 
al Motors  and  ahead  of  General  Electric. 


Now  meet  Antoine,  61,  the  eldest, 
is -the  brother  who  stayed  at  home.  F 
the  most  inconspicuous  and  ha 
capped  of  beginnings,  Antoine 
turned  a  tiny  family  business  into  E 
Gervais  Danone,  a  Paris-based,  globe 
dling  food-and-beverage  empire  that 
rivals  in  size  and  scope  such  U.S.  gi 
as  Borden  and  CPC  International. 


'There  are  also  three  Riboud  sisters  who  have  j'aret 
in  iEeirown  right.  Michelle  has  been  a  senior  e.\ecu\ 
a  worldwide  charity  organization  Franc,oLf  rq 
sclxiot  for  emotionally  disturbed  children,  and  .Vij 
an  administrator  in  the  theater  in  Paris 
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Now 
you  can  copy 

both  sides 

of  this  page 

without 


turning  it  over. 


The  Xerox  5600. You  put  in  a  two-sided  original, and 
get  back  a  tw  o-sided  copy.  Automatically. 


If  you  copy  from  two-sided  originals,  you've  turned  to  the  right  copier. 
The  Xerox  5600  is  the  only  one  that  lets  you  copy  a  two-sided  original 
without  having  to: 

( 1 )  copy  one  side, 

(2)  turn  the  original  over,  and 

(3)  copy  the  other  side. 
The  5600  does  it  all  in(l) 

step,  automatically. 

It  also  collates  your  copies 
into  nice,  neat  sets,  automatically. 
And  even  staples  them, 
automatically. 

For  more  information,  call  us  at  800-648-5600  (operator  263 )'. 
We'll  show  you  how  a  Xerox  5600  lets  you  do  something  more 
productive  than  turn  over  originals. 

Namely,  reduce  office  turnover  bv  100%. 


XEROX 


In  Nevada  call  800-992-5710.  operator  263.  XEROX®  and  5600  arc  trademarks  of  XEROX  CORPORATION 


<:  in  1958  Antoine  inherited  a 
laking  company.  It  had  been 
;d  by  a  great-uncle  in  Lyons.  It 
d  barely  $10  million  in  sales.  For 
:tter  part  of  the  next  decade,  An- 
stuck  close  to  glass,  branching  out 
'om  glass  containers  into  flat  glass 
:o  windshields  and  housing.  Then, 
in  the  1970s,  in  a  series  of  bold 
itions  made  largely  for  stock,  he 
diversifying  into  dairy  products, 
oods,  mineral  waters  and  beer,  be- 
g,  in  effect,  France's  leading  con- 
rator.  His  interests  even  include  a 
r  airline  and  a  casino.  BSN's  rev- 
are  now  pushing  $4  billion, 
tiickly  accented  English,  his  crin- 
ice  beaming,  Antoine  Riboud  ticks 
ne  of  his  bigger  successes:  BSN  is 
i's  largest  beer  producer,  brewing 
14  million  barrels  annually,  almost 
ch  as  Schlitz.  It  is  second  in  the 
in  pasta,  behind  Italy's  Barilla. 

are  the  largest  in  the  world  in 
products,"  adds  Riboud.  One  rea- 
r  that  is  BSN's  world-dominant 
m  in  yogurt,  a  fast-growing,  highly 
ble  business. 

make  3  billion  units  of  yogurt 
lly  and  that's  probably  3  times  as 

as  Beatrice."  Beatrice,  which 
ates  the  yogurt  business  in  the 
hares  rights  with  BSN  to  the  Dan- 
ame  and  technique.  Beatrice  has 
istnbution,  BSN  has  the  rest  of  the 
—with  one  exception:  The  Carasso 
,  which  originally  commercialized 
jgurt-making  process,  still  owns 
hts  in  Spain. 

ow  profitable  is  this  sprawling 
conglomerate,  BSN:  On  the  sur- 
face, not  very.  Its  reported  profits 
ar,  $55  million,  came  to  less  than 
its  on  the  revenue  dollar.  But  corn- 
is  are  tricky  between  U.S.  and  Eu- 
i  companies.  Europeans,  unlike 
rms,  prefer  to  minimize  reported 
— why  tempt  the  tax  collector? 
s  yardstick  Riboud  prefers  to  use 
sh  flow — profit  plus  depreciation. 
5  measure  BSN  compares  favorably 
1.  Its  net  cash  flow  since  price  con- 
fere  lifted  in  France  has  been  over 
i  sales,  vs.  5%  or  6%  for  both  Bor- 
d  Beatrice. 

)ine  Riboud,  like  his  brothers  be- 
m,  is  now  invading  the  U.S.  Why 
he  done  so  previously:  Probably 
;e  the  European  market  looked 
A  few  years  ago,  however, 
's  bourgeoisie  received  a  terrible 
len  public  opinion  polls  announced 
pending  Socialist  victory  in  the 
al  elections.  It  didn't  happen,  but 
:hen  all  prudent  Frenchmen — and 
Frenchman  isn't  prudent" — have 
d  they  should  have  a  nest  egg  in 
S.  Antoine  had  an  additional  rc- 
r  of  the  need  to  diversify  geo- 
cally — a  terrorist  gang  had  pro- 
it.  In  1968,  his  Paris  apartment 


Chairman  lean  Riboud  of  Schlumberger  Ltd 

The  family's  intellectual  with  a  penchant  for  arguing  and  a  flair  for  finance. 


was  bombed  by  these  criminals  at  the 
height  of  the  publicity  over  his  attempt- 
ed St.-Gobain  takeover,  and  he  barely 
escaped  death. 

Recently  Antoine  was  at  Manhattan's 
Bloomingdale's  to  launch  his  Kronen- 
bourg  beer,  which  comes  from  France's 
Alsace  region  and  is  Europe's  most  popu- 
lar bottled  brand.  "He  is  amazing,"  said 
an  awed  guest  at  the  launching  party. 
"He  spent  the  whole  evening  going  up  to 
people  asking,  'Have  you  tried  my  beer- 
It's  a  very  good  beer.'  "  Hardly  the  be- 
havior that  blase  New  Yorkers  have 
come  to  expect  from  chief  executives, 
but  effective  nonetheless. 

"What  you  must  realize,"  says  another 
Riboud  watcher  who  has  known  the 
family  intimately  for  years,  "is  that  un- 
derneath all  that  Gallic  charm,  Antoine 
is  aggressive  and  very  power  hungry."  No 
doubt  he  would  love  to  surpass  his  broth- 
er lean  in  the  U.S.  If  that's  sibling  rivalry, 
it  is  constructive  rivalry. 

Antoine's  drive  is,  in  a  sense,  an  al- 
most Toynbeean  response  to  challenge. 
At  birth  he  was  so  sickly  his  parents 
feared  he  would  soon  die.  To  make  sure 
they  were  not  left  heirless,  this  solid 
bourgeois  couple  produced  his  brother 
Jean  only  1 1  months  later.  While  Jean 
shone  at  Paris'  prestigious  law  and  politi- 
cal science  schools,  the  asthmatic  An- 
toine was  a  mediocre  student.  Jean  and 
Marc  became  Resistance  heroes  in  World 
War  II — Jean  spent  two  years  as  a  prison- 
er in  Buchenwald  concentration  camp. 
Antoine  took  a  lowly  position  in  the 
family  glass  business.  His  latent  genius 
as  a  corporate  entrepreneur  went  largely 
unnoticed  until  he  became  chief  execu- 
tive through  a  combination  of  inheri- 
tance and  seniority. 

What  finally  pushed  Antoine  Riboud 
into  prominence  was  an  audacious  take- 


over bid  in  1968  for  St.-Gobain,  then  a 
far  larger  and  better-connected  glass- 
maker.  His  proposal  to  swap  BSN  con- 
vertible bonds  for  St.-Gobain  stock,  at 
the  time  a  novel  approach  in  France, 
failed.  Riboud,  the  middle-class  upstart, 
was  driven  off  by  St.-Gobain's  conserva- 
tive board  members.  But  while  Riboud 's 
tactics  offended  France's  stuffy  business 
establishment,  Riboud  became  some- 
thing of  a  cult  figure  among  younger 
managers  eager  for  change.  Virtually 
overnight  BSN  acquired  a  new  image, 
and  youthful  executives  flocked  to  join 
Riboud's  banner.  Today  BSN's  top  ranks 
teem  with  European  marketers  who 
learned  their  trade  with  such  U.S.  com- 
panies as  Procter  &  Gamble,  Colgate- 
Palmolive  and  General  Foods. 

So  Riboud  can  afford  to  be  philo- 
sophical about  his  early  rebuff  by 
St.-Gobain,  arguing  that  it  helped 
him  spot  another  trend.  "I  saw  it  would 
be  better  to  fill  the  bottles  rather  than 
just  make  them,"  he  says,  gesticulating 
excitedly  as  he  explains  his  moves  into 
all  manner  of  foods  and  beverages — over 
60  brands  in  a  dozen  countries.  It's  a  sad 
commentary  on  our  times  that  it  is  easi- 
er to  make  money  from  nonessentials, 
such  as  yogurt  or  beer,  than  in  blast  fur- 
naces for  glass  or  steel.  But  that's  the 
way  it  is.  Riboud  sagely  decided  to  go 
with  the  tide  rather  than  fight  it. 

In  achieving  his  success  Riboud  has 
consistently  purchased  companies  that 
already  ranked  among  the  top  three  in 
their  respective  markets — solid  Boston 
Consulting  Group  theory,  that — and 
then  spent  heavily  for  some  of  the  sharp- 
est advertising  seen  in  Europe.  For  exam- 
ple, when  it  acquired  the  Canada  Dry 
soft-drink  franchise  in  France,  BSN  cre- 
ated an  advertising  campaign  built 
around  the  old  television  series,  The  I  >/- 
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Photographer  Marc  Riboud  ( left  )  with  Aries  Festival  director  lucien  Clergue 

Art  and  politics  are judged  no  less  important  than  commerce  in  the  Riboud  clan. 


touchables.  It  even  used  a  look-alike  for 
Robert  Stack  to  play  the  Eliot  Ness  char- 
acter and  promoted  the  idea  that  in  the 
Chicago  of  the  Roaring  Twenties  rum- 
runners often  drank  Canada  Dry  ginger 
ale  in  preference  to  liquor.  Sales  soared 
and  in  several  markets  Canada  Dry  actu- 
ally challenged  Coca-Cola.  The  irony  is 
that  the  commercials  were  in  large  part 
true.  Rumrunners  often  were  teetotalers, 
but  Canada  Dry's  U.S.  parent,  Norton 
Simon  Inc.,  had  never  used  the  idea  here 
in  its  own  advertising. 

To  be  sure,  BSN  has  a  couple  of 
advantages  over  most  firms.  It  is 
closely  linked  with  the  powerful 
French  banking  group,  Cie.  Financiere  de 
Paris  &  des  Pays-Bas.  Both  Antoine  and 
Jean  are  directors  and  each  has  the 
bank's  former  chairman  on  his  board. 
More  important  is  the  cozy  relationship 
BSN  enjoys  with  the  French  govern- 
ment, which  can  only  make  U.S.  busi- 
nessmen envious.  Even  though  it  is  rich 
in  agricultural  products,  France  has  never 
had  a  food-processing  company  to  rival 
Switzerland's  Nestle  or  the  Anglo-Dutch 
Unilever.  So  the  French  government 
now  actively  encourages  mergers  among 
competing  food  companies.  No  ambi- 
tious antitrust  lawyers  from  the  Justice 
Department  to  worry  about  there.  Quite 
the  reverse.  Recently  Frigicreme,  a 
French  ice-cream  maker  and  frozen-food 
company,  was  up  for  sale.  Nestle,  Uni- 
lever and  the  Willot  brothers  (another 
French-brother  act,  which  owns  New 
York's  Korvettes)  were  among  those  ea- 
ger to  bid.  "The  government  had  BSN's 
name  stamped  on  that  right  from  the 
start,"  says  a  sore  loser. 

Similarly  there  were  no  objections  in 
April  when  BSN  bought  a  grocery  prod- 
ucts division  with  $300  million  in  sales 
from  Generale  Occidentale,  owned  by  Sir 


James  Goldsmith,  the  Anglo-French  ty- 
coon (see  Forbes.  Sept.  17,  1979)  In  Eu- 
rope, unlike  in  the  U.S.,  business  and 
government  tend  to  be  partners  rather 
than  antagonists.  Whatever  their  differ- 
ences, both  sides  recognize  they  have  an 
interest  in  creating  jobs. 

This  deal  cast  an  interesting  sidelight 
on  how  French  tycoons  like  to  operate. 
The  Paris  rumor  mill  had  been  churning 
out  stories  that  Goldsmith  was  selling 
because  he  urgently  needed  cash  for  his 
lackluster  retailing  ventures  that  include 
Grand  Union  and  Colonial  Stores  in  the 
U.S.  and  for  his  proposed  takeover  of 
Diamond  International,  the  forest-prod- 
ucts company.  So  there  was  surprise 
when  Riboud  gave  Goldsmith  minority 
shareholdings  in  some  obscure  subsid- 
iary companies  rather  than  cash.  The 
truth  emerged  when  a  story  appeared  in 
[.'Expansion,  a  Paris  business  biweekly.  It 
told  how  the  deal  started  with  a  dinner 
for  Riboud,  Goldsmith  and  his  banker  at 
Goldsmith's  Champs-Elysees  area  res- 
taurant Laurent.  It  quoted  a  letter  from 
Riboud  to  his  executives  explaining  that 
for  tax  reasons  Goldsmith  would  take 
shares  rather  than  cash.  What  L'Expcui- 
sion  didn't  tell  its  readers  were  its  writ- 
er's connections:  Her  husband  works  in 
the  BSN  glass  export  department.  Her 
name:  Christine  Mital.  Her  father  is  An- 
toine Riboud. 

Pere  and  Mere  Riboud,  Camille  and  He- 
lene,  raised  a  loving,  feuding  and  highly 
competitive  family,*  says  a  relative. 
While  Marc,  nervous  and  high-strung, 


'Politically,  the  prudent  Rihouds  have  covered  their  bets 
Jean.  wlx>  keeps  houses  in  both  tlx  U.S.  and  France,  was 
for  years  an  elected  councilman  in  Ouroux  near  Lyons 
Then  his  sister  Frangoise,  running  on  a  leftist  ticket,  heat 
him  Note  Jean,  a  longtime  adviser  to  Socialist  leader 
Francois  Mitterrand,  Ixts  his  eye  on  a  national  political 
office  in  France. 


stays  behind  the  lens,  his  brothers 
become  French  television  celebr 
Jean,  the  family's  intellectual  who 
to  argue,  once  conducted  a  barga: 
session  for  a  Schlumberger  subsi 
with  a  union  leader  on  prime-time  te 
sion,  while  Antoine,  less  urbane 
shrewd  and  tough,  recently  was  a  j 
commentator  on  a  French  telev 
news  program. 

In  part  because  European  expar 
now  will  come  harder,  in  part  bee 
the  lesson  of  the  political  scares  h 
been  lost  on  Antoine  Riboud,  BSN 
thrust  is  likely  to  switch  to  this  si< 
the  Atlantic.  In  April,  Antoine  had 
sell  its  flat  glass  operations  in  West 
many  to  U.K.'s  Pilkington  Brother 
$260  million  in  cash  and  shares.  No 
wants  to  reinvest  that  money.  BS 
already  in  the  U.S.  with  Evian,  a  noil 
bonated  water  more  popular  in  Fr 
than  Perrier,  and  now  with  Kronenb 

Does  Riboud  think  he  can  becor 
beer  baron  here  too?  That's  unlikely 
ready  there  are  between  150  and 
labels  scrapping  for  the  $200  million 
imported  premium  beer  market.  W 
hefty   advertising   campaign,  Kro 
bourg  likely  will  wrest  some  sales  f 
the  Netherlands'  Heineken,  which  o 
half  the  market.  But  for  Riboud  tl 
only  testing  the  marketplace.  He's  i 
bigger  things. 

Reportedly,  Riboud  has  been  t 
ing  up  deals  here  with  Anhet 
Busch  and  General  Foods  and! 
visited  with  Ernest  and  Julio  Galld 
Modesto,  Calif.  The  Gallo  brothers 
both  elderly  and  their  sons  are  less  e; 
than  their  parents  to  run  the  winery, 
years  Ernest  has  been  telling  intim. 
the  company  would  one  day  be  run  1 
professional  manager. 

For  Riboud,  who  has  his  own  prn 
vineyard  in  southeastern  France,  vl 
would  be  better  than  acquiring  a  prh 
company  with  a  first-rate  distribul 
network?  For  one  thing  there  wouL 
be  the  Securities  &  Exchange  Comr 
sion  looking  over  his  shoulder.  W 
Frenchman  could  resist  that?  Wl 
pressed  about  his  plans,  Antoine  Ribi 
merely  gives  a  Gallic  shrug  of  his  rn 
sive  shoulders  and  replies,  "We  have  a 
of  ambitions  everywhere  in  the  world 
Will  there  be  another  generation 
Riboud  overachievers  to  carry  out  tb 
ambitions?  It  would  probably  be 
much  to  expect  genetics  and  envirj 
ment  to  repeat  the  odd  confluences  t 
dropped  six  such  gifted  people  int« 
single  family  in  a  single  generatii 
There  are  no  indications  that  any  of 
next  generation  will  be  quite  as  proi 
nent.  Nevertheless,  there  are  plenty 
signs  of  talent.  Besides  his  journa 
daughter,  Antoine  has  a  son  who  op 
ates  a  successful  Paris  travel  agency  s 
another  who  runs  a  chic  women's  fa 
ion  boutique,  Victoire.  ■ 
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Built  with 

today's  technology 

from  the  ground  up- 

Canadair  Challenger  and  the  new, 
extended  Challenger  E  are  the  first 
long-range  business  jets  designed  from 
scratch  to  take  advantage  of  recent 
advances  in  aviation  technology. 

The  state  of  the  art  now  includes  a 
high-lift,  low-drag  wing  with  increased 
fuel  capacity;  quiet,  fuel-efficient,  high- 
bypass  turbofan  engines;  lightweight 
composite  materials.  The  result  is  a 
more  efficient  aircraft. 

A  fresh  look  at  the  business  jet  also 
gave  Challengers  the  first  wide-body 
cabin  in  the  field.  With  stand-up,  walk- 
around  room  and  plenty  of  space  for  a 
complete  galley,  baggage,  and  crew 
accommodations  on  the  longest  flights. 

Compare  Challenger  innovation 
with  competitors'  designs  rooted  in  the 
'60s.  For  more  information ,  call  James 
B.  Taylor,  President  of  Canadair  Inc.,  at 
(203)  226-1581.  Or  write  Canadair  Inc. , 
Dept  DB20,  274  Riverside  Avenue, 
Westport  CT  06880. 


The  all-new  business  jets. 

canadair 
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rare  white-fronted  lemti 
could  suffer  a  fate  worse 
than  death. 


■ 


Extinction. 

It  could  happen  to  many  of  the  animals, 
birds,  and  reptiles  in  today's  over' 
crowded  world. 

That  s  why  scientists  at  the  San  Diego 
Zoo  are  working  on  programs  to 
breed  endangered  species  in  captivity.  To 
ensure  that  they  won't  go  the  way  of 
the  dinosaur. 

Insurance  helps  make  this  possible . . . 
because  without  it,  no  200  could  afford 
the  risks  involved  in  its  many  activities. 
In  fact,  without  insurance,  you  might 
never  get  to  enjoy  a  lot  of  things  that 
bring  you  closer  to  nature. 

Insurance  isn't  just  for  when  things 
go  wrong.  It  also  helps  us  get  more 
out  of  life.  And  because  insurance  allows 
people  to  face  financial  risks  they  other' 
wise  couldn't  afford,  it  plays  a  vital  role 
in  America's  free  enterprise  system. 

We're  proud  of  the  insurance  business. 
And  the  people  involved  in  it.  Especially 
our  more  than  1,300  independent  in' 
surance  agents  and  brokers  who,  with  us, 
are  dedicated  to  helping  insure  the 
American  way  of  life. 

Industrial  Indemnity 

a  Crum  and  Forster  organization 


Home  Office:  San  Francisco  94120 


The  bureaucracy  has  ordained  that  women 
should  hold  nearly  7%  of  jobs  in  the  construc- 
tion industry.  But  Paul  Volcker  and  soaring 
unemployment  just  aren  i  cooperating.  . 


What  jobs? 


By  Beth  Brophy 

Can  the  bureaucrats  order  wonv 
en  into  construction  jobs  when 
the  layoff  rate  among  hard  hats  is 
15%  and  the  unemployment  rate  for 
women  is  6%  ? 

Not  very  well,  it  seems.  In  fact,  the 
recession  may  be  the  blow  that  defeats 
the  bureaucracy's  controversial  mandate 
that  within  ten  months  (by  April  1981) 
6.9%  of  all  construction  workers  be 
women.  At  the  moment,  women  make 
up  only  1.5%  of  the  3.9  million  employed 
construction  workers.  To  reach  the  goal, 
contractors  would  have  to  find  jobs  for 
210,000  more  women  workers  at  a  time 
w  hen  nearly  three-quarters  of  a  million 
men  are  out  of  work  in  the  industry. 

A  flurry  of  publicity  surrounded  those 
goals,  including  a  spate  of  newspaper  sto- 
ries about  women  nailing,  drilling  and 
scraping,  and  their  complaints  about  on- 
the-job  harassment,  wolf  whistles  and 
insults.  The  program  was  in  trouble  even 
without  the  building  slump.  Contractors 
and  unions  say  there  aren't  enough  wom- 
en who  want  construction  jobs.  Wom- 
en's groups  claim  the  contractors  aren't 
half  trying.  The  Labor  Department  takes 
a  Solomon-like  stance,  saying  the  goals 
are  reasonable  even  in  a  recession,  but 
basically  doing  little  more  than  saddling 
the  industry  with  more  paperwork. 

In  the  meantime  some  women  are 
training.  One  motivation  is  pay,  which 
can  be  good — $10  to  $18  an  hour — when 
there's  work.  In  northeast  Washington, 
tor  example,  a  38-woman  crew  is  ren- 
ovating a  public  housing  project.  Ginger- 
ly stepping  around  piles  of  rubble,  they 
carry  sheet  metal,  install  pipes,  scrape 
chipped  paint  off  dirty  walls.  Wearing 
yellow  hard  hats  and  plastic  goggles,  two 
painters  pound  in  a  dry  bathroom  wall 
using  wooden  block  and  hammer.  In  an 
adjoining  room,  two  more — weighing  in 
at  less  than  90  pounds  each — stand  on 
ladders,  arms  upraised,  hammering  nails 
over  their  heads  into  the  new  ceiling. 
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Trainee  renovating  public  housing  project 


A  tough  time  far  a  hard  mandate. 

"It's  no  harder  than  housework  once 
you  get  the  hang  of  it,"  says  Sarah  Miser, 
30,  a  former  welfare  mother  who  now 
pulls  in  $124  a  week,  tax  free,  as  a  labor- 
er-m-training.  Her  partner  looks  up,  sur- 
prised. "It  iv  harder,"  she  says  quietly. 

"Sure,  an  experienced  crew  could  have 
completed  the  work  by  now,"  says  Ray 
Bright,  63,  the  union  foreman  supervis- 
ing the  program.  "But  these  women  can 
build  everything,  once  they  get  the  train- 
ing." The  question  is,  of  course,  whether 
these  women  will  find  |obs  at  the  end  of 
their  training.  Unemployment  in  the 
construction  trades  touched  15.1%  last 
month — leaving  766,000  workers  iob- 
less,  232,000  more  than  last  year. 

"I  don't  think  the  government  gave 
deep  thought  to  this  recession  prob- 
lem," says  Chris  Monek,  employment 
director  at  the  Associated  General  Con- 
tractors of  America.  "They  didn't  think 
about  the  union  towns  like  Boston  and 
New  York,  where  experienced  workers 
are  sitting  on  a  bench  and  there's  a  moral 


obligation  to  get  them  back  to  wi 

The  Labor  Department  isn't  rcac 
concede  that  the  building  slump  ma 
difference.  Alexis  Herman,  directi, 
the  Labor  Department  Women's  Bu 
puts  it  this  way:  "Lven  in  times 
shrinking  economy  we  have  to  be 
scious  of  job  distribution." 

The  Office  of  Federal  Contract  (. 
pliance  Programs  (OFCCP),  an  arm  d 
Labor  Department,  is  charged  with 
forcing  the  regulations.  Says  OFCCE 
rector  Weldon  Rougeau:  "The  go2 
6.9%  is  realistic  if  contractors  don' 
on  their  hands  and  wait  for  wome 
come  knocking  on  their  doors.  We  d. 
put  a  man  on  the  moon  by  saying 
were  sending  a  spaceship  there,  Jusi 
cause  it  can't  be  done  overnight  don 
mean  the  government  shouldn't  ifiju 
those  goals."  But  he  admits  the  goah 
"flexible."  If  a  contractor  only  hired 
of  women  in  his  work  force — or  t 
0% — but  filled  the  forms  that  show 
tried  his  best,  the  government  woull 
satisfied,  he  says. 

But  contractors  complain  that  pre 
documentation  creates  expensive, 
fling  paperwork.  "I've  had  it  up  to 
eyeballs  with  trying  to  do  the  lmpi 
ble,"  says  Eva  Poling,  executive  1 
president  of  the  Mechanical  Contrac 
District  of  Columbia  Association, 
"Given  the  paperwork  burden  and 
procedural  vagueness — how  many  let 
constitute   enough  documentation: 
contractor  is  in  a  catch-22  from  wh 
there  is  no  escape.  If  you  are  not  meei 
your  goals,  you  can't  possibly  be  dc 
enough  paperwork,  so  you  are  not 
compliance." 

Women's  groups  blame  the  govt 
rhent.  "Without  enforcement,  the  gi 
are  paper  tigers,"  says  Betsy  Coo 
proiect  director  of  Women's  Work  F( 
Network  at  Wider  Opportunities 
Women,  Inc.  (WOW).  "Contractors  ; 
unions  know  the  government  won't 
anything,  so  they  make  only  superfic 
haphazard  efforts." 

A  serious  problem  is  that  the  constr 
tion  industry  is  made  up  of  tens  of  th< 
sands  of  small  firms,  too  small  to  set! 
training  programs  and  too  poor  to  h 
affirmative  action  experts  to  fill  « 
forms.  The  Labor  Department  says 
doesn't  squeeze  tiny  firms  anyway,  i 
the  big  builders.  But  don't  tell  that 
Alma  Gaghan,  a  northern  Virginia  wo 
an  who  tried  to  run  a  seven-employ 
family  plumbing  firm  when  her  husba 
died.  She  found  herself  facing  13  affirn 
tive  action  complaints.  "I  wasn't  doi 
anything  wrong,"  she  says,  but  the  go 
eminent  gave  her  a  choice:  She  cot 
give  up  federal  contracts  or  sign  a  cone 
iation  agreement  that  required  massi 
paperwork  and  recordkeeping. 

"Well,  I  don't  have  any  of  those  hassi 
anymore,"  Alma  Gaghan  says.  "I  sii 
the  business."  ■ 
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Pleasure  before  business. 


Everything  about  David  Plastow  represents  his 
company's  philosophy.Which  is  why  he  wears  a  Rolex. 


David  Plastow  is  the  cus- 
todian of  a  long  and  famous 
engineering  tradition. 

He  is  the  Chief  Execu- 
tive of  Rolls-Royce  Motors, 
and  indeed,  his  manner  and 
personal  appearance  exact- 
ly reflect  the  ethos  of  that 
company.  That  of  the  skilled 
engineer. 

Plastow  takes  a  personal 
interest  in  any  modification, 
however  small. 

"All  our  developments 
at  Rolls-Royce  are  always 
evolutionary  rather  than 
revolutionary,"  he  says. 

"We  are  a  highly  personal  business,  and 
both  our  craftsmen  and  our  customers  have 
clearly  defined  ideas  about  what  a  Rolls- 
Royce  should  be.  But  while  we  don't  tamper 
with  those  fundamental  ideas,  we  are,  of 
course,  constantly  searching  for  improve- 
ment. For  instance,  years  ago,  the  gear 
selection  on  a  Rolls-Royce  car  became  com- 
pletely electronic.  But,  a  driver  likes  to  'feel' 


that  the  gear  selection  lever 
is  doing  something ...  so 
we  engineered  the  'feel' 
back  into  it-  so  it's  satisfying 
to  use. " 

David  Plastow  recog- 
nises the  similar  philosophy 
behind  the  watch  he  wears. 

"It's  a  Rolex  Oyster 
Datejust.  I'm  told  that  the 
engineering  concept  of  the 
Oyster  case  first  appeared 
in  1926. 

"Obviously  this  watch 
has  changed  and  improved 
over  the  years  but  Rolex 
have  stayed  with  the  basic 
idea  because  it  was  a  very  good  one.  It's  ex- 
tremely tough,  very  reliable,  and  superbly 
engineered.  After  50  years  of  development 
it's  almost  perfect". 

Which,  from  the  man  who  makes  the 
finest  cars  in  the  world,  is  quite  a  compliment. 

ROLEX 

of  Geneva 


The  Rolex  Datejust  Chronometer.  Available  in  18ct.  gold,  steel  and  gold  combination  or  stainless  steel,  with  tnatchingbraeelet. 
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?  Texas  establishments  favorite  money  manager  is  a  Copt  from 
'ro  whose  faith  in  the  resiliency  of  U.S.  society  and  in  the  U.S. 
inomy's  prospects  puts  most  of  us  natives  to  shame. 


Fayez  Sarof im: 
Don't  sell  America  short 


n  impressive  list  of  clients  have 

beaten  a  path  to  an  unmarked 

door  on  the  29th  floor  of  Two 
ton  Center  in  Houston,  behind 
1  a  brilliant  51 -year-old  Egyptian- 
money  manager  and  his  team  hold 
In  business  for  just  21  years,  Fayez 
m  &  Co.  has  amassed  investment 
nts  totaling  $5.5  billion,  most  of  it 
an  money  and  most  of  it 
extremely  blue-chip  cli- 
They  include  Rice  Univer- 
the  State  of  Oregon  pen- 
und,  Ford  Motor,  CBS,  Al- 
itandard  Oil  of  Indiana,  to 

but  a  few.  In  the  highly 
etitive  pension  fund  man- 
jnt  business,  only  the 
:y  banks — Morgan,  Bank- 
ust,  Mellon  Bank  and  oth- 
ire    substantially  bigger 

Fayez  Sarof  im's  firm, 
l  already  rivals  such  old- 
lshed  private  firms  as  T. 

Price    Associates  and 
[er,  Stevens  &  Clark, 
firm   is   not   the  "hot 

of  the  moment,  no  daz- 
nat  common  sense  and  the 
if  averages  tell  you  can't 
3ver  the  past  20  years  on 
ge,  the  equity  investment 
nts  of  Fayez  Sarofim  & 
)f  Houston  have  outper- 
d  the  Standard  &  Poor's 
stock  average  by  several 
ntage  points  a  year.  With 
mds  and  appreciation,  the 
;  has  averaged  about  7%  a 

the    Sarofim  accounts 

10%.  The  market  aver- 
5.7%,  Sarofim  7.7%,  over 


By  Howard  Rudnitsky 
with  Yassin  El  Ayouty 


count,  all  income  and  capital  gains  rein- 
vested, would  have  grown  over  20  years 
to  $63,000,-  over  the  latest  10  years  to 
$21,000. 

More  than  that,  however,  what  brought 
Forbes  to  Sarofim's  art-bedecked  Hous- 


:ars. 

such  is  the  power  of  con- 
it  performance  and  com- 
i  interest  that  Sarofim's 
vely  modest  edge  transb'.r- 
ito  a  performance  much 
'  than  the  market's  as  a 

•   A  $10  000  Sarofim  ac-    l'a)vz  Sarofim.  patience,  faith  and  a  dependable  consistent 


ton  offices  was  not  his  success  as  a  mag- 
net for  pension  money  but  word  that  the 
shrewd,  owlish,  naturalized  Texan  was 
something  of  a  heretic  in  the  investment 
community.  In  these  generally  bearish 
times,  Sarofim  is  bullish.  Although  he 
agrees  that  we  are  in  a  recession,  his 
accounts  are  80%  to  85%  invested  and  he 
and  his  team  are  adding  to  their  common 
stock  portfolios. 

"I  am  quite  hopeful,"  he  said. 
Fayez  Sarofim  is  not  given  to 
flamboyant  statements,  you  see. 

As  he  opened  up,  however, 
Sarofim  gave  a  graphic  glimpse 
into  what  he  meant  when  he 
said  he  was  "hopeful."  Sarofim 
thinks  the  Dow  industrials 
could  see  1200  sometime  in 
1981.  This  implies  a  rally  com- 
parable to  the  stunning  ones  of 
1962,  1970  and  1975. 

Having  averaged  7.7%  over 
the  decade  of  the  1970s  and 
15%  since  1975,  Sarofim  is  now 
talking  about  20%  gains  on  av- 
erage in  the  next  five  years — a 
significant  improvement. 

Isn't  Fayez  Sarofim  reading 
the  newspapers?  He  is,  but  he  is 
discounting  much  of  the  pessi- 
mism he  reads. 

"All  this  talk  of  disaster,  high 
interest  rates  followed  by  low 
rates,  possible  failures,"  he  said, 
shaking  his  head.  "All  this  talk 
is  making  people  nervous  and 
they  are  wondering  if  the  whole 
thing  is  going  to  blow  up." 

As  an  example  of  what  he  re- 
gards as  unsophisticated  media 
hype,  Sarofim  talks  about  re- 
porting on  inflation.  He  doesn't 
think  it  has  been  as  bad  as  the 
headlined  numbers  suggest. 
"The  Consumer  Price  Index 
said  18%,  but  we  think  inflation 
is  closer  to  8%  or  10%,"  he- 
says.  "The  CPI  is  artificial."  He 
demonstrates    his    ability  to 
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swing  his  mind  from  the  general  to  the 
specific  and  back  again.  He  tells  how  he- 
went  to  the  supermarket  to  buy  meat.  "I 
bought  a  roast  and  some  chicken,"  he 
says.  "The  bill  was  $36.  Of  that  the  beef 
came  to  $30,  the  chicken  was  only  $6.  I 
prefer  the  chicken."  His  point  is  simple: 
How  can  you  people  talk  of  hardship,  of 
declining  living  standards  when  you  can 
buy  chicken  for  $6? 

Sarofim  flips  a  gold-plated  wish- 
bone, given  him  by  a  client.  Until 
last  year,  the  wishbone  had  a  coin 
in  it.  One  side  read,  "I  wish  I  had  bought"; 
the  other,  "I  wish  I  had  sold."  Sarofim 
smiles,  and  tells  how  he  views  reports  of 
America's  declining  productivity. 

"I  think  the  productivity  figures  are 
somewhat  distorted  by  the  fact  that  we 
are  inure  of  a.  service  economy  than  oth- 
er countries,-  the  index  of  productivity  is 
overweighted  by  mature  heavy  indus- 
tries like  steel,  textiles,  autos. 

"Thus  the  figures  are  masking  some 
solid  improvements  in  technology 
fields — computers,  aerospace,  semicon- 
ductors— and  in  energy.  These  are  im- 
portant areas  for  our  future." 

He  smiles  again.  "At  any  rate,  the  pro- 
ductivity declines  have  ended  and  we  are 
in  for  overall  improvement  from  here  on 
now  that  the  economy  is  in  recession." 

Perhaps  it  is  in  the  air  in  Texas.  Per- 
haps his  views  are  shaped  unconsciously 
by  his  own  success.  Perhaps  it  is  the 
perspective  one  gains  from  having  been 
born  and  raised  in  the  ancient  land  of 
Egypt  and  being  transported  to  booming, 
youthful  Texas  by  way  of  Berkeley  and 
Harvard.  Whatever  the  reason,  Fayez 
Sarofim  is  by  no  means  convinced  we  are 
a  declining  society.  He  goes  on: 


Rice  University  entrance  way 
The  endowment  was  an  early  coup. 
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■irofim  in  the  pleasantly  eclectic  jumble  of  his  Houston  office 

i  liking  for  strong-willed,  entrepreneurs  with  their  money — and  their  egos— on  the  line. 
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"The  U.S.  is  still  a  relatively  young 
nation  among  industrialized  nations.  It 
can  still  mount  the  effort  to  become 
more  competitive  through  technology. 
It's  blessed  with  natural  resources  and, 
equally  important,  the  brainpower.  And 
the  U.S.  political  system  is  still  the  most 
stable  of  all." 

Sarofim  doesn't  ignore  the  problems 
the  U.S.  faces.  We  must  do  a  better  job  of 
competing  with  the  Germans  and  the 
Japanese  and  not  simply  try  to  stay  com- 
petitive by  devaluing  our  currency.  "If 
productivity  declines,  quality  declines," 
he  says.  "I  see  it  in  the  oil-pipe  area.  The 
reject  rate  of  steel  pipe  is  getting  to  be 
pretty  bad."  He  worries,  too,  about  what 
will  happen  when  the  economic  and  psy- 
chological daniper  of  the  current  reces- 
sion wears  off.  Will  inflation  rekindle? 

He  isn't  sure.  His  optimism  extends 
only  through  the  early  1980s.  Inflation 
could  escalate  after  that.  He  just  doesn't 
know.  Fayez  Sarofim  isn't  about  to  write 
a  blank  check  tor  permanent  prosperity. 

But  it's  the  old  story  of  the  glass.  Is  it 
half  full?  Or  half  empty?  Sarofim  would 
say  half  full.  He  thinks  we  can  deal  with 
these  problems  and  will  probably  do  so. 
Energy?  What  other  industrial  country  is 
potentially  able  to  supply  most  of  its  own 
needs?  A  little  conservation  here,  a  little 
technology  there,  a  good  dose  of  incen- 
tive and  we'll  stop  making  all  those 
sheikhs  so  rich.  The  glass  is  half  full. 

It  was  pessimism  that  drove  so  many 
money  managers  into  bonds  in  the  mid- 
to-late  1970s — like  sheep  to  slaughter. 
Why  gamble  on  the  stock  market,  they 
argued,  when  they  could  get  9%  guaran- 
teed in  bonds?  Famous  last  words!  Saro- 
fim: "ERISA  made  them  lean  toward 
what  they  perceived  as  the  most  conser- 
vative investments,  which  meant,  in  ef- 
fect, being  confiscated  at  a  known  rate  in 
bonds  rather  than  having  a  fighting 
chance  in  stocks."  Since 
1977  the  nonequity  por- 
tions of  his  accounts  arc 
strongly  biased  toward 
shorter-term  maturities  ot 
three  to  five  years.  With 
the  characteristic  caution 
that  tempers  his  opti- 
mism, he  says:  "I  can't 
see  clearly  more  than  two 
or  three  years  out." 

There's  the  forest-and- 
trees  syndrome  at  work 
here.  Most  Americans  un- 
der 40  have  known  noth- 
ing but  good  times,  and 
when  troubles  arise  they 
think  the  world  is  coming 
to  an  end.  They  have  nev- 
er experienced  hard  times 
and  don't  know  how  to 
put  problems  into  per- 
spective. Sarofim  was 
born  in  Cairo  and  saw  its 
teeming  poverty  from  an 


early  age.  His  well-to-do  family  was  from 
Upper  Egypt,  the  land  that  produced  the 
builders  of  the  pyramid  of  Cheops  and, 
millennia  later,  of  the  Suez  Canal.  Back 
before  the  Christian  era  his  ancestors 
were  producing  village  treasurers  and  vil- 
lage scribes.  He  was  cradled  in  a  7,000- 
year-old  civilization,  he  was  a  Christian 
in  an  overwhelmingly  Muslim  country. 
He  saw  his  father  being  forced  by  the 
Nasser  government  to  sell  his  ancestral 
farmlands.  When  all  this  happens,  you 
know  what  trouble  is.  Twenty-percent 
interest  rates,  8%  unemployment  and 
$35-a-barrel  oil  don't  seem  quite  so 
earthshaking  to  a  person  like  that.  Cer- 
tainly he  is  Americanized  now,  a  real 
Texan.  But  no  one  sheds  his  ancestry  and 
Sarofim's  is  an  important  part  of  his  in- 
vestment vision.  Having  experienced  its 
opposite,  Fayez  Sarofim  appreciates  the 
strengths  of  this  democratic  society. 
When  he  looks  at  his  native  land's  severe 
poverty,  he  can't  panic  over  the  fact  that 
Americans  no  longer  work  quite  so  hard 
as  they  once  did  or  that  they  are  reduced 
to  driving  small  cars  and  turning  down 
'their  thermostats. 

ike  millions  of  immigrants  before 
him,  Sarofim  came  to  America 
seeking  success  and  found  it.  His 
first  job  after  graduate  school  was  in  the 
finance  department  with  Anderson, 
Clayton,  where  he  earned  S200  a  week 
before  he  left  in  1958.  Fascinated  with 
the  stock  market,  he  quit  to  form  his 
own  investment  management  firm.  His 
father,  reduced  in  circumstances  but  still 
fairly  affluent,  gave  him  startup  capital 
and  some  sound  advice: 

"He  told  me  not  to  draw  a  salary  but  to 
pour  any  profits  back  into  the  business 
so  as  to  give  the  clients  the  best  possible 
service.  The  profits  would  come  later. 
My  father  said,  'Don't  stint  on  travel.  If 
an  out-of-town  client  calls  with  a  prob- 
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Arthur  Rock,  cm  old  scLxjolmate  of  Sarofim 
Even  in  business  school,  "Fayez  had  the  knack. 


Iem,  get  on  an  airplane,  go  see  q 
A  few  years  after  he  started  in  bu 
for  himself,  Sarofim  married  j 
Stude,  a  niece  of  George  Brown,  I 
the  founders  of  the  powerful  oilfie 
vices  firm  of  Brown  &  Root,  now 
sidiary  of  Halliburton.  Today  Si 
has  no  trouble  supporting  his  we! 
wife  in  the  manner  to  which  she 
customed.  His  firm  grossed  aroun 
million  in  fees  last  year.  Forbes  fig 
must  have  netted  about  35%  to) 
pretax  and  estimates  Sarofim's  sh 
that  is  about  S3  million  last  year. 

What  part  did  his  wife's  conne 
and  his  own  family  money  play  u 
fim's  success?  It  would  be  foolish 
none.  It  would  be  equally  foolish 
that  his  advantages  did  more  thai 
him  a  fast  start.  The  day  is  lonj 
when  wealthy  people  and  big  cd 
tions  turn  their  money  over  to  pie 
young  Ivy  Leaguers  out  of  F.  Scotl 
gerald;  the  modern  world  is  too  cor 
tive  for  that. 

It  is  true  that  one  of  Sarofim's  e, 
coups  was  the  landing  of  Rice  Uni 
ty's  endowment,  then  $65  million 
his  uncle-in-law  was  a  major  Rice 
factor.  But  the  chairman  of  Rice's 
ees,  Robert  Herring,  says  of  SaD 
"His  performance  has  been  fantastii 
The  probable  truth  is  that  San 
earned  his  way  into  the  Texas  esta 
ment  through  his  success  and  n 
other  way  around.  "Fayez,"  says  a 
associate,  "would  have  made  the 
tacts  and  landed  the  clients  withoi 
ing  married  to  George  Brown's  nj 
But  don't  look  to  Sarofim  for  an 
connection.  He  says  he  has  few  fc 
clients  and  no  Arabs  at  all.  "The 
never  seem  to  call  me,"  he  saysi 
sounding  terribly  worried. 

What  really  attracted  all  that  mor 
the  Sarofim  firm — and  what  make 
views  so  interesting 
vestors — is  its  depen 
consistency.  If  a  i 
manager  doubles 
money  one  year  am 
loses  half  of  it  the 
you  had  a  nice  rid 
you   haven't  gone 
where.  Arthur  Rock 
sharp  San  Franciscc 
ture  capitalist  who 
old  school  friend  and 
ness  associate, 
"Fayez  has  an  unc 
knack  of  finding 
thing  good  early  an 
patience  to  stay  wit! 
He    was,    for  exar 
along  with  Rock,  an 
investor     in  Tele 
which  has  been  pe: 
the  most  sensationa 
ket  performer  of  the 
1970s.  He  was  also 
in  Intel.  The  firm 
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seed  money  for  Intel,  and  now 
8%  of  the  stock,  bought  at  an  aver- 
l,  that  now  sells  around  65.  Rock 
"His  style  hasn't  changed  over  the 

He  finds  value  and  sticks  with  it 
*h  business  cycles.  I  hardly  know 
anager  who  really  stays  with  situa- 
as  long  as  Fayez  does."  (Sarofim 
e  holds  a  stock,  on  average,  for  four 
e  years.  His  portfolio  turnover:  a 
5%  a  year.)  One  reason  he  invests 
s  that  he  likes  to  stay  with  strong- 
1  entrepreneurially  run  companies 
he  says,  "seem  to  produce  better 
ment  results,  when  they  have  their 
y— and  their  egos — on  the  line." 
is  brilliant  book  on  the  stock  mar- 
:orbes  columnist  David  Dreman 
3  of  what  he  calls  "configural  rea- 
as  being  the  secret  of  great  in- 
ent  managers.  By  configural  rea- 
;  he  means  the  abili- 
see  a  situation  as  a 
tapestry,  not  as  sep- 
threads  and  colors, 
ontrasts  this  with 
r  reasoning,"  which 
i  from  A  to  B  to  C. 

analysts,  Dreman 
ase  linear  reasoning: 
lpany's  earnings  will 
:herefore  the  stock 
3  up.  "In  a  configural 
•m,"  Dreman  writes, 
lecision  maker's  in- 
tation  of  any  single 
of  information 
es  depending  on 
he  evaluates  many 
parts." 

it  is  with  Sarofim. 
ps  because  of  his  na- 

he  was  among  the 
a  think  through  the 
;ations  of  the  vast 
es  sweeping  the 
e  East.  He  saw  what  happened  just 

and  just  after  1973  as  more  than  a 
that  would  have  a  clear  beginning 

clear  end.  He  saw  it  as  part  of  a 
ming  process  that  would  change 
ciety.  This — along  with  his  Texas 
ation — helped  swing  him  early  and 
y  into  energy  stocks  and  to  stay 
hem  even  when  things  seemed  to 
ming  sour  for  them  in  the  mid- 
ties.  Sarofim  knew  that  higher  en- 
>rices  would  be  inflationary,  and 
/ould  be  bad  for  capital-borrowing 
abor-intensive  industries,  so  he 
:d  steels,  electric  utilities  and  hous- 
^fter  energy  stocks  he  likes  the 
;  of  companies  in  aerospace,  com- 
;  and  semiconductors,  or  compa- 
A'ith  strong  consumer  franchises 
'ugs;  they,  too,  could  raise  prices  to 
msate  for  inflation. 
ic  of  this  is  terribly  profound.  What 
guishes  Sarofim  is  his  ability  to 
big  judgments  and  stay  with  them, 
lyed  by  headlines  and  by  TV  news- 


casters. That  and  his  perfectionist  atti- 
tudes. A  former  employee  describes 
Fayez  as  extremely  demanding  because 
of  those  high  standards,  but  with  a  sav- 
ing grace.  "Suddenly  he'd  throw  his  arm 
on  your  shoulder  and  let  you  know  there 
was  nothing  personal;  he  wasn't  asking 
anything  he  wouldn't  ask  of  himself." 
Arthur  Rock  remembers  being  with  Sar- 
ofim on  a  double  date  in  their  college 
days.  When  their  girls  left  for  the  ladies' 
room,  Sarofim  didn't  fall  back  on  small 
talk.  He  pulled  out  a  slide  rule  and 
worked  out  a  financial  problem  from  ear- 
lier in  the  day.  Fayez  Sarofim's  insight  is 
a  product  of  meticulous  concern  for  de- 
tails. But  he  isn't  hypnotized  by  the  de- 
tail. Fittingly  for  a  man  from  an  ancient 
civilization,  his  viewpoint  is  secular 
rather  than  cyclical. 
Daniel  Breen,  number  two  man  in  the 


Sarofim  in  bis  ( 
A  view  of  the 


office 

U.S.  economy  through  a  7 .OOOyearold  tradition 

firm  and  a  part  owner,  has  been  with 
Sarofim  since  1969  after  a  long  career  at 
IBM  and  later  in  mutual  fund  manage- 
ment. If  Sarofim's  dynamism  dominates 
the  firm,  both  men  share  the  setting  of 
basic  investment  policy.  Breen  rather 
than  Sarofim  is  the  marketing  and  ad- 
ministration man;  he  brings  in  the  ac- 
counts. Any  way  you  cut  it  Breen  and 
Sarofim,  and  the  firm's  five  other  key 
policy  committee  members  who  have 
been  together  for  over  ten  years,  are  fun- 
damentalists, starting  with  views  on  the 
economy,  politics  and  society  and  then 
focusing  on  industries  and  companies. 

We  asked  Sarofim  what  he  thought 
about  the  much-touted  Modern  Portfolio 
Theory.  He  laughed  and  told  a  story: 
"One  of  our  clients  said,  'You  fellows  are 
doing  MPT — right  out  of  the  book!' 
Hah!"  Sarofim  was  doing  it  before  any- 
body heard  of  MPT.  "What  we  really  do 
is  try  to  position  ourselves  in  what  we 
hope  will  be  the  strongest  areas  over  the 
next  three  to  five  years."  You  can  call  it 


Modern  Portfolio  Theory  if  you  like. 

What  does  Sarofim  see  immediately 
ahead?  He  sees  a  less  severe  recession 
than  some  others,  one  chiefly  affecting 
the  already-clobbered  housing  and  auto 
industries.  Corporate  profits?  He  looks 
for  an  overall  decline  of  not  more  than 
10%.  He's  written  off  this  year  but 
thinks  that  by  mid- 1981  an  upswing  will 
be  under  way  though  he  thinks  it  will  be 
gradual  enough  not  to  exacerbate  infla- 
tion— slightly  slower  than  the  early  up- 
swing in  1976  and  1977. 

There  will  be  some  sizable  bankrupt- 
cies this  year,  he  agrees,  but  the  stock 
market  he  thinks  has  already  discounted 
most  of  the  bad  news.  What  it  hasn't 
discounted  is  the  American  resiliency 
Sarofim  constantly  refers  to.  This  brings 
him  back  to  his  stock  market  prediction: 
"I  can  see  the  Dow  at  1000  by  early  1981, 

I and  as  high  as  1200  some- 
time that  year."  A  40%  to 
50%   gain   in   the  Dow 
would  surely  bring  a  lot  of 
timid  money  back  into 
the  market. 
What  stocks  has  he  been 
buying  for  his  customers? 
Don't  look  for  any  sur- 
prises here.  Among  domes- 
tic oils  he  has  been  buying 
Indiana  Standard,  Penn- 
zoil,  Mesa,  Kerr-McGee, 
Atlantic  Richfield.  Among 
the  internationals:  Exxon, 
Mobil,  SoCal.  In  oil  service, 
there     is  Halliburton, 
ODECO,  J.  Ray  McDer- 
mott,  Cooper  Industries.  Is 
he  always  going  to  be  so 
bullish    on    the  energy 
stocks?   Not  necessarily. 
He  sees  changes  for  the  en- 
ergy  companies   by  the 
—    mid- Eighties,    when  per 
capita  consumption  of  petroleum  will  be 
declining  significantly  under  conserva- 
tion efforts,  and  domestic  oil  will  no  longer 
be  the  bargain  it  is  now  relative  to  import- 
ed oil.  But  that's  still  several  years  and 
many  points  away. 

Among  the  consumer  franchise  stocks 
he  likes  and  is  buying  are:  Philip  Morris, 
Eli  Lilly,  Revlon,  Warner  Communica- 
tions. At  the  right  price,  he'd  give  serious 
thought  to  buying  Procter  &  Gamble. 
His  biggest  defense  stock  holdings:  Mc- 
Donnell Douglas  and  General  Dynamics, 
though  he's  selling  some  of  his  General 
Dynamics:  "We  doubled  our  money  in 
two  years  and  we're  taking  profits,  but  I 
still  like  the  company." 

You  might  dismiss  Fayez  Sarofim's 
bullishness  as  the  overenthusiasm  of  an 
immigrant  to  whom  the  U.S.A.  has  been 
especially  good.  But  don't  forget  that  Sar- 
ofim has  made  money  for  himself  and 
his  clients  out  of  his  essential  faith  in 
America.  How  many  wealthy  short-sell- 
ers do  you  know?  ■ 
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How  other  co 
can  catch  u 


i 


Introduce  your  first  plain  paper  copier  in  1959 
This  will  give  you  21  years'  experience  in  a  fiel 
(xerography)  that's  21  years  old. 


Offer  copiers  that  do  more  than  just  copy. 
Such  as  copiers  that  collate,  staple,  and 
even  keep  an  eye  on  themselves  to  help  keep 
operating  troubles  to  a  minimum. 


3 Develop  a  vast  research  capability  so  you 
can  come  out  with  more  innovations 
than  anyone  else.  Innovations  such  as 
9  the  first  copier  that  automatically  copies 
on  both  sides  of  a  piece  of  paper,  the  first  one  that 
reduces,  etc. 


Offer  the  largest  selection  of  copiers 
and  duplicators.  The  total  so  far  is  21 
(and  growing).  Because  the  larger  your 
'  selection,  the  better  you'll  be  able  to 
give  people  exactly  what  they  need. 


Besides  offering  more  copiers,  off 
more  different  ways  to  pay  for  th 
We  have  the  most  flexible  frnancij 
I  arrangements  in  the  business 
more  different  ways  to  buy  or  lease  our 
copiers  than  we  even  have  copiers. 


an< 


£ROX®     ,i  trademark  of  XEROX  (  ORI'ORATION 


*r  companies 
vith  Xerox. 


6 Build  the  largest  training  facility  in  the 
business— a  multi-million  dollar  facility 
in,  say,  Leesburg,  Virginia.  Then  train 
©  and  re- train  your  people  continuously. 
Because  one  of  the  best  ways  to  keep  your  customers 
happy  is  to  take  better  care  of  them. 


7. 


Put  together  the  largest  service  force  in 
the  business— over  13,000  people. 
Because  the  best  way  to  get  new  customers 
is  to  keep  your  current  ones  happy. 


{Maintain  a  larger  parts  inventory  and  a 
larger  parts  distribution  system  than 
anyone  else.  Because  another  good  way 
9  to  keep  your  customers  happy  is  to  take 
^r  care  of  their  copiers. 


Of  course,  the  above  is  just  a  partial  listing.  You  could  do  everything  on  our  list 
and  still  not  catch  up  with  Xerox. 


But  it's  a  start. 


XEROX 


Unlike  Fayez  Sarofim,  Robert  Gintel  is  sitting 
on  a  lot  of  cash  and  is  prepared  to  continue 
to  sit  a  while  longer  He  explains  why. 

"We've  got 
real  problems 
in  this  country" 


By  John  Merwin 


It's  1,500  miles  from  Fayez  Saro- 
fim's  watchpost  in  Houston  to  Rob- 
ert Gintel's  money  management 
firm  in  Greenwich,  Conn.  Both  these 
savvy  money  managers  are  looking  at 
the  same  facts,  the  same  figures  and  the 
same  country.  They've  even  had  some  of 
the  same  training,  having  been 
classmates  at  the  Harvard  Busi- 
ness School,  class  of  1951.  But 
they  are  coming  to  opposite 
conclusions.  If  to  Sarofim  the 
glass  is  still  half-full,  to  Gintel  it 
is  already  half-empty. 

Consider  this:  Men  like  Gin- 
tel don't  normally  sit  with  cash 
or  equivalent.  Stocks  are  the 
game  at  Gintel  &  Co.  And  yet 
right  now  senior  partner  Gintel 
prefers  cash  to  stocks  and  has 
for  some  time.  Last  summer, 
Gintel  sold  half  a  million  shares 
of  Interway  Corp.,  a  container 
leasing  company,  at  $42  a  share. 
He  had  bought  the  Interway 
stock  for  his  clients  seven  years 
earlier  at  $5  to  $10  a  share. 

That's  the  pot  of  gold  at  the  end  of  the 
rainbow  that  should  make  a  traditional 
optimist  like  Gintel,  well  known  for 
sniffing  out  promising  special  situations, 
hunger  for  more.  But  it  didn't.  Gintel 
paid  his  capital  gains  taxes,  then  socked 
away  most  of  the  cash  in  short-term 
investments,  waiting  for  the  dawn  of  a 
better  day. 

Eleven  months  later  Gintel  still  waits. 
Since  last  July's  payday  Gintel  and  his 
staff  have  done  little  significant  buying, 
with  two  notable  exceptions:  discount 
retailer  Zayre  Corp.  and  container  leas- 
ing company  XTRA  Corp.  Gintel's  cli- 
ents own  more  than  5%  of  each  com- 
pany, which  he  views  as  low  P/E  special 
situations.  But  more  than  half  of  the  $52 
million  under  Gintel  &  Co.'s  fee  manage- 
ment lies  in  T  bills  or  money  market 
funds,  an  unusual  stance  for  Gintel,  who 


generally  manages  to  keep  most  of  his 
clients'  money  fully  invested  in  the  stock 
market. 

What's  wrong?  The  Gintel  of  the  Fif- 
ties, Sixties  and  Seventies  was  aggres- 
sive. Since  1975,  Gintel's  three  private 
investment  partnerships  have  appreciat- 
ed impressively,  by  193%,  228%  and 
293%,  respectively.  But  the  Gintel  of 


Gintel  &  Co  Senior  Partner  Robert  Gintel 
Prepared  to  take  the  risk  of  waiting.  

1980  has  lowered  his  sights  and  is  play- 
ing it  safe  instead.  He  has  been  sitting  on 
short-term  investments  covering  more 
than  half  his  assets. 

Sinking  into  an  overstuffed  couch,  the 
deeply  tanned,  52-year-old  Gintel  out- 
lines his  worries.  "We've  got  real  prob- 
lems in  this  country  and  they  won't  go 
away.  The  20%  interest  rates  and 
runaway  inflation  are  an  indication  of 
how  bad  things  are  getting.  In  every  re- 
cession interest  rates  and  inflation  grow 
worse."  Shaking  his  head,  Gintel  contin- 
ues. "Back  during  the  Fifties,  money  was 
cheap  and  inflation  was  low.  Today  the 
volatility  of  the  markets  makes  me  cau- 
tious. I'm  less  optimistic  about  commit- 
ting funds  for  the  long  term." 

His  record  of  moving  in  and  out  of 
undervalued  stocks  is  better  than  most, 
beginning  in  the  Fifties  with  discount 


pioneer  E.J.  Korvette,  through  the  Si>j 
with  McDonnell  Douglas  and  into 
Seventies  with  winners  Church's  P 
Chicken  and  Interway.  Gintel's  reJ 
isn't  spotless,  of  course.  He  bought  a  | 
on  the  New  York  Stock  Exchange  at; 
very  height  of  the  old  bull  market 
1969,  paying  $500,000 — near  to  an 
time  record.  A  few  years  later  he  rode! 
horrendous  secondary-stock  bear  maj 
down  during  1972-73,  after  individl 
and  institutions  abandoned  his  seq 
tier  stocks.  Overall,  though,  his  firm 
an  exceptionally  good  record. 

"Wall  Street  has  voted  on  the  Id 
term  health  of  the  U.S.  by  the  downvi 
reevaluation  of  securities,"  Gintel 
plains.  "Look  at  the  'growth'  stocks, 
3M  and  Eastman  Kodak.  They  usee 
sell  for  twice  their  current  prices,  a 
though  today  3M  and  Kodak  are  mak 
far  more  money  than  they  did  bact 
1973." 

Most  of  Gintel's  long-term  worries 
typical  Wall  Street  complaints — the 
tional  debt  is  too  large  and  58%  of 
budget  covers  transfer  payments,  sucl 
social  security  and  welfare,  which  ar 
productive  uses  of  money.  Moreo 
government  is  too  large  and  is  Strang] 
business,  he  says.  "We're  li\i 
with  a  mentality  that  enc<] 
ages  consumption  and  disco 
ages  savings,"  Gintel  adds,  " 
that's  a  poor  atmosphere 
long-term  investing." 

Gintel  laments  the  rise  of 
"speculative  investor"  at  the; 
pense  of  the  long-term  pla 
"The  truth  is,  many  invesl 
who  have  been  playing  the  h 
and-hold  strategy  don't  h 
much  to  show  for  it  during 
last  ten  years,"  he  expla 
"They've  been  unable  to  fj 
many  good  long-term  inv 
ments,  so  they've  stampe 
into  highly  speculative  on 
like  gambling  or  precious  mej 

  stocks." 

What  seems  to  be  worrying  Ginti 
that  this  recession  might  turn  out  tc 
worse  than  other  post- World  War  II 
cessions.  Or  that  it  might  be  followed 
a  kind  of  inflation  worse  than  anythi 
we  have  yet  experienced.  Gintel  doe 
necessarily  think  we  are  heading  foi 
saster,  but  he  is  less  confident  than  Fa 
Sarofim  that  the  country  and  the  soci 
remain  basically  sound.  "If  conservati 
gain  a  foothold  in  Congress  or  the  Wr 
House  this  fall,  that's  likely  to  help 
market,"  Gintel  adds. 

Gintel,  in  short,  wants  some  reass 
ance  before  he'll  move.  "By  summei 
maybe  fall,  we'll  see  how  bad  this  rec 
sion  is  going  to  be,"  he  says.  "We 
waiting  for  a  better  buying  opportunit 
know  there's  a  risk  in  waiting — we  in 
be  stampeded  into  a  bull  market — 1 
I'm  prepared  to  take  it."  ■ 
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FORBES,  IUNE  9,  ll 


nvent  a  way  to 

live  a  sick  computer 

i  brain  scan. 


Gould  did  it, 
electronically. 

Today's  computers  have  intricate 
nervous  systems  and  well- 
developed  brains.  Two  good 
reasons  why  they  often  need 
neurological  help. 

But  how  can  you  possibly 
diagnose  a  computer's  ills  when  all 
its  many  complexities  are  molded 
into  integrated  circuits? 

Gould  solved  the  problem  with  a 
little  electronic  magic  of  its  own. 
For  Gould's  commitment  to  R&D 
has  resulted  in  a  versatile  line 
of  Logic  Analyzers  that  check 
to  make  sure  a  computer  is 
thinking  correctly — providing  in- 
stantaneous visual  and  numerical 
indications  of  the  condition  of  its 
sophisticated  circuitry. 

In  the  decade  of  the  70s, 
electronic  solutions  like  this  have 
helped  increase  our  average 
annual  net  earnings  by  22.1%, 
earnings  per  share  1 1 .5%,  and 
sales  by  19.5%. 

And  when  you  consider  the 
number  of  problems  still  waiting 
for  technology  to  answer,  you  can 
see  that  our  future  looks  even 
more  rewarding  than  our  past. 
Gould  Inc.,  Dept.  QF,  10  Gould 
Center,  Rolling  Meadows,  IL  60008. 


■>  GOULD 


An  Electrical /Electronics  Company 


THE 

MANUFACTURERS 

HANOVER 
TOTAL  BANKING 
COMMITMENT: 


IT'S  WORKING  IN 
CORPORATE 
HEADQUARTERS... 


. .  .from  the  office  of  the  treasurer  to  the  loading 
platform. .  .for  medium-size  companies  and  local 
businesses  as  well.  It  represents  the  complex 
commitment  Manufacturers  Hanover  has  made  to 
create  banking  relationships  of  the  highest 
standards— in  lending  and  operations. 

In  cash  management,  for  example, 
Manufacturers  Hanover  has  developed  a  flexible 
phased  approach  that  accommodates  the 
customer's  total  requirements— from  simple 
lockbox  plans  to  ultra-sophisticated  computer- 
to-computer  links.  TRANSEMD,SMour  fully 
automated  global  communications  network, 
not  only  provides  transaction  and  cash 
position  information,  but  also  allows  corporate 
treasurers  to  initiate  a  wide  range  of  financial 
transactions  worldwide. 

In  other  operations  areas,  our  stock  transfer 
and  registration  system  provides  unparalleled 
accuracy  in  serving  more  than  three-and-one-half 
million  shareholder  accounts. 

Credit.  Operations.  And  the  integration  of 
both  to  create  a  total  financial  relationship  of 
the  highest  standards— anywhere  in  the  world. 
Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  source.Woridwide. 

Member  FDIC 


so 


and  use  every  inch  of  paper  you  buy. 


Piggybacking  is  how  Fort  Howard's 
Commander  I  ■  cabinet  can  help 
reduce  your  maintenance  costs.  You 
can  save  two  ways. 

Commander  I 
helps  reduce  paper 
waste.  It  has  room 
for  a  full  roll  plus 
the  "stub  roll,"  the 
leftover  roll  your 
maintenance  crew 


may  be  removing  and  throwing 
away.  When  the  stub  roll  runs  out, 
the  Commander  I  begins  dispensing 
the  new  roll.  Automatically. 

Commander  I  helps  save  mainte- 
nance time,  too.  When  you  fill  the 
Commander  I  with  our  850-foot  No- 
RivU  roll,  you  have  the  longest  roll 
towel  in  the  business.  That  means 
fewer  refills.  And  less  chance  of 
running  out. 


See  how  you 
can  stretch  your 
maintenance  dol- 
lar. Call  the  Fort. 
Dial  (312)  T-H-E-F-O-R-T.  And 
start  using  every  inch  of  paper 
you  buy. 


Fort  Howard  Paper 


Green  Bay.  Wisconsin  54305 


the  Fort 


Call  the  Fort  is  a  service  mark  of  Port  Howard  Pacmr 


Dial  (312)  T-H-E-F-O-RT 


lev  new  IRS  proposals,  some  businessmen  could  discover  that  they 
?  to  pay  taxes  on  what  they  thought  were  interest  payments. 


Of  debt 
and  taxes 


Numbers  Game 


WAS    JUST    LAST    JANUARY  when 

sident  Carter  spoke  at  a  Small 
iiness  Association  conference: 
gathering  fulfills  an  ambition  of 
proclaimed  Carter,  his  voice 
g  with  love  for  the  entrepreneur- 
it,  "to  have  the  voice  of  small 
is  heard  loud  and  clear  in  Wash- 
"  Cheers  from  the  audience, 
rently  that  voice  of  small  busi- 
as  reduced  to  a  whisper  as  it 
i  the  White  House  and  ap- 
:d  the  Treasury  Building.  The  IRS 
t  come  up  with  a  set  of  proposed 
ions  that  may  prove  disastrous  for 
mall  firms  already  in  existence — 
rpedo  even  more  of  those  just 
;  up.  The  proposals  involve  cer- 
nds  of  bonds,  notes  and  deben- 
lat  businessmen  had,  in  the  past, 
upon  as  debt  instruments.  Hence- 
he  bureaucrats  have  ruled,  these 
equity,  not  debt. 

s  a  vital  distinction,  of  course, 
ampanies  can  deduct  interest  on 
)m  income  for  tax  purposes — but 
idends  on  equity.  So,  it  is  obvious 
isinessmen  want  finance  instru- 
to  be  considered  debt — and  the 
its  them  to  be  equity, 
oiks  at  the  IRS  have  taken  a  long 
come  up  with  these  regulations, 
years.  Under  the  Tax  Reform  Act 
,  the  taxmen  were  authorized  by 
ss  to  come  up  with  a  clear  line  of 
ation  between  debt  and  equity. 
:he  world  waited  for  the  taxmen 
:heir  duty,  confusion  abounded. 
)bert  Willens,  a  manager  at  Peat, 
:k,  Mitchell,  &  Co.,  "This  is  prob- 
e  most  litigated  area  of  corporate 
.  All  we  have  to  go  on  now  is  case 
id  that's  very  confusing." 
:  now,  few  businessmen  have 
ard  of  the  new  regulations.  Fewer 
derstand  them.  Tax  accountants 
Big  Eight  accounting  firms  gener- 


ally agree  that  these  are  among  the  most 
complicated  rulings  to  come  out  of  the 
IRS  in  a  long  time — and  that's  saying 
something.  But  cut  through  the  complex- 
ities and  one  thing  becomes  clear:  Even 
the  authors  of  the  rulings  weren't  aware 
of  the  huge  problems  the  regs  will  bring 
to  small  corporations. 

The  element  of  the  regulations  that 
will  probably  be  most  troublesome  could 
be  called  the  "hands-off"  provision.  It 
deals  with  the  situation  in  which  some- 
one— an  individual,  or  for  that  matter  a 
venture  capital  firm — loans  a  company  a 
substantial  sum  of  money  and  also  owns 
more  than  5%  of  the  firm's  stock.  Since 
many  companies  give  a  major  lender  a 
hunk  of  stock  as  a  so-called  equity  kick- 
er, this  is  a  common  situation. 

Here's  what  will  happen  under  the 
new  regs.  Let's  say  Phil  Jones  has  loaned 
United  Clamp  $1  million  at  12%  and 
Clamp  has  given  Jones  an  equity  kicker 
of  5%  of  the  firm's  stock.  So  every 
month,  regular  as  clockwork,  Clamp 
sends  Jones  an  interest  payment  of 
$10,000.  And  at  the  end  of  three  years, 
Clamp  is  due  to  pay  Jones  back  the  $1 
million  principal. 

But  the  clamp  market  contracts  and 
United  Clamp  runs  into  hard  times.  It's 
going  to  have  troubles  meeting  the 
monthly  payments.  In  the  past,  Jones 
could  simply  allow  Clamp  to  miss  a  cou- 
ple of  payments. 

Under  the  new  regulations,  however,  if 
Jones  lets  Clamp  change  any  of  the  terms 
of  the  note — in  a  way  he  wouldn't  have 
allowed  if  he  weren't  an  interested  share- 
holder— then  all  that  debt  is  magically 
transformed  into  equity.  Clamp  can  no 
longer  deduct  those  monthly  payments 
of  $10,000.  Pretty  painful.  But  the  shift 
could  cause  even  bigger  trouble  than 
you'd  think.  Why  so?  Because  when 
United  Clamp  recovers  and  tries  to  pay 
off  the  principal,  the  IRS  will  claim  that 


the  $  1  million  is  a  kind  of  huge  dividend 
and  will  tax  the  lender,  too. 

Explained  a  Treasury  official,  "We're 
looking  for  an  arm's-length  relationship 
with  principal  shareholders.  We're  not 
sure  that  exists  in  many  cases."  Transla- 
tion: If  you're  a  creditor,  you're  a  credi- 
tor. If  you  behave  like  a  shareholder, 
you'll  be  taxed  like  one.  That's  the  bu- 
reaucratic view.  Business  people  and  ac- 
countants see  it  differently. 

"It's  really  a  double  whammy,"  com- 
plains Leon  Nad,  a  partner  with  Price 
Waterhouse  &.  Co.  "It  hits  in  both  the 
disallowance  of  interest  for  the  company 
and  the  repayment  of  the  principal  as  a 
dividend  for  the  lender." 

Maybe  it's  really  a  triple  whammy. 
Says  William  Comfort,  chairman  of  Citi- 
corp Venture  Capital,  which  provides 
funds  for  a  number  of  small  firms:  "This 
is  really  putting  the  burden  on  these 
companies  just  at  the  time  when  they 
can  least  afford  it."  That's  certainly  true. 
It  won't  hit  when  a  company  is  doing 
well.  But  when  things  start  to  turn  sour 
and  a  helping  hand  is  needed,  the  firm 
will  get  a  fist  in  the  face  instead. 

As  if  the  hands-off  aspects  of  the  regu- 
lations aren't  painful  enough,  the  rules 
will  also  inhibit  companies  from  borrow- 
ing heavily  to  get  going  in  the  first  place. 
If  a  company  finds  itself — on  purpose  or 
by  accident — with  a  debt-to-equity  ratio 
of  10-to-l  or  higher,  then  the  IRS  counts 
all  that  debt  as  equity.  Again,  the  inter- 
est payments  and  principal  are  turned 
into  dividends  and  taxed  as  such. 

Try  to  raise  money  under  those  rules. 
Just  try!  It  might  seem  like  so  much  debt 
would  be  a  rarity,  but  that's  not  the  case. 
A  number  of  fledgling  firms  are  forced  to 
operate  almost  entirely  on  a  good  idea 
and  a  lot  of  debt.  Leveraged  buyouts  of- 
ten start  with  that  much  debt,  on  the 
assumption  that  much  of  it  can  be  erased 
fairly  soon  by  a  reliably  high  cash  flow. 
Says  Robert  Purcell,  vice  president  of 
corporate  planning  for  Walter  E.  Heller 
International  Corp.,  one  of  the  nation's 
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largest  financiers  of  small  business: 
"We're  often  involved  in  a  transaction  in 
which  a  large  company  might  be  selling  a 
division  or  something  to  an  employee  or 
to  a  group  of  people.  In  that  sort  of  trans- 
action, the  debt-to-equity  ratio  is  often 
larger  than  10-to-l." 

The  new  ruling  could  bring  such  lever- 
aged buyouts  to  a  grinding  halt. 

The  Treasury's  logic  in  the  10-to-l  rule 
is  that,  when  a  company  is  operating 
with  that  much  debt,  there  is  no  distinc- 
tion between  debt  and  equity.  Peat,  Mar- 
wick's  Willens  explains  the  Treasury's 
reasoning:  "Equity  is  supposed  to  be  the 
money  that  is  at  risk  in  a  venture.  Well, 
Treasury  felt  that  if  a  firm  has  that  much 
debt,  then  all  of  the  capital — including 
the  debt — is  at  risk.  So,  it  should  all  be 
considered  equity,  in  their  view." 

Perhaps  the  biggest  problem  with  the 
rules  may  not  be  in  any  single  provision, 
but  in  their  overall  complexity.  Says  Nor- 


man Siegel,  a  partner  with  Arthur  Ander- 
sen &  Co.,  "A  company  could  issue  what 
it  believes  to  be  a  debt  instrument  and 
then,  at  the  end  of  the  year  in  which  it  is 
issued,  discover  to  its  dismay  that,  be- 
cause of  the  way  the  firm  is  capitalized, 
what  it  thought  was  debt  is  actually  a 


"A  company  could  issue  what 
it  believes  to  be  a  debt  instru- 
ment and  then,  at  the  end  of 
the  year  in  which  it  is  issued, 
discover  to  its  dismay  that 
what  it  thought  was  debt  is 
actually  a  class  of  stock." 


class  of  stock.  The  more  I  go  into  these 
regulations,  the  more  confused  I  become. 
An  accountant  who  is  not  a  specialist  in 
taxes  could  get  utterly  caught  by  surprise 
by  these  regulations  if  they  go  into  full 
force  and  effect." 

Naturally,  the  rules  do  contain  some 
helpful  provisions,  like  a  safe  harbor,  un- 


der which  a  firm  can  be  sure  that 
will  stay  debt.  That  safe  harbor  d 
when  a  company  has  a  debt-to-el 
ratio  of  1-to-l  or  better  and  has  born 
the  money  at  a  "reasonable"  rate  < 
terest.  What's  reasonable"  For  one  t 
the  maximum  reasonable  rate  is  i 
preted  as  the  prime  rate.  That's  anc 
probably  unintended,  slap  in  the  fan 
small  businessmen  who  need  to  h 
heavily — and  can't  get  the  prime 
their  financial  condition. 

These  regulations  have  not  yet 
into  effect.  The  period  for  commei 
runs  through  lune  23,  and  there  wil 
lot  of  discussion  before  the  proposal 
passed.  But  the  IRS  will  doubtless  g 
way  on  most  of  the  regulations. 

Says  Price  Waterhouse's  Nad,  "I  r 
think  Congress  just  intended  to  get 
certainty  in  this  area,  and  Treasury 
the  opportunity  to  tighten  things 
think  they've  overkilled."  Isn't  that 
cal?  Isn't  that  what  usually  happens  v 
Congress  leaves  too  mucb  leeway  to 
bureaucracy  1— Richard  Greene 


It  takes  a  sensational  bull  market  to  make  most  warrants  wot 
much.  But  hope  springs  eternal  and  many  warrants  trade  heavily. 


Stock  warrants — 
a  way  to  get  leverage 


Statistical  Spotlight 


No  one  would  want  to  exercise 
an  American  Airlines  warrant, 
unless  the  company's  stock  were 
to  double  from  its  recent  price  of  around 
8.  So  why  bother  with  the  warrant:  If  you 
think  AA  is  cheap  why  not  just  buy  the 
stock?  The  warrant  is  attractive  chiefly 
to  those  who  think  AA  is  so  cheap  that 
the  stock  could  not  only  double  but  treble 
or  quadruple  between  now  and  when  the 
warrant  expires  on  Apr.  1,  1984. 

A  warrant  is  a  certificate  giving  the 
holder  the  right  to  buy  from  the  com- 
pany a  share  of  the  company's  stock  at  a 
fixed  price.  There's  lots  of  leverage  in 
warrants.  An  American  Airlines  warrant 
currently  fetches  around  S3.  It  gives  the 
holder  the  right  to  buy  the  stock  at  $14  a 
share.  Nobody  would  want  to  exercise 


the  warrant  with  the  stock  selling  at  the 
current  price.  But  suppose  AA  rose  to 
$26  a  share — which  is,  after  all,  its  ap- 
proximate book  value.  At  that  price  you 
could  sell  the  warrant,  exercisable  at  SI 4, 
for  at  least  $12.  Your  investment  of  $3  is 
now  worth  $12.  You  would  have  quadru- 
pled your  money.  So  that's  the  appeal. 
It's  like  betting  on  a  long  shot  at  the 
races:  A  small  commitment  gets  you  a 
chance  at  big  winnings. 

Hard  times  often  bring  warrants  to  the 
fore.  A  company  having  trouble  selling 
debt  may  attach  warrants  to  the  bonds  as 
a  sweetener.  Chrysler  and  First  Pennsyl- 
vania, both  of  which  already  have  war- 
rants outstanding,  may  soon  have  other 
huge  issues  as  a  consequence  of  their 
massive  refinancing. 


The  advantage  of  warrants  over, 
call  options  is  that  warrants  usually  1 
a  much  longer  life  than  call  opti 
Some  warrants  are  perpetual. 

If  you  play  the  warrant  game,  be 
pared  for  volatility.  Greyhound  stock 
gained  12%  this  year,  but  its  warn 
came  close  to  doubling.  It  can  work 
other  way,  too.  Emhart  stock  is  do 
15%,  but  its  warrants  are  down  clost 
40%.  The  point  is:  Whichever  way 
stock  moves,  the  warrant  is  likcl> 
move  in  the  same  direction,  but  mi 
faster.  Thanks  to  the  bear  market,  m( 
warrants  now  sell  for  S10  and  urn 
Hope — or  despair — is  the  name  of  ' 
particular  game.  The  goal  is  to  buy  v 
rants  when  most  of  the  hope  has  b 
squeezed  out  of  their  price. 

Warrants  nearly  always  sell  at  a  pre! 
um  over  their  exercise  value.  People 
the  premium  to  get  the  leverage,  bu 
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"ANYONE  WHO'S  THINKING 
W  SPENDING  24.000  FOR  A 
.UXURYCAR  SHOULD  TALK  TO 
\  PSYCHIATRIST." 


John  Boston,  a  Texas  psychiatrist,  owns  a  73  Volvo. 

He  bought  that  Volvo  because,  as  he  puts  it:  "I  had 
nired  what  Volvo  had  done  in  the  area  of  safety.  The 

seemed  well-built.  It  offered  solid  European 
ftsmanship  without  the  inflated  price." 

We  wanted  Dr.  Boston's  opinion  of  the  new  Volvo 
,E,  which  has  a  full  assortment  of  luxury  features  as 
ndard  equipment— and  a  price  tag  thousands  of  dol- 
>  below  that  of  the  well-known  German  luxury  sedan: 

"It's  an  excellent  value.  In  my  opinion,  the  individual 
zing  this  car  would  have  a  strong,  unsuppressed  need 


—  Dr.  John  Boston,  psychiatrist 
and  Volvo  owner,  Austin,  Texas 


to  get  his  or  her  money's  worth.  He  or  she  would  prob- 
ably also  have  a  strong  enough  self-image  not  to  need  a 
blatant  status  symbol." 

When  we  told  him  that  some  people  were  actually 
paying  five  to  ten  thousand  dollars  more  for  a  luxury 
car,  Dr.  Boston's  response  was  characteristically  succinct. 

"That's  not  using  your  head." 

Finally,  we  asked  Dr.  Boston  if,  when  he  was  ready 
for  a  new  car,  he'd  consider  the  Volvo  GLE  for  himseif. 

"I'd  be  crazy  if  I  didn't."  VOLVO 

A  car  you  can  believe  in. 


jLE  model  shown  suggested  retail  price  $1.1.. VO.  P.O.E.,  taxes,  dealer  preparation,  delivery  charges  and  Lunula  Send   additional,  t 


the  expiration  date  nears,  the  premium 
shrinks;  time  is  running  out  on  it.  No- 
body ever  said  warrants  were  riskless. 

Many  warrants  now  outstanding 
aren't  good  for  much  but  wallpaper.  Wal- 
ter Kidde  is  a  good  company  but  the 
chances  are  very  slight  that  its  stoek  will 
hit  the  exercise  priee  of  90 — it  is  current- 
ly 44 — before  the  warrant  expires  less 
than  a  year  from  now.  So  the  warrants 


sell  for  just  75  cents  apiece.  Fuqua  Indus- 
tries' 1980  warrants  are  even  cheaper: 
12'/2  cents  each.  Not  many  people  think 
that  this  $14  stock  will  go  past  55  before 
the  warrants  expire  at  the  end  of  this 
year.  Bangor  Punta's  look  helpless,  too. 

Warrants  with  distant  expiration  dates 
should  not  be  used  for  interior  decorating 
because  they  do  retain  value.  For  exam- 
ple, TWA  1986  warrants  are  exercisable 


at  a  price  of  31  and  the  stock  s<3 
about  13.  Braniff  International  is  es 
able  at  $22.96  per  share;  the  stock 
Since  the  expiration  date  on  both 
is  still  well  into  the  future,  the  wai 
retain  considerable  value  (see 
Who's  to  say  that  TWA  won't  sell  a 
30  sometime  between  now  and  the 
1986:  A  long  shot  is,  after  all,  d 
shot.— Robert!  Flaherty  and  Steve  Kichen 


The  stuff  of  dreams . . .  and  nightmares 


Below,  a  list  of  50  warrants  varying  widely  in  their  quality  and  prospects. 


Common 
Expiration   shares  per 


Exercise 
price 
of 


Recent 
price 
of 


Recent 
price  of 


Required 

stock 
appreci- 


Change  since 
year-end 


Warrants 
outstand- 


Warrant 

as  %  of 
commoi 


Company 

date 

warrant 

warrant 

warrant 

common 

.incur 

stock 

warrant 

ing  (000) 

outstandi 

Alleghany  Corp 

perpetual 

1.00 

$  3.75 

16 

19% 

2% 

-27% 

-32% 

100 

1% 

American  Airlines 

4/1/84 

1.00 

14.00 

3 

8% 
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-15 

-20 

5,000 

17 

American  Broadcasting 

1/Z/8Z 

i  cm 

~\  A  MM 

24. UU 

1  6  '/2 

26  74 

1 

o  i 
—31 
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3 

American  financial 
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Zo 
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Applied  Solar  Energy 
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T  3/ 
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/4 

4o 

on 

yu 

7  7n 
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61 

Atlas  Corp 

perpetual 

1.00 

31.25' 

47/« 

12% 

183 

-14 

8 

1,005 

34 

Bangor  Punta 

3/31/81 

1.06 

55.00 

"/l6 

19'/4 

173 

-24 

-45 

1,943 

41 

Bio- Response 

lUI  io/c>4 

1  .UU 

A  MM 
4.UU 

1  s/ 

1  5/ 
2/8 

i  m 
1 U2 

U 

r 
—3 

1  ")MM 

1 ,2UU 

22 

Braniff  International 

2/  l/oo 

1  io 
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7  3  MM1 

C7/ 
DYS 

7 
I 

T  CLA 
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Caesars  NJ 
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O 
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0 
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1    1  MM 
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7 
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Capital  Energy 

12/24/84 

1.00 

1.50 

2Ve 

3'/4 

12 

4 

6 

1,120 

19 

Charter  Co 

9/1/88 

1.00 

10.00' 

15s/h 

22V8 

13 

-36 

^6 

3,750 

19 

Chrysler 

£.1  1  C!Q  C 
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i  nn 
1 .00 

1  7  MM 

13. UU 

7  i  / 

3 72 

6  74 
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0 

1  7 

17 
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7 

Commonwealth  Ed  A 

perpetual 
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1  .UU 
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oU.UU 
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7 
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o 
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Compact  Video  Systems 

1 2/4/8 1 

1.00 

8.25 

6% 

13% 

9 

41 

54 

650 

33 

Compucorp 

9/30/83 

1.00 

2.00' 

1 

2'/s 

41 

-35 

-27 
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32 

Dialysis  Corp  of  America 
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Eastern  Air  Lines 
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9 

Emhart 

7/24/82 

1.51 

39.00' 

9 

1  /"  7/ 

Z6/8 

18 

—15 

-38 

lib 

2 

Fed-Mart 

8/28/81 

1.00 

14.00 

,3/l6 

9 

65 

-33 

NA 

1,638 

28 

Financial  Corp  of  America 

11/1/83 

1.74 

17.00 

8% 

11% 

31 

-23 

^1 

38 

1 J 

First  Pennsylvania 

5/8/83 
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Frontier  Airlines 
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5 

Fuqua 

12/31/80 

1.00 

55.00 

Va 

14'/4 

287 

-23 

-80 

281 

2 

GDV  (City  Investing) 

7/15/83 

1.02 

27.70 

VA 

9'/4 

210 

-21 

-25 

2,040 

13 

GEICO  (Govt  Employees) 

8/1/83 

2.08 

24.00 

3% 

10% 

24 

-1 1 

—19 

649 

3 

Ciolurield  Corp 

12/31/84 

1.00 

1.12 

1  '4 

2% 

12 

89 

NA 

4,825 

28 

BF  Goodrich 

8/15/81 

1.00 

30.00 

l'/s 

18'/8 

72 

—4 

29 

1,500 

9 

Greyhound 

5/15/84 

1.00 

30.00 

l7/8 

16 '4 

96 

12 

15 

1,167 

3 

Greyhound 

5/14/83 

1.00 

23.50 

3'/s 

16'/4 

64 

12 

92 

6,141 

14 

Horn  &.  Hardart 

11/23/81 

1.00 

6.00 

15 'A 

20  Va 

5 

-24 

-15 

404 

13 

Instrument  Systems 

5/28/8 1 

1.02 

40.00 

Vl6 

% 

NM 

-7 

0 

833 

3 

Walter  Kidde 

4/29/8 1 

1.00 

90.00 

% 

44 

106 

-2 

-45 

200 

2 

Loews 

12/29/80 

1.00 

40.00' 

37'/4 

65% 

18 

11 

11 

6,277 

53 

Mattel 

4/5/86 

1.00 

4.00 

4% 

7'/s 

19 

-7 

—5 

4,939 

31 

MCI  Communications 

11/17/80 

1.00 

2.50 

3'3/.6 

6 

5 

-4 

-2 

2,945 

9 

Modern  Merchandising 

6/1/82 

1.00 

4.20 

5 

8% 

7 

-37 

-50 

417 

5 

Patrick  Petroleum 

4/9/8 1 

1.00 

20.00 

4'/2 

16 

53 

NA 

NA 

1,500 

19 

Rapid- American 

5/15/94 

1.00 

35.00' 

4'/4 

18S/8 

111 

-14 

0 

5,43 1 

107 

Rapid- American  (McCrory) 

3/15/81 

0.50 

22.50 

S/l6 

18% 

145 

-14 

-38 

472 

9 

Reliance  Group 

7/1/87 

1.00 

15.86' 

50'/2 

64 '/s 

2 

9 

11 

599 

9 

Resorts  International 

8/1/84 

1.00 

53.00 

95/8 

32  Vz 

93 

4 

-35 

750 

6 

Textron 

5/1/84 

1.00 

11.25 

22% 

1 

-14 

-22 

75 

NS 

Tomlinson  Oil 

3/6/82 

1.10 

7.25 

10  Va 

15'/4 

4 

-8 

-10 

750 

32 

Total  Petroleum 

12/31/80 

1.00 

10.00' 

13'/2 

21% 

8 

-12 

-18 

1,631 

11 

Trans  World  Corp 

5/3/82 

1.00 

10.00 

6 

12% 

24 

-22 

-25 

742 

5 

Trans  World  Corp 

10/1/86 

1.00 

31.00' 

4% 

12% 

174 

-22 

-31 

2,790 

17 

US  Air 

4/1/87 

1.04 

18.00' 

3% 

7% 

166 

13 

20 

477 

4 

'Company  allows  the  exchange  of  certain  corporate  bonds  usually  at  face  amount  when  exercising  warrants  :Required  sti>ck  appreciation:  The  percentage  gain  necessary  1 
the  common  stock  price  to  equal  the  sum  of  the  exercise  price  and  the  present  market  price  of  the  warrant  NS:  Not  significant  (less  than  1%).  NA:  Not  available.  NM:  N 
meaningful 

Sources:  KV  Convertible  Fact  hinder.  Value  line  Options  unci  Convertibles;  FORM* 
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A  bright  future  is: 
being  in  an  industry 
no  other  industry 
can  do  without. 


Today,  it  is  difficult  to  imagine  a  business  in 
any  major  industry  being  managed  efficiently, 
or  even  producing  its  products,  without  some 
reliance  on  electronic  information  processing 
equipment. 

That's  why  the  information  processing  in- 
dustry is  growing  so  fast. 

And  MAI,  as  a  major  multinational  manu- 
facturer, marketer  and  servicer  of  Basic  Four® 
business  computer  systems,  is  well  positioned 
to  participate  fully  in  this  industry's  growth. 

For  several  reasons: 

By  supplying  useful  information  faster,  and 
often  at  lower  cost,  MAI's  products  and  ser- 
vices help  businesses  manage  their  operations 
more  efficiently.  An  important  advantage,  par- 


Revenue  Growth 

(In  millions) 


155.3 


ticularly  in  a  time  of  recession. 

Our  increasing  investment  in  research  and 
development  keeps  our  products  technological- 
ly and  cost  competitive. 

Our  products'  acceptance  in  rapidly  expand- 
ing worldwide  markets,  combined  with  our  fi- 
nancial and  management  capabilities,  are  re- 
flected in  our  revenue  growth  over  the  past 
five  years. 

And  our  capital  expenditures,  which  have  in- 
creased substantially  over  the  same  period,  will 
continue  to  increase  in  1980.  An  expression  of 
our  confidence  in  a  bright  future. 

To  learn  more  about  MAI  write  for  our 
Annual  Report  to:  Management  Assistance  Inc., 
300  East  44th  Street,  New  York  NY  10017. 
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It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


Since  March  the  Fed  discouraged  banks  from 
making  acquisitions  loans.  But  in  view  of 
company  problems  in  digesting  the  ones 
they've  already  made,  the  Fed  need  not  worry. 


Buyers  beware! 


By  Michael  Kolbenschlag 

In  the  good  old  days  before  Paul 
Volcker,  Jimmy  Carter  and  a  16%- 
to-20%  prime  rate,  a  corporation 
making  a  large  leveraged  buyout  could 
count  on  swallowing  that  buyout  ex- 
pense in  a  few  months  with  scarcely  a 
hiccup.  But  today  corporations  that  re- 
cently made  big  cash  acquisitions  face  a 
real  test  of  financial  ingenuity. 

Take  Santa  Fe  International  in  Orange, 
Calif.  In  January  Santa  Fe,  a  biggie  in  oil 
well  drilling  (1979  revenues,  $535  mil- 
lion), took  on  a  $270  million  two-year 
bank  loan  at  105%  of  prime  to  finance 
the  purchase  of  California  engineering 
and  construction  firm  C.F.  Braun  &  Co. 
When  the  deal  was  set  last  November,  it 
looked  like  a  standard  "bridge  loan"  that 
Santa  Fe  guessed  would  be  tied  to  a  12%- 
to-15%  prime  until  it  could  be  replaced 
with  long-term  financing. 

But  with  the  prime  at  18%  to  20%,  the 
Braun  bridge  loan  became  an  absorbing 
problem  for  David  F.  West,  Santa  Fe's  54- 
year-old  senior  vice  president  of  finance. 
At  a  20%  prime,  the  loan  cost  Santa  Fe 
an  eye-popping  $4.5  million  per  month 
in  interest  in  March,  versus  Braun's  1979 
pretax  earnings  of  only  $2.5  million  a 
month.  Now  the  bleeding  is  less  by  may- 
be $1  million  or  so  a  month,  but  it  is  still 
serious. 

West,  however,  views  the  problem 
with  remarkable  calm:  "In  all  honesty 
we  didn't  expect  a  20%  prime  rate  peak. 
"It  caught  us  by  surprise.  But  I'm  not 
uncomfortable.  We're  diversified  world- 
wide, so  our  business  won't  be  hit  that 
hard  by  a  U.S.  recession." 

West  may  not  be  uncomfortable,  but 
he  must  be  squirming  as  he  watches 
those  interest  charges  impact  Santa  Fe's 
profits.  Last  year  Santa  Fe  posted  a  first- 
quarter  71-cent-per-share  loss  when  it 
wrote  off  $17  million  in  termination 
charges  for  its  drilling  business  in  Iran. 
This  year  was  supposed  to  be  a  come- 
back with  a  doubling  of  oil  income  to  $80 


million  from  the  company's  16%  share 
of  the  North  Sea's  Thistle  field  and  an 
estimated  $300  million  in  record  drilling 
revenues.  Now,  however,  thanks  to  the 
Braun  loan  and  the  sky-high  prime  rate, 
West's  hope  of  making  up  for  1979  with 
a  banner  year  in  1980  has  been  dashed, 
and  the  company  settled  for  unspectacu- 
lar 61-cents-per-share  earnings  for  the 
first  quarter. 

If  misery  does  indeed  love  company, 
David  West  has  the  fullest  sympathy  of 


ooo*' 


John  R.  Hill  Jr.,  the  57-year-old  chairman 
and  CEO  of  Dallas-based  Gifford-Hill  & 
Co.,  a  diversified  materials  construction 
firm.  In  late  1979  Hill  went  to  his  bank- 
ers for  a  $237  million  loan  to  buy  Am- 
cord  Inc.,  America's  sixth-largest  ce- 
mentmaker  (Forbes,  Oct.  29,  1979).  Did 
Hill  guess  that  the  prime  was  headed  for 
20%?  "You've  got  to  be  kidding,"  he 
jokes  in  a  dusty,  west  Texas  drawl.  "We 
thought  we  were  being  very  conservative 
when  we  guessed  12.5%." 

Hill,  like  West,  is  now  paying  for  the 
error  of  his  interest-rate  guess  to  the  tune 
of  as  much  as  $5  million  in  interest 
charges  per  month.  Those  payments 


have  yielded  a  first-quarter  loss  o] 
million  instead  of  what  should  have 
a  big  gain.  You  can  almost  see  the 
in  his  eyes  as  he  says,  "Our  open 
profit  was  2lh  times  what  it  was  in 
But  that  interest  expense  is  painfull 

Normally,  companies  like  Santa  P 
Gifford-Hill  would  take  their  short 
debt  quickly  to  the  bond  market  for 
term  funding.  But  neither  is  looking 
way  now.  "I  just  don't  see  the  go 
ment  attending  to  the  basic  needs  c 
economy,"  says  West.  "The  basic  d 
will  keep  inflation  high  and  makt 
bond  market  unattractive." 

So  what  do  they  do?  Liquidatic 
assets  is  one  answer.  John  Hill  is 
trying  to  raise  $90  million  to  $100 
lion  by  divesting  several  Amcord  ai 
ties,  including  two  cement  plants  i 
Northeast.  For  West  the  plan  is  t 
tempt  to  raise  $150  million  or  s 
selling  some  large  offshore  constru 
barges  and  perhaps  even  some  o| 
modest  U.S.  oil  (8.5  million  barrels 
gas  (115  billion  cubic  feet)  reserves 
his  company  is  hoarding  as  tightly 
Frenchman  hoards  gold  bars. 

But  the  sale  of  assets — other  thai 
and  gas  reserves — in  a  developing  n 
sion  takes  time.  That's  why,  in  July 
ford-Hill  will  do  what  more  and 
companies  will  be  doing  in  the  mot 
to  come,  and  turn  to  a  big  U.S.  insur 
company  for  a  long-term  loan  of 
million  at  rates  of  11.25%  and  12 
All  the  proceeds  will  go  to  pay  d| 
short-term  debt.  "I  thought  the 
were  highway  robbery  when  we  ne 
ated  them  back  last  year,"  says  Hill 
I  would  have  to  have  been  feeblemiu 
not  to  take  the  precaution.  It's 
fortuitous  that  we  did." 

What's  certain  is  that,  facing  the  i 
est  heat,  both  companies  must  do  sc 
thing  to  reduce  their  short-term 
The  matter  is  particularly  urgent  and 
ficult  for  Santa  Fe,  because  to  secure 
loan  for  the  Braun  deal  it  had  to  o 
waivers  from  its  normal  lenders  t 
ceed  its  agreed  debt  ceiling  of  50 
capital.  Santa  Fe's  debt  is  currently 
of  capital,  making  divestiture  or  an 
ty  offering  the  only  real  alternat 
Lenders  have  given  the  company 
Jan.  31,  1981  to  get  the  debt  back 
within  limits. 

With  tales  like  these,  it's  not  surp 
ing  that  merger  and  acquisition  act 
for  the  first  quarter  of  1980  was  a 
lowest  point  in  ten  years,  down 
from  1979.  That's  not  to  say  that  m 
and  acquisition  activity  is  nonexis 
Says  Carl  Ferenbach,  head  of  corpo 
advisory    services    for  Merrill 
White  Weld  Capital  Markets  Group 
New  York:  "Two  months  ago,  I  thou 
we'd  be  sitting  around  twiddling 
thumbs.  But  inflation  has  remained  h 
stock  prices  are  low,  and  as  more  m 
becomes  available  mergers  and  acq 
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BARCLAYS  BANK  HELPS 
IALLI  CONEY  THREAD  COTTON 
FROM  CALIFORNIA  TO  KOREA. 

Ralli  Brothers  and  Coney,  one  of  the  world's  leading  cotton  merchants, 
exports  to  the  fast-growing  cotton  industry  in  Korea.  Here  cotton  is  made  into 
everything  from  high  fashion  dresses  to  neat,  simple  white  uniforms  for  the 
schoolchildren. 

The  Barclays  Bank  International  group  helps  Ralli  Coney  finance  the 
movement  of  cotton  crops  throughout  the  world.  Barclays  in  California 
provides  finance  for  Ralli  Coney  to  buy  from  Calirornian  farmers.  In  Korea, 
payment  is  made  through  letters  of  credit  handled  by  Barclays  in  Seoul. 

We  have  our  own  people  and  our  own  branches  wherever  they  are  needed  for 
international  trade.  The  Barclays  International  group  is  in  over  75  countries 
spanning  five  continents.  We  are  in  Paris,  Sydney,  Tokyo  and  Dubai.  As  well  as 
in  San  Francisco  and  Seoul. 


We  help  most  of  the  world's  successful  international  companies.  Somewhere 
there  is  a  market  where  we  can  help  you. 


er  90  Barclays  offices  in  North  America. Corporate  enquiries  will  be  welcomed  by: 

e  President, Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York, N.Y.  10017.  Telephone  (212)  687  8030. 
ior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90010.  Tel.  (213)  3851501. 
e  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  941 11.  Telephone  (415)981  8090. 
clays  Canada  Limited,  Suite  3505,  Commerce  Court  West,  Toronto,  Ontario  M5L  lG2. Telephone  (416)  862  059  f. 


tions  will  remain  popular.  We're  as  busy 
as  we've  ever  been." 

But  these  deals  are  not  as  often  being 
done  with  short-term  financing.  Marsh 
&  McLennan  Cos.  is  forging  ahead  in  its 
$550  million-plus  attempt  to  take  over 
London  insurance  broker  C.T.  Bowring 
&  Co.,  but  half  of  that  will  be  for  stock. 
And  Signal  Cos.  of  Beverly  Hills  tried  to 
put  together  a  stock  deal  to  acquire  Am- 
pex  Corp.  of  Redwood  City,  Calif,  for 
$415  million,  but  Signal's  anemic  stock 
price  stymied  it.  Not  long  ago,  Signal 
might  have  been  tempted  to  borrow  the 


The  sun  was  beating  warmly  off 
downtown  Denver's  new  glass- 
and-steel  canyons,  and  up  in  the 
mountains  the  roads  were  getting  soggy 
with  melting  snow,  when  Louisville,  Co- 
lo, 's  Storage  Technology  and  Sunnyvale, 
Calif. 's  Amdahl  Corp.  announced  in  ear- 
ly April  their  plans  to  merge.  Scarcely  a 
week  passed  before  the  enormous  unbro- 
ken sky  over  the  Denver  plateau  turned 
steel  gray  as  a  driving  snow  fell  with 
midwinter  implacability.  In  Storage 
Technology's  sprawling  headquarters  the 
storm  warnings  were  up  as  President  Jes- 
se I.  Aweida  stalked  from  meeting  to 
meeting,  running  30  to  40  minutes  late 
all  day,  talking  to  analysts,  journalists  and 
irate  stockholders.  The  brilliant,  Pales- 
tine-born ex-IBM  program  manager  was 
trying  to  make  a  convincing  case  that  the 
deal  was  fair  to  Storage  Technology 
stockholders.  It  took  some  explaining. 

No  one  was  questioning  the  logic  of 
the  proposed  merger.  What  could  make 
more  sense  than  a  marriage  of  the  two 
leading  satellites  in  IBM's  $23  billion 
universe,  especially  if  it  would  create  a 
complete  computer  systems  company 
with  close  to  $1  billion  in  sales?  Storage 
Technology,  with  $479  million  in  sales 
last  year,  is  the  largest  independent  pro- 
ducer of  tapes  and  one  of  the  largest 
producers  of  disks  and  other  computer 


necessary  money,  but  not  now. 

So,  without  doubt,  the  biggest  cash 
spenders  are  now  foreign  companies.  Di- 
vestiture-minded U.S.  corporate  treasur- 
ers have  created  a  rich  spread  of  opportu- 
nities for  interested  foreign  parties,  who 
have  been  quick  to  respond.  For  example, 
France's  Pernod  Ricard  has  acquired  the 
Liggett  Group's  U.S.  wine  and  spirits 
subsidiary  Austin  Nichols.  Britain's  Sir 
fames  Goldsmith  has  been  angling  for 
Diamond  International  Corp.;  Brascan, 
Ltd.,  the  giant  Canadian  holding  com- 
pany, has  a  kitty  of  up  to  $900  million  it 


V 


Storage  Technology  's  Jesse  I.  Aweida 


The  deal  took  some  explaining. 

storage  equipment — most  of  it  plug-com- 
patible with  IBM  products.  Amdahl,  run 
by  Eugene  R.  White,  did  $300  million  last 
year — off  slightly  from  1978 — and  is 
based  on  large  $1.5  million-plus  central 
processing  units  that  are  also  plug-com- 
patible with  IBM  products  from  main- 
frame to  software.  Both  companies  had 
been  holding  their  own  against  IBM. 
Amdahl's  big  computers  were  capable  of 
processing  information  bits  at  less  cost 
in  an  IBM  system  than  IBM's  own  big 
303X  series.  Storage  Technology  man- 
aged the  same  trick  in  peripheral  equip- 
ment. Its  new  disk-drive  memory,  which 


would  like  to  spend  on  U.S.  acquis 
and  the  Swiss  conglomerate  Sandc 
recently  tried  unsuccessfully  to  tal 
the  Baltimore  spicemaker  McO 
&  Co.  Foreign  buyers  promise  tc 
1980  another  record  year  for  dirt 
eign  investment  in  the  U.S.,  whic 
bled  last  year  to  $12.5  billion, 
good  news  to  many  a  corporate  tre 
Anybody's  cash,  foreign  or  dome: 
welcome  provided  it  can  help 
down  the  heavy  debt  burden  that 
ed  from  the  interest-rate  eruption 
ly  1980.  ■ 


sells  for  about  $45,000,  stores  tv\ 
much  information  as  IBM's  curren 
model,  and  costs  30%  less.  The  r 
looked  like  a  natural. 

What  some  people  were  compl 
about  was  that  it  looked  as  if  S 
Technology  shareholders  were  g 
shortchanged  in  the  deal.  Amdahl 
holders  would  get  one  share  of  th 
combine  for  every  one  of  the  16.8  rr 
shares  they  held,  but  Storage  Techr 
shareholders  would  get  %  of  a  sh 
the  combine  for  each  of  the  24.6  rr 
shares  they  held.  In  other  wort 
shareholders  would  wind  up  wit) 
52.6%  of  the  merged  company. 

Why  so,  when  in  1979  ST  earnc 
million  to  Amdahl's  $17.1  million 
the  companies  been  merged  in  19" 
would  have  generated  70%  of  the 
ings.  Granted,  ST  is  more  heavily 
aged,  but  its  earnings  have  been  grc 
at  the  rate  of  55%  a  year  while  Am 
have  been  declining  recently. 

Amdahl  is  operating  under  an  om 
black  cloud  called  the  H  series  from 
which  is  expected  to  hit  the  markc 
mentarily.  If  the  small-to-interme 
4331  and  4341  mainframes  introc 
last  year  are  any  guide,  the  big  h 
bound  to  undercut  Amdahl's  main 
uct  line.  At  least  that's  what  Ami 
customers  seem  to  think.  Last  year 
dahl's  usual  95%-to-5%  sales-to-lea 
tio  plummeted  to  60%-to-40%  a. 
market  waited  to  see  what  IBM's  b 
would  do.  Result:  Amdahl's  ear 
sank  from  $48  million  to  $17.1  m 
on  declining  sales. 

Storage  Technology  has  never 
much  better  than  that  60% -to- 
sales-to-lease  ratio  itself,  but  the  d 
ence  is  that  the  bulk  of  its  lease 
third-party  deals  where  ST  gets  its  i 
ey  up  front,  as  if  it  had  made  a  sal 
has  other  advantages.  Its  product  li 
more  comprehensive.  Along  witi 
high-performance  tapes  and  disk-sti 
subsystems,  it  produces  peripheral 
original  equipment  manufacturers 
Burroughs  and  Honeywell,  who  corr, 
with  IBM.  It  has  even  ventured  into 
telecommunications  field  with  a  n 
multiplexor  called  COM2,  which  m* 


A  potential  $1  billion  computer  giant  is  tak- 
ing shape.  It  has  no  name  yet,  hut  it  does  have 
great  prospects — and  a  rich  uncle. 

Software  girl  weds 
hardware  boy 
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Want  to  see  lightweight  plumbing 
that  won't  rust? 


Borg-Warner  Chemicals  supplies  plastic  for  pipes  that  is  lighter,  less  expensive  and 
easier  to  work  with  than  the  metal  plumbing  it  replaces.  That's  Borg-Warner  today. 
And  there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 

Watch 
Borg-Warner 


For  an  annual  report  write:  Bor^-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


it  possible  for  two  telephone  calls  to  use 
the  same  outgoing  line  simultaneously. 

Amdahl  gamely  predicts  it  will  match 
IBM's  H  hardware  and  has  been  rapidly 
upgrading  its  software  capability  to  keep 
pace  with  the  stutter-step  introduction 
of  IBM  equipment.  Last  year,  for  exam- 
ple, roughly  one-third  of  its  research  bud- 
get went  to  software,  not  hardware.  The 
Storage  Technology  linkup  could  give 
Amdahl  a  stronger  software  capability 
than  any  of  IBM's  competitors. 


So  why  the  merger  terms  that  value 
the  companies  about  equally?  Says  ST's 
[esse  Aweida:  "Our  earnings  last  year 
would  have  been  much  more  comparable 
if  Amdahl  hadn't  been  doing  so  much 
leasing  lately."  Still,  Amdahl  and  Storage 
Technology  proceeded  in  the  Tirst  week 
of  May  to  modify  their  agreement  slight- 
ly so  that  ST  shareholders'  ownership  of 
the  contbinfi  increases  a  percentage 
point  or  so,  to  53.9%. 

Interestingly,     the     new  company 


doesn't  yet  have  a  name.  What  ii 
have,  apparently,  is  a  rich  uncle 
wealthy  Japanese  computer  manuf 
er  Fujitsu,  Amdahl's  godfather  cod 
and  28%  stockholder,  was  increasi 
stake  in  Amdahl  so  as  to  give  it 
15%  interest  in  the  combine.  Thi 
combine  will  have  a  debt  ratio  of 
far  higher  than  the  industry  nori 
that  rich  uncle  across  the  Pacific 
come  in  handy  in  a  cash-guzzling 
ness  like  data  processing.  ■ 


almost  every  investor  knows,  Squibb  has  a 
prospective  wonder  drug.  Dick  Furlaud  may 
have  bet  his  company  and  his  career  on  it. 

Will  the  wonder 
drug  do  wonders 
for  Squibb? 


By  Thomas  Jaffe 


'  We  can't  allow  ourselves  to  be  mes- 
merized by  Capoten,"  says  Squibb  Corp. 
Chairman  Richard  M.  Furlaud,  closing 
his  eyes  and  gently  moving  his  slender 
hands  across  his  temples.  "Any  division 
that  can't  have  normal  growth  without 
Capoten  is  a  problem." 


Capoten,  of  course,  is  Squibb's  new 
antihypertension  drug,  expected  to  get 
Food  &  Drug  Administration  approval 
for  marketing  in  the  U.S.  next  year;  in 
Europe  it  should  be  available  sooner.  Wall 
Street  analysts  have  been  all  aflutter 
about  Capoten  for  over  a  year  now,  say- 
ing it  will  add  anywhere  from  $150  mil- 
lion to  $425  million  in  annual  revenues 


Richard  M  Furlaud  of  Squibb  Corp. 

Headed,  for  the  New  World,  or  only  the  Canaries? 


by  1 984.  This  is  no  small  increment 
to  a  company  that  grossed  $1.5  h 
last  year.  Manufactured  in  Puerto 
and  Ireland,  where  costs  and  taxe 
lower,  the  new  drug  could,  analyst 
ure,  carry  pretax  profit  margins  as 
as  50%  and  could  add  from  $1  a  shj 
$3  to  Squibb's  earnings.  Anticip 
that  the  gain  could  be  on  the  biga 
the  market  currently  puts  a  multi] 
1  1  on  Squibb's  stock,  higher  tha 
recent  record  would  seem  to  justify 

Furlaud  says  that  Squibb  has  a  lot 
than  Capoten  going  for  it.  He  tal 
Squibb  becoming  "one  of  the  tv 
three  leading  health-care  and  per' 
care  companies  in  the  world." 
Squibb  has  a  long  way  to  go.  Firs 
quired  by  and  later  spun  off  from  th 
Olin  Mathieson  conglomerate  in 
Squibb  has  hardly  set  the  world  on  f 
the  dozen  years  Dick  Furlaud,  a  Ps 
ton-  and  Harvard-educated  lawyer 
been  running  it.  The  company's  rj 
on  equity  has  deteriorated  from  19 
1969,  his  second  year  as  CEO,  to 
in  1979.  Squibb's  12%  five-year  r< 
on  capital  ranks  last  among  the  top 
ethical  drug  companies.  Earnings 
share  growth  since  1975  ranks  sevei 

Squibb,  to  be  sure,  has  some 
things  going  for  it.  Its  $349  million 
Life  Savers  division  produces  the  i 
ber  one  chewing  gum  brand  in  the 
Care-Free.  Life  Savers'  Bubble  Yu 
the  leader  in  the  fastest-growing 
ment  of  the  confection  trade.  But 
market  dominance  has  been  achiev 
great  cost;  total  corporate  advert 
has  grown  from  $60  million  to  S12( 
lion  in  the  past  three  years,  much  c 
increase  going  into  chewing  gum. 
Wm.  Wrigley  Jr.  and  Warner-Lart 
fighting  hard  for  market  share,  p 
margins  have  been  squeezed  and  no 
is  in  sight  any  time  soon. 

Squibb's  $243  million  Charles  ol 
Ritz  fragrance  and  cosmetics  bus 
smells  sweeter.  Its  Enjoli  and  lean 
lines  are  among  the  four  bestselhng 
grances  in  the  U.S.,  and  during  the 
two  years  Opium  has  become  the  fas 
growing  premium-priced  perfume  ir 
world,  despite  |or  perhaps  because  c 
stiff  S120-an-ounce  price  tag.  But 
after  a  59%  gain  in  operating  earn1 
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r  on  30%  higher  sales,  Ritz'  8.6% 
can't  measure  up  to  Eli  Lilly's 
:h  Arden  division,  which  makes 
m  slightly  less  volume, 
s  to  improve  profitability  in 
ceuticals  have  proven  costly, 
side  from  staggering  product  de- 
ent  costs,  Furlaud  has  had  to  shell 
estimated  $75  million  over  the 
■ee  years  just  to  bring  his  plants 
xicter  FDA  standards.  The  plain 
hat  Squibb  has  spent  too  little  for 
l  1979,  for  example,  in  the  midst 
:hree-year  $300  million  capital 
g  binge,  Squibb  plowed  back  just 
f  stockholder's  equity  into  the 
s.  The  average  for  the  14  largest 
mpames  is  11.1%. 
1  last  two  years,  moreover,  Squibb 
;ed  over  $1 10  million  worth  of  its 
i  acquire  four  companies  in  medi- 
tronics,  instruments  and  hospital 
; — which  has  resulted,  thus  far,  in 
st  dilution  of  profits.  This  rela- 
ew  business  will  require  substan- 
isions  of  cash.  Furlaud  has  raised 
in  recent  years  by  selling  off  sev-* 
d  divisions  which  did  not  happen 
he  current  mold.  Among  those 
re  Tetley  Tea,  Martinson  coffee 
ch-Nut  baby  foods.  More  recent- 
reed  to  unload  its  restaurant  and 
catering  operation.  But  the  drug, 
cs  and  confection  businesses  will 
lly  require  a  good  deal  of  added 
Capoten  alone  cost  $70  million 
_op. 

:inance  growth,  Squibb  has  to 
tpoten,"  says  drug  analyst  David 
lum  of  Paine  Webber  Mitchell 
is.  "It  needs  it  to  prosper.  In  an 
/  as  competitive  as  drugs,  you 
ep  pace  with  a  reinvestment  rate 
0%.  Nor  can  you  compete  longer 
ith  a  return  on  equity  of  just 
VLacCallum  is  bullish  on  Squibb, 
mates  that  the  company's  per- 
irnings  can  grow  12%  a  year  over 
t  three  years — even  without  Ca- 
kit  not  all  analysts  agree.  "Take 
1  the  speculation  about  Capoten 
would  cut  the  price  of  Squibb's 
y  20%  overnight,"  says  Frederic 
=rg  of  Goldman,  Sachs.  Says  an- 
lalyst:  "The  company's  still  spin- 
wheels." 

>  office  high  above  Manhattan's 
Park,  Dick  Furlaud  speaks  in 
lg  terms  of  the  drug  industry's 
;  future  and  of  Squibb's  prospec- 
e  in  it.  "Any  intelligent  layman 
we  're  coming  closer  than  ever  to  a 
g  theory  of  biology — actual  under- 
g  of  the  cell,"  he  says.  "It's  just  as 
a  time  as  when  Vasco  da  Cama 
umbus  embarked  on  voyages  that 
shape  modern  geography." 
[poten  doesn't  hit  the  jackpot, 
Sxlaud  may  find  that,  instead  of 
ring  the  New  World,  he's  only 
m  the  Canaries.  ■ 
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Asarco  is  positioned  for  the  80s 


with  sound  investments  in  worldwide  mining. 


Asarco  has  substantial  holdings 
in  three  of  the  world's  great  min- 
ing companies: 

•  M.I.M.  Holdings  Limited,  an 
Australian  company  48.9% 
owned  by  Asarco,  produces 
copper,  silver,  lead,  zinc  and 
coal  and  has  interests  in 
nickel  and  iron  ore. 

•  Southern  Peru  Copper  Cor- 
poration, 52.3%  owned  by 
Asarco,  operates  the  To- 
quepala  and  Cuajone  copper 
mines  which  together  pro- 
duced 321,000  tons  of  cop- 
per in  concentrates  in  1979. 

•  Mexico  Desarrollo  Industrial 


Minero,  S.A.,  34%  owned  by 
Asarco,  is  a  major  producer 
of  copper,  silver,  gold,  lead, 
zinc,  coal,  coke  and  fluorspar 
in  Mexico. 
Asarco    also    owns  Lac 
d'Amiante  du  Quebec,  Ltee  in 
Canada  which  in  1979  produced 
288,000  tons  of  asbestos  fiber 
or  approximately  5%  of  world 
production  of  this  important 
material. 

For  more  information  about 
Asarco,  send  for  a  copy  of  our 
Fact  Book.  ASARCO  Incorpo- 
rated, 120  Broadway,  New  York, 
N.Y  10005. 


ASARCO 

Metals  &  Minerals 


The  traditional  tools  that  analysts  use  to  forecast  bank  earnings  hi 
been  overwhelmed  by  the  precipitous  moves  in  interest  rates.l 
present,  the  important  question  is:  Which  bank  has  the  most  room 
maneuver,  thanks  to  floating  interest  rates? 

Casing 
the  banks 


Statistical  Spotlight 


Typically,  to  find  out  how  bank 
earnings  are  likely  to  fare  in  the 
near  term,  you  look  at  asset 
growth  (mostly  loans)  and  loan  losses 
first.  But  in  the  context  of  upheavals  in 
short-term  interest  rates,  that  seems  not 
the  way  to  do  it.  The  prime  rate  rose  by 
an  unprecedented  5%  within  two 
months  earlier  this  year.  It  is  about  4% 
below  that  peak  now.  What  matters 
most,  at  the  moment,  is  how  quickly  the 
banks  can  respond  to  these  rate  changes. 
And  that  is  largely  a  function  of  how  big 
a  share  of  their  assets  is  tied  up  in  float- 
ing-rate loans  and  investments  com- 
pared with  floating-rate  liabilities. 


With  short  rates  falling  sharply,  those 
banks  with  a  relatively  lower  percentage 
of  assets  compared  with  liabilities  at 
floating  rates  (see  table)  presumably  will 
earn  more.  That's  because  the  interest- 
rate  costs  on  their  floating-rate  liabili- 
ties— mainly  purchased  money — will  fall 
with  the  drop  in  interest  rates.  And  if 
they  have  relatively  fewer  assets  earn- 
ings at  floating  rates,  the  spread  will 
move  in  their  favor.  Needless  to  say,  the 
second  group  of  banks,  with  relatively 
larger  holdings  of  floating-rate  assets 
than  liabilities,  probably  will  do  worse  on 
balance. 

Consider  the  case,  albeit  a  special  one, 


of  Citibank.  With  its  heavy  empha 
consumer  credit — meaning  a  lot  ofj 
sumer  loans  earning  the  12%  maxi 
under  New  York  State  usury  laws* 
bank's  parent  company,  Citicorp,  lc 
to  have  a  disastrous  second  quarter 
first-quarter  earnings  plunged  to  67 
from  SI. 01  the  year  before.  But  wit] 
sudden  and  unexpected  cuts  in  « 
term  rates,  the  outlook  improves 
kcdly  to  perhaps  80  cents  this  quj 
The  differences  in  the  proportion 
floating-rate  assets  to  liabilities,  t] 
fore,  can  produce  significant  effect 
short-term  earnings,   always  alia 
that  there  are  other  factors  affe> 
bank  profits.  Below,  a  group  of  pos 
gainers  and  losers  as  the  cost  of  mi 
falls.— Ben  Vtebennan 


Bankers'  handicap 

Beneficiaries  of  the  interest  rate  decline 

Interest  spreads  (differ- 

Floating-rate assets  as  per- 

ence between  the  bank's 

cent  of  floating-rate  liabili- 

loan   earnings    and  its 

Earnings 

ties  (the  lower  the  ratio,  the 

cost  of  money) 

Total  assets 

per  share 

more  earnings 

will  gain)* 

first  quarter  first  quarter 

12  31/79 

(latest 

Recent 

Indicated 

Bank 

12/31/79 

12/31/78 

1980  1979 

(millions) 

four  quarters) 

price 

dividend 

Yieldl 

AmeriTrust 

97.6% 

118.1% 

3.63%  3.78% 

S  5,402 

56.31 

30 

S2.40 

8.0* 

Chemical  Bank 

97.8 

97.1 

2.27  2.39 

39,375 

9.16 

38% 

3.48 

9.0 

Citibank 

100.5 

101.4 

2.05  2.71 

106,371 

4.02 

21 

1.42 

6.8 

Continental  Illinois 

94.4 

97.0 

1.81  2.00 

35,790 

4.96 

27% 

1.60 

5.8 

FNB  of  Chicago 

95.8 

98.3 

1.17  1.67 

30,182 

2.53 

14'/8 

1.20 

8.5 

Victims  of  the  interest  rate  decline 

Interest   spreads  (differ- 

Floating-rate assets  as  per- 

ence between  the  bank's 

cent  of  floating-rate  liabili- 

loan    earnings    and  its 

Earnings 

ties(the  higher 

theratio,  the 

cost  of  money) 

Total  assets 

per  share 

more  earnings  will  suffer)* 

first  quarter   first  quarter 

1231/79 

(latest 

Recent 

Indicated 

Bank 

1231/79 

12  31  "8 

1980  1979 

[millions) 

four  quarters) 

price 

dividend 

Yield 

Chase  Manhattan 

106.1% 

112.3% 

2.27%  2.44% 

564,708 

59.54 

42% 

52.80 

6.6°* 

Irving  Trust 

122.7 

120.2 

2.60  2.43 

16,702 

8.43 

37% 

2.72 

7.3 

Manufacturers  Hanover 

112.7 

114.1 

2.32  2.42 

47,675 

6.55 

30'/s 

2.52 

8.4 

Mellon  Bank 

105.1 

109.3 

2.61  2.81 

13,508 

5.25 

29 

1.84 

6.3 

Texas  Commerce  Bank 

119.0 

109.7 

3.52  3.33 

9.260 

6.01 

49% 

1.60 

3.2  ! 

"Bank  figure*;  all  other  numbers  frt 

m  parent  holding  company. 

Source:  Salomon  Hrotlxrs 
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phone 


R0y  ROBINSON  JR 


Y0*K  10019 


212-555-123^ 


1980 


nfltfl  is  - 


6016 


Use  this  card.  It's  the 
easiest  way  to  use  me 


If  you're  on  the  move  in  business,  use  me,  your  public  phone,  as  your  branch  office. 
And  I'm  even  easier  to  use,  with  a  Bell  Credit  Card.  It's  as  fast  to  use  as  giving  the  operator 
your  card  number.  You  get  a  monthly  record  of  your  calls,  too. 
Airports,  hotels,  motels.  Wherever  your  business  takes  you,  use  your  Bell  Credit  Card. 
To  apply  for  it,  just  call  your  Bell  Business  Office. 
The  Bell  Credit  Card  is  the  key  to  your  branch  office. 


I'm  your  branch  office. 


Bell  System 


1MB* 


4 


N 


\ 


Sure  Jfoe  happy  with  Digital. 
Productivity's  up  10%.  Errors  are 
down  to  less  than  2%.  And  our 
salesmen  get  their  sales  results 
reported  sooner/' 

Dennis  Clardy 
Vice  President-Administrative  Services 
Food  Services  Division 
Nabisco,  Inc. 


"With  Digital,  we've  got  better  infor- 
mation, tighter  inventory  control,  a 
neater  invoice,  and  a  lot  more  time 
for  other  things." 

James  Simila 
Director-Management  Information  Services 
Biscuit  Division 
Nabisco,  Inc. 


Nabisco  and  Digital.  When  apartne 


At  Nabisco,  two  major  divisions  had  the 
same  major  problem.  Their  nationwide  distri- 
bution systems  were  still  far  too  dependent 
on  manual  operations. 

The  Biscuit  Division  was  processing 
18,000  multi-item  orders  every  day.  All  by 
hand. 

The  Food  Services  Division  was  keeping 
track  of  300  separate  stock-keeping  units  for 
over  10,000  customers.  All  by  hand. 

Deciding  to  computerize  was  easy 
Deciding  on  a  computer  company  was 
anything  but.  In  fact,  there  was  really  only 
one  company  for  the  job.  Digital. 

You  see,  Nabisco  needed  a  partner.  They 
needed  a  long-term  commitment  from  a 


leading  computer  company.  And  they  were 
very  demanding. 

They  wanted  both  computer  systems 
decentralized,  since  most  users  were  at  the 
local  level.  They  wanted  them  interactive,  so 
users  could  have  quicker,  more  direct  access 
to  information.  They  wanted  them  technolog 
ically  advanced,  so  many  different  operation! 
could  be  performed.  And  they  wanted  each 
system  to  be  nationwide,  with  full  support 
service  in  over  170  locations. 

Now,  lots  of  computer  companies  can 
meet  some  of  these  requirements.  Digital 
could  meet  them  all. 

Digital  is  the  acknowledged  leader  in 
interactive  minicomputers.  Each  Nabisco 


as  needed,  the  leader  came  through 


ion  was  able  to  get  a  system  that  was 
nwide,  yet  completely  localized. 
)igital  makes  a  broader  range  of  state- 
e-art  hardware  than  anyone  else.  So 
sco  was  able  to  get  the  right  computer 
ach  local  application, 
inally,  Digital's  support  service  is  second 
>ne.  Even  with  a  huge,  national  client 
Mabisco,  Digital  was  able  to  ensure  a 
3nse  time  of  four  hours  or  less  in  most  of 
70  locations. 

Ks  Nabisco  found  out,  Digital  has  every- 
y  you  could  want  from  a  leader.  Broad 
luct  line.  Advanced  technology.  Innovative 
epts.  Superb  support.  And  unsurpassed 
>rience  in  the  interactive  computer  field. 


So  whether  you're  a  corporate  giant  like 
Nabisco  or  a  small  business  trying  to  reduce 
your  paperwork,  you,  too,  can  be  partners 
with  the  leader. 

Digital.  For  computers.  And  computer 
solutions. 

Digital  Equipment  Corporation,  129  Parker  Street.  Maynard, 
MA  01754.  Dept.  PK3-2'M18.  European  headquarters: 
12  av.  des  Morgmes,  1213  Petil-Lancy  .-'Geneva  In  Canada 
Digital  Equipment  ot  Canada.  Ltd 


tla 
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If  you  confiscated  the  salaries  and  bonuses  of  these  801  CEOs,  i 
could  keep  the  federal  bureaucracy  going  for  about  two  hours. 


It  ain't  hay, 
but  is  it  clover? 


Maybe  it's  a  sign  of  the  times.  Maybe  it  has  always 
been  this  way.  If  you  were  to  tudge  U.S.  industry-  by 
the  salaries  paid  to  chief  executives,  you  could  only 
come  to  the  conclusion  that  entertainment  was  the  nation's 
chief  occupation.  Warner  Communications  boss  Steven  ].  Ross 
picked  up  a  package  that  was  worth  S5, 105,000  last  year,  but 
he  was  shaded  by  Metro-Goldwyn-Mayer's  Frank  E.  Rosenfelt, 
who  staggered  off  to  the  bank  under  the  burden  of  S5, 2 14,000. 
Even  Jane  Fonda,  Robert  Redford  or  Barry  Manilow  would  have 
had  a  hard  time  beating  that. 

After  these  entertainment  moguls,  however,  it  was  all  down- 
hill— relatively  speaking — for  America's  corporate  brass.  Not 
that  any  one  of  them  was  down  to  his  last  tax  shelter.  Five  of 
the  top  people  took  home  the  equivalent  of  over  S3  million. 
Another  60— count  them,  60 — did  SI  million  or  better. 

But  before  you  start  wondering  what  they  do  with  all  that 
money,  keep  this  in  mind:  If  you  look  at  the  definitions  of  the 
various  categories  of  compensation  that  Forbes  statisticians 
used  for  the  first  time  this  year  /see  below),  you  will  see  that  a 
good  bit  of  this  is  not  exactly  cash  you  can  put  a  rubber  band 
around  and  put  in  your  pocket.  Profits  from  exercised  options 
and  increases  in  the  value  of  stock  appreciation  rights,  for 
instance,  depend  on  the  market  price  of  the  company's  stock. 
And  exercised  options  create  tax  liabilities  without  producing 
the  cash  to  pay  them,  although  some  companies  lend  their 
brass  money  to  exercise  them  and  to  pay  their  taxes. 

If  you  disregard  the  options  and  stock  appreciation  rights 
and  focus  only  on  salary  and  bonus,  you'll  find  that  only  seven 
CEOs  got  more  than  SI  million  last  year.  Any  top  popular 
entertainer  would  fire  his  or  her  agent  if  they  did  no  better 
than  the  average  top  executive.  Nor  are  top  executive  salaries 
even  close  to  the  levels  of  top  people  back  in  the  1920s,  when 
income  taxes  were  negligible  and  dollars  were  worth  much 
more.  Still,  it's  not  hay. 

Among  those  seven  who  came  away  with  more  than  SI 
million,  you'll  find  the  name  of  Chrysler's  Lee  Iacocca,  who 
now  gets  SI  in  salary  for  his  services  to  the  embattled  auto- 
maker. But  that  cut  only  took  effect  last  September — before 
then  Chrysler  paid  him  at  a  rate  of  $360,000  a  year  and  kicked 
in  SI  million  for  benefits  he  lost  by  leaving  Ford  Motor  Co.,  his 
previous  employer. 

It  probably  won't  come  as  a  surprise  that  the  higher  a 
company's  revenues,  the  more  it  tends  to  pay  its  chief.  The 
median  salary  and  bonus  for  the  189  corporations  that  grossed 
S500  million  or  less  was  SI 86,000.  Move  up  a  step  to  the  154 
companies  in  the  $500  million-to-Sl  billion  category  and  the 
median  is  $273,000.  The  380  companies  with  revenues  of  $1 
billion  to  S5  billion  pay  a  median  salary  and  bonus  of  $379,000. 
And  the  78  grossing  S5  billion  or  more  had  a  median  of 
$542,000.  The  average  salary  and  bonus  paid  to  the  CEOs  of  all 
801  companies  Was  $35 1,900. 
Before  you  start  muttering  about  who  needs  that  kind  of 
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money,  keep  something  else  in  mind.  These  sums  are 
taxes.  Federal,  state  and  local  taxes  probably  cut  most 
salaries  in  half.  Executives  can,  of  course,  reduce  the 
burdens  by  using  various  tax  shelter  and  deferral  plan 
then  they  don't  get  to  spend  the  money.  So  while  ma 
corporate  brass  aren't  in  want,  they  can't  be  said  to  be 
ming  in  the  stuff. 

Let's  put  these  salaries  further  into  perspective:  Adc 
salaries  and  bonuses  paid  to  the  chief  executive  officers 
801  companies  covered  in  this  survey.  You  come  up  \ 
grand  total  of  S281,883,000 — about  $141  million  after  ta 
that  a  lot  of  money?  Well,  it  would  keep  the  federal  gi 
ment  going  for  about  two  hours.  These  combined  sa 
amount  to  a  good  deal  less  than  the  nation  spends  on  ch 
gum  or  logging  shoes  and  seem  a  relatively  small  price 
for  the  quality  of  leadership  that,  on  the  whole,  keeps  th 
standard  of  living  as  high  as  it  is  in  the  face  of  everythii 
government  and  OPEC  do  to  bring  it  down. 


Definitions 


Using  the  Securities  &  Exchange  Commission's  reportir 
mat,  compensation  for  the  year  1979  has  two  main  cc 
nents:  Cash  and  cash-equivalent  forms  of  remuneration  ( 
and  bonuses  plus  options,  rights  and  benefits)  and  conti 
remuneration. 

Salary  and  bonus 

includes — in  addition  to  salary  and  bonuses — directors 
commissions  as  well  as  payments  made  on  long-term  i 
tive  plans. 

Options,  rights  and  benefits 

includes  cash-equivalent  forms  of  compensation  such  as 
pany-paid  life  insurance  premiums,  physical  examinatic 
club  dues,  use  of  company  car  or  plane  and  other  fringe 
fits;  also  cash  or  shares  paid  in  settlement  of  stock  app 
tion  rights  (SARs)  exercised  (less  amounts  expensed  ai 
ported  in  previous  years  as  "Contingent  Remuneration") 
per  profits"  created  by  the  exercise  of  stock  options  an 
value  of  restricted  stock  awards  vested  or  released  from  re 
tions  in  1979. 

Contingent  remuneration 

includes  the  increase  (or  decrease)  in  the  value  of  stock  i 
ciation  rights  remaining  unexercised  at  the  end  of  the  y< 
well  as  accruals  made  in  1979  under  pension  plans,  del 
compensation  agreements  or  performance-related  long, 
incentive  plans. 

FORBES,  IUNE 


Who  GetsThe  Most  Pay 


bonust 

benefitst 
entt 


Frank  £.  Rosenfelt 
Metro-Goldwyn-Mayer 

$  343,700 

4,870,000 


$5,213,700 


Steven  J.  Ross 

Warner  Communications 


$1,210,184 
2,695,521 
1,199,308 

$5,105,013 


William  A.  Marquard 
American  Standard 


John  E.  Swearingen 
Standard  Oil  (Indiana) 


Rawleigh  Warner  Jr. 
Mobil 


bonust     $  613,862 
25,054 
3,011,059 
$3,649,975 


benefitst 
;ntt 


$1,187,055 
2,406,385 
46,750 
$3,640,190 


Robert  A.  Charpie 
Cabot 


Howard  B.  Keck 
Superior  Oil 


bonust     $  597,750 


benefitst 
;ntt 


2,529,654* 
$3,127,404 


George  A.  Strichman 
Colt  Industries 


J.  Hugh  Liedtke 
Pennzoil 


bonust      $  631,040 

.  „  1,432,895 
benefitst 

;ntt  375,000 
$2,438,935 


£.  Grant  Fitts 
Gulf  United 


George  T.  Scharffenberger 
City  Investing 


Michel  C.  Bergerac 
Revlon 


•Includes  cumulative  increase  in  market  value  of  SARs.    tSee  definitions  on  facing  page. 
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Who  GetsThe  Most  Riy 


Compensation  ($(X)0) 


Options,  Years  served 


Salary  & 

rights  is. 

Contin- 

with 

as 

H 

Rank 

Company 

Chief  executive  |Age| 

Don  us  t 

hencfitst 

gent  t 

Total 

company 

chief 

Place  of  birth 

back 

401 

Abbott  Laboratories 

Robert  A  Schoellhorn 

(51) 

277 

26 

103 

406 

7 

1 

Philadelphia,  Pa 

TeJ 

373 

ACF  Industries 

lohn  F  Burditt 

(62) 

'383 

4 

44 

432 

31 

13 

Newton  Center,  Mass 

1 

80 

Aetna  Life  &.  Cas 

|ohn  H  Filer 

(55) 

541 

29 

371 

940 

21 

7 

New  Haven,  Conn 

Insi 

422 

H  F  Ahmanson 

William  H  Ahmanson 

(54) 

1  1  7 

16 

52 

384 

30 

1 1 

Omaha,  Neb 

Adminisl 

130 

Air  Prods  &  Chems 

Edward  Donley 

(58) 

417 

] 

340 

758 

37 

6 

Highland  Park,  Mich 

Tec 

466 

Akzona 

Claude  S  Ramsey 

(55) 

333 

2 

20 

355 

30 

13 

Asheville,  NC 

Adminisl 

740 

Alabama  Bancorp 

John  W  Woods 

(48) 

145 

15 

— 

159 

10 

8 

Evanston,  111 

bJ 

322 

Albertson's 

Warren  E  McCain 

(54) 

456 

7 

9 

472 

28 

3 

Logan,  Kan 

Opt) 

261 

Alco  Standard 

'Tinkham  Veale  II 

(65) 

A  (\A 

4U4 

lUo 

Zo 

1  A 

14 

Topeka,  Kan 

Fi 

359 

Alexander  &  Alexander 

John  A  Bogardus  Jr 

(52) 

324 

25 

92 

441 

29 

1 

New  York,  NY 

Insi 

304 

Alleghany 

Fred  M  Kirby 

(60) 

243 

63 

187 

494 

22 

13 

Wilkes  Bane,  Pa 

hives 

106 

Allegheny  Ludlum  Inds 

Robert  I  Buckley 

(56) 

593 

92 

155 

841 

8 

5 

New  York,  NY 

Oper 

649 

Allegheny  Power 

Charles  B  Finch 

(60) 

184 

8 

21 

212 

26 

8 

New  York,  NY 

770 

Allied  Bancshares 

Gerald  H  Smith 

(49) 

1  T  1 
1 1 1 

1 9 

140 

1 1 
1 1 

o 
0 

Oroveton,  lex 

Ba 

68 

Allied  Chemical 

Edward  L  Hennessey  Jr 

(52) 

450* 

442 

104 

996 

1 

1 

Boston,  Mass 

Fi 

103 

Allied  Stores 

Thomas  M  Macioce 

(61) 

500 

200 

150 

850 

20 

8 

New  York,  NY 

170 

Allis-Chalmers 

David  C  Scott 

(64) 

563 

40 

81 

684 

11 

11 

Akron,  Ohio 

Ted 

54 

Alcoa 

W  H  Krome  George 

(62) 

618 

14 

497 

1,130 

38 

5 

St  Louis,  Mo 

Ted 

110 

AMAX 

Pierre  Gousseland 

(58) 

445 

383 

828 

3  i 

6 1 

0 

France 

I  eel 

669 

Amerada  Hess 

Leon  Hess 

(66) 

200 



200 

47 

7 

Asbury  Park,  NI 

Fo 

447 

American  Airlines 

Albert  V  Casey 

(60) 

318 

50 

— 

368 

6 

6 

Boston,  Mass 

Fn 

731 

American  B  &  T  Pa 

Samuel  A  McCullough 

(41| 

148 

— 

16 

164 

4 

2 

Pittsburgh,  Pa 

Ka 

94 

American  Brands 

Robert  K  Heimann 

(61) 

521 

22 

321 

864 

26 

7 

New  York,  NY 

Mark 

Amer  Broadcasting 

Leonard  H  Goldenson 

(74) 

TOT 

1 1 1 

1,36,5 

4o 

in 

oU 

Seottdale,  Pa 

162 

American  Can 

2William  F  May 

(64) 

674 

23 

697 

41 

14 

Chicago,  111 

Opera 

228 

American  Cyanamid 

Dr  James  G  Affleck 

(57) 

275 

4 

307 

586 

33 

4 

Yonkers,  NY 

Admimstl 

578 

American  Elec  Power 

Willis  S  White  Jr 

(53) 

247 

15 

7 

270 

31 

4 

Portsmouth,  Va 

TecH 

212 

American  Express 

James  D  Robinson  III 

(44) 

479 

6 

131 

616 

9 

3 

Atlanta,  Ga 

Fi^ 

American  Financial 

Carl  H  Lindner 

(61) 

1,010 

110 

1,128 

i£ 

ZO 

ZD 

Dayton,  Ohio 

rOI 

590 

American  Fletcher 

Frank  E  McKinney  Jr 

(41) 

257 

1 

I 

258 

12 

7 

Indianapolis,  Ind 

Baj 

449 

Amer  Genl  Insurance 

Harold  S  Hook 

(48) 

293 

36 

37 

367 

9 

1 

Kansas  City,  Mo 

Insu: 

71 

American  Home  Prod 

William  F  Laporte 

(66) 

440 

— 

547 

987 

42 

15 

New  York,  NY 

Administn 

265 

Amer  Hospital  Supply 

Karl  D  Bays 

(46) 

440 

22 

69 

531 

21 

9 

Loyall,  Ky 

1  r 

American  Intl  Group 

Maurice  R  Greenberg 

(55) 

279 

1,618 

24 

2,139 

1 9 

13 

New  York,  N  Y 

Insul 

90 

American  Motors 

Gerald  C  Meyers 

(51) 

509 

52 

313 

873 

18 

2 

Buffalo,  NY 

Tech 

672 

American  Natl  Ins 

Orson  C  Clay 

(49) 

193 

6 

— 

199 

9 

2 

Bountiful,  Utah 

Administr 

580 

Amer  Natl  Resources 

Arthur  R  Seder  Jr 

(60) 

256 

13 

— 

268 

20 

3 

Oak  Park,  111 

445 

American  Petrotina 

Richard  I  Galland 

(63) 

230 

141 

— 

371 

22 

11 

Denver,  Colo 

,  fid; 

6VU 

American  Savings  &  Loan 

Morris  N  Broad 

(45) 

130 

57 

189 

23 

15 

Burlington,  Vt 

rin 

645 

American  Security 

3Carleton  M  Stewart 

(59) 

195 

1 

21 

218 

4 

4 

Chicago,  111 

Bar 

3 

American  Standard 

William  A  Marquard 

(60) 

630 

18 

3,183 

3,831 

27 

8 

Pittsburgh,  Pa 

Opera 

360 

American  Stores 

"William  R  Deeley 

(57) 

332 

2 

106 

440 

23 

2 

Mt  Vernon,  Ohio 

Administr; 

217 

American  Tel  &  Tel 

Charles  L  Brown 

(58) 

573 

5 

31 

609 

34 

1 

Richmond,  Va 

Operat 

523 

AmeriTrust 

M  Brock  Weir 

158) 

285 

1 1 

13 

309 

7 

.7 

Wenatchee,  Wash 

Ban 

357 

AMF 

W  Thomas  York 

(46) 

426 

8 

7 

442 

11 

2 

Archdale,  NC 

Fin 

291 

Amfac 

Henry  A  Walker  Jr 

(58) 

476 

7 

28 

511 

32 

12 

Honolulu,  Haw 

Operal 

364 

AMP 

Joseph  D  Brenner 

(63) 

302 

43 

92 

438 

33 

8 

Carlisle,  Pa 

Produi 

556 

Amstar 

Robert  T  Quittmeyer 

(59) 

273 

3 

7 

284 

24 

8 

Peekskill,  NY 

1 

485 

Amsted  Industries 

Goff  Smith 

[63) 

293 

42 

335 

33 

6 

Jackson,  Tenn 

429 

Anderson,  Clayton 

Thomas  J  Barlow 

(58) 

317 

32 

31 

380 

34 

13 

Houston,  Tex 

Operat 

tFor  FORBES  definitions  and  methodology  see  page  1 16.  'Succeeded  by  Ray  B.  Mundt,  2/12/80. 

"Salary  annualized.  ^Succeeded  by  William  S.  Woodside,  4/29/80. 

^Succeeded  by  W.  Jarvis  Moody,  3  21  80. 

"Succeeded  by  Lennie  S.  Skaggs,  2/6/80. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Offering  Circular. 


2,388,958  Shares 

Freedom  Savings  and  Loan 
Association 

Common  Stock 

($1.00  par  value) 


Price  $14.75  per  Share 


Copies  of  the  Offering  Circular  may  be  obtained  from  any  of  the  several  Underwriters 
only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers  in 
securities  and  in  which  the  Offering  Circular  may  be  legally  distributed. 


Dean  Witter  Reynolds  Inc. 

Rache  Halsey  Stuart  Shields       Bear,  Stearns  &  Co.       BIyth  Eastman  Paine  Webber       Donaldson,  Lufkin  &  Jenrette 

Incorporated  Incorporated  Securities  Corporation 

Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated! 

Lehman  Brothers  Kuhn  Loeb  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Incorporated 

i.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Shearson  Loeb  Rhoades  Inc. 

Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

Incorporated  A.  G.  Becker 

Mex.  Brown  &  Sons  A.  G.  Edwards  &  Sons,  Inc.  Ladenburg,  Thalmann  &  Co.  Inc. 

Wose/ey,  Hallgarten,  Estabrook  &  Weeden  Inc.  Oppenheimer  &  Co.,  Inc.  Thomson  McKinnon  Securities  Inc. 

lucker,  Anthony  &  R.  L.  Day,  Inc.     Jerry  Williams,  Inc.     Advest,  Inc.     Bacon,  Whipple  &  Co.     Robert  W.  Baird  &  Co. 

Incorporated 

Rateman  Eichler,  Hill  Richards       Sanford  C.  Bernstein  &  Co.,  Inc.       William  Blair  &  Company      J.  C.  Bradford  &  Co. 

Incorporated 

Rutcher  &  Singer  Inc.    Crowell,  Weedon  &  Co.    Dain  Bosworth    First  of  Michigan  Corporation    Foster  &  Marshall  Inc. 

Incorporated 

lanney  Montgomery  Scott  Inc.  McDonald  &  Company         Piper,  faffray  &  Hopwood         Prescott,  Ball  &  Turben 

Incorporated 

Rauscher  Pierce  Refsnes,  Inc.  Raymond,  James  &  Associates,  Inc.  The  Robinson-Humphrey  Company,  Inc. 

Hotan  Mosle  Inc.      Sutro  &  Co.      Wheat,  First  Securities,  Inc.      Bruns,  Nordeman,  Bea  &  Co.      Craigie  Incorporated 

Incorporated 

R.  G.  Dickinson  &  Co.  Allen  C.  Ewing  &  Co.  First  Equity  Corporation  of  Florida  Gruntal&Co.  Herzfeld  &  Stern 
J.  J.  B.  Hilliard,  W.  L.  Lyons,  Inc.  Interstate  Securities  Corporation  Jesup  &  Lamont  Securities  Co.,  Inc. 

Johnson,  Lane  Space,  Smith  Ik  Co.,  Inc.   Joseph  thai  &  Co.    Morgan ,  Keegan  &  Company,  Inc.    Moore  &  Schley,  Cameron  &  Co. 

Incorporated 

Veuberger  &  Berman  Newhard,  Cooke  &  Co.  Parker / Hunter  Wedbush,  Noble,  Cooke,  Inc. 

Incorporated  Incorporated 

May  14,  1980 


Who  GetsThe  Most  Riy 


CompengatiOD  |S000| 


Options,  Years  served 


Salary  c* 

rights  6. 

Contin- 

with 

as 

B 

Rank 

Company 

Chief  executive 

Age| 

bonus' 

benefitst 

gent* 

Total 

company 

chief 

Place  of  birth 

bacU 

287 

Anheuser-Busch  Cos 

August  A  Busch  111 

(43| 

511 

3 

— 

513 

23 

5 

St  Louis,  Mo 

Mar 

409 

ARA  Services 

William  S  Fishman 

(64) 

'376 

11 

14 

401 

40 

5 

Clinton,  Ind 

Fc 

382 

Archer  Danls  Midland 

Dwayne  O  Andreas 

(62) 

417 

9 

426 

9 

9 

Worthington,  Minn 

Ft 

684 

Arizona  Bank 

Donald  B  Tostenrud 

(55) 

186 

3 

4 

193 

21 

2 

Estherville,  Iowa 

Bj 

733 

Arizona  Public  Serv 

Keith  L  Turley 

(57) 

156 

4 

3 

163 

28 

6 

Mesa,  Ariz 

Administ. 

77 

Ark  Louisiana  Gas 

Edward  Sheffield  Nelson 

(39) 

250 

9 

695 

954 

16 

7 

Kecvil,  Ark 

263 

Armco 

Harry  Holiday  Jr 

(56) 

459 

1 

71 

532 

31 

1 

Pittsburgh,  Pa 

Ted 

549 

Armstrong  Cork 

Harry  A  Jensen 

(61) 

286 

— 

— 

286 

39 

2 

Council  Bluffs,  Iowa 

Marl) 

143 

ASARCO 

Charles  F  Barber 

(63) 

540 

31 

162 

733 

24 

9 

Chicago,  111 

249 

Ashland  Oil 

Orin  E  Atkins 

(56) 

537 

20 

556 

30 

15 

Pittsburgh,  Pa 

385 

Associated  Dry  Goods 

William  P  Arnold 

(55) 

170 

50 

201 

421 

12 

1 

Omaha,  Neb 

Marl 

784 

Atlantic  Bancorp 

Billy  J  Walker 

(49) 

126 

— 

126 

31 

4 

Baker  County,  Fla 

Ba 

46 

Atlantic  Richfield 

Robert  O  Anderson 

(63) 

777 

20 

450 

1,247 

38 

15 

Chicago,  111 

Prodi) 

567 

Auto  Data  Processing 

Frank  R  Lautenberg 

(56) 

275 

275 

27 

4 

Paterson,  N) 

Marl) 

195 

Avco 

lames  R  Kerr 

(62| 

493 

134 

17 

644 

25 

10 

Las  Vegas,  NM 

Administi 

121 

Avnet 

Simon  Sheib 

(64) 

755 

6 

30 

791 

20 

10 

New  York,  NY 

326 

Avon  Products 

David  W  Mitchell 

(52) 

498 

13 

-A3 

469 

32 

4 

Pasadena,  Cal 

539 

Bache  Group 

Harry  A  Jacobs  Jr 

(59) 

293 

— 

— 

293 

34 

3 

New  York,  NY 

Invesfl 

317 

Baker  International 

Earnest  H  Clark  Jr 

(53) 

433 

46 

479 

33 

15 

Birmingham,  Ala 

TecD 

465 

Baldwin-United 

Lucien  Wulsin 

(63) 

329 

27 

356 

41 

18 

Cincinnati,  Ohio 

62 

Bally  Manufacturing 

Robert  Mullane 

(48) 

350 

698 

7 

1,055 

9 

1 

Cincinnati,  Ohio 

Administn 

710 

Baltimore  Gas  &  Elec 

5C  Edward  Utermohle  Jr 

(65) 

169 

1 

4 

173 

46 

10 

Baltimore,  Md 

Teen 

494 

Banc  One 

John  G  McCoy 

(67) 

330 

— 

— 

330 

43 

20 

Marietta,  Ohio 

Fi^ 

379 

BanCal  Tri-State 

Chauncey  E  Schmidt 

(49) 

412 

14 

427 

4 

4 

Oxford,  Iowa 

Bar 

767 

Banco  Popular  PR 

Rafael  Carrion  Jr 

(65) 

110 

30 

140 

47 

23 

San  Juan,  PR 

Fir 

619 

BancOhio 

Robert  G  Stevens 

(50) 

213 

— 

26 

239 

4 

4 

Marion,  111 

Bai 

412 

Bancorp  Hawaii 

Wilson  P  Cannon 

(60) 

160 

30 

206 

396 

38 

3 

Berkeley,  Cal 

Bail 

335 

Bank  of  New  York 

Elliott  Averett 

(62) 

250 

88 

120 

458 

40 

5 

Chatham,  NJ 

Bail 

646 

Bank  of  Virginia 

Frederick  Deane  Jr 

(53) 

203 

1 

13 

217 

26 

6 

Boston,  Mass 

Fir 

160 

BankAmerica 

Alden  W  Clausen 

(57) 

600 

69 

30 

700 

30 

10 

Hamilton,  111 

Fir 

426 

Bankers  Trust  N  Y 

Alfred  Brittain  III 

(57) 

345 

— 

36 

381 

33 

5 

Evanston,  111 

Bar! 

764 

Barnett  Banks  Fla 

Charles  E  Rice 

(44) 

142 

— 

— 

142 

15 

1 

Chattanooga,  Tenn 

Bar! 

425 

Bausch  &  Lomb 

Daniel  G  Schuman 

(63) 

340 

43 

— 

383 

20 

9 

New  York,  NY 

Fir 

307 

Baxter  Travenol  Labs 

6William  B  Graham 

(68) 

450 

41 

491 

35 

27 

Chicago,  111 

1 

650 

BayBanks 

William  M  Crozier  Jr 

(47) 

159 

53 

212 

16 

5 

New  York,  NY 

Bar 

234 

Beatrice  Foods 

James  L  Dutt 

(55) 

485 

2 

88 

575 

33 

1 

Topeka,  Kan 

Admirustrj 

348 

Beckman  Instruments 

Arnold  O  Beckman 

(80) 

428 

2 

20 

451 

45 

40 

Cullom,  111 

Fou 

280 

Becton,  Dickinson 

Wesley  J  Howe 

(59) 

360 

47 

110 

516 

31 

5 

Jersey  City,  NJ 

Administrs 

709 

Belco  Petroleum 

Arthur  B  Belter 

(73) 

168 

5 

174 

27 

27 

Poland 

Fou 

92 

Bendix 

William  M  Agee 

(42) 

654 

12 

202 

867 

8 

3 

Boise,  Ida 

Fin 

484 

Beneficial  Corp 

Finn  M  W  Caspersen 

(38) 

328 

-I 

6 

336 

8 

3 

New  York,  NY 

I 

83 

Bethlehem  Steel 

'Lewis  W  Foy 

[65) 

460 

1 

457 

918 

43 

5 

Somerset  County,  Pa 

Administrs 

502 

Big  Three  Industries 

Harry  K  Smith 

(68) 

315 

— 

7 

322 

54 

24 

Pittsburgh,  Pa 

Admirustr. 

568 

Black  &  Decker 

Francis  P  Lucier 

(52) 

263 

7 

4 

274 

17 

Boston,  Mass 

Marke 

575 

Blue  Bell 

L  Kimsey  Mann 

(63) 

248 

2 

21 

271 

34 

6 

La  Grange,  Ga 

Produc 

691 

Boatmen's  Bancshares 

Donald  N  Brandin 

(58) 

186 

1 

188 

24 

7 

New  York,  NY 

Ban 

19 

Boeing 

Thornton  A  Wilson 

(59| 

552 

108 

1,343 

2,002 

37 

11 

Sikeston,  Mo 

Techt 

116 

Boise  Cascade 

John  B  Fery 

(50) 

379 

416 

795 

23 

7 

Bellingham,  Wash 

Produc 

237 

Borden 

Eugene  J  Sullivan 

(59) 

396 

27 

147 

571 

34 

1 

New  York,  NY 

( 

56 

Borg-Warner 

James  F  Bere 

(57| 

399 

68 

660 

1,126 

19 

8 

Chicago,  111 

Produc 

tFor  FORBES  definitions  and  methodology  see  page  1 16.  5Succeeded  by  Bernard  C.  Trueschler,  1  1  80. 

6Succeeded  by  Vernon  R  Loucks,  Jr.,  5/8  80. 
'Succeeded  by  Donald  H.  Trautlein,  6/1 '80. 
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FORBES,  JUNE  9, 


Container  Corporation  of  America 


yoz-o-iAi  ell-?  a^h^^~^h 
Tit    u,in<./HA44_  ce-nshi^M  Aj^Umm^ 


Alfred  North  Whitehead 


The  vitality  of  thought  is  in  adventure.  Ideas  won't  keep. 

Something  must  be  done  with  them. 


Great  Ideas:  one  of  a  series    artist:  Agnes  Denes 


1"  x  14"  reprint  write:  Container  Corporation  of  America,  Communication  Dept.  FE2-199,  One  First  National  Plaza,  Chicago,  HI.  60603 


en  electric  utilities  wante 
r  cable  that  beat  all  stand; 

— •       § -..    -ZJ  _  — 

nerated  th 


it 

'  k  i 

i 

Electric  utilities  have  always  set  high  standards 
for  the  products  they  use.  Too  much  depends  on 
them  to  do  otherwise. 

Recently,  however,  leading  utilities  were  look- 
ing for  power  cable  that  would  not  just  meet 
industry  standards — but  beat  them. 

It  was  Phelps  Dodge  that  came  up  with  the 
answer:  our  new  Higher  Performance  Cable.  A 
cable  made4o  more  stringent  specifications  and 
tested  to  higher  levels  for  improved  reliability 


Unusual?  Not  at  all.  Greater  reliability  is  the 
hallmark  of  a  score  of  quality  products  we  make 
for  electric  utilities.  Copper-Nickel  condenser  tub 
for  example.  And  our  Continuously  Transposed 
Cables  of  magnet  wire  for  power  transformers. 

All  in  all  each  year,  we  turn  about  a  billion 
pounds  of  copper  into  modern,  useful  products 
for  the  utility  industry  and  others.  That's  because 
people  who  depend  on  copper  depend  on  us. 
Phelps  Dodge — the  time-tested  name  in  copper 


KpTDodgSle^Wire  Company's  15-kV  Higher  Performance  Cable  being  installed  in  Chicago  by  Commonwealth  Edison  Company. 

dodges 

300  Park  Avenue,  New  York,  NY  10022 


The  copper  people  from 
Phelps  Dodge 


We  help  process  about  one-fourth  of  a| 
the  oil  and  gas  the  world  uses  every  dc 


And  that's  being  accomplished 
by  just  one  member  of  Combus- 
tion Engineering:  C-E  Natco. 

C-E  Natco  helps  de-salt, 
de-foam,  de-water  and  do  other 
processing  needed  to  prepare 
oil  and  gas  for  the  pipeline. 

And,  besides  processing  it, 
we  also  help  drill  for  it,  extract 
it,  pump  it,  clean  it,  deliver  it 
and  refine  it. 

C-E's  Gray  Tool  Company 
pioneered  the  first  wellhead 
assembly  able  to  operate  at 
pressures  of  30,000  pounds  per 
square  inch— extending  the 
search  for  oil  and  gas  into  earth 


m 


layers  too  difficult  to  control 
before. 

C-E  Crest  has  designed 
systems  that  produce  10  million 
barrels  of  oil  a  day. 

C-E  Lurnmus  engineered 
over  30%  of  Europe's  refining 
capacity.  And  was  responsible 
for  the  design  and  construction 
of  deck  facilities  for  offshore 
platforms  in  the  North  Sea 
that  can  withstand  130-mph 
winds  and  100 -foot-high  waves. 

We  do  more  than  help  process 
oil  and  gas. 

For  more  than  65  years,  C-E 
has  been  supplying  systems, 


equipment,  technology  and 
research  to  help  produce  the 
world's  energy,  conserve  it, 
squeeze  more  uses  from  it,  and 
make  it  clean. 

For  more  information  abou 
C-E,  write  Combustion  Engi- 
neering, Inc.,  Dept.  7004-117, 
900  Long  Ridge  Road,  Stamford 
Connecticut,  USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Compar 


i    ;  <!A  t  •  i 


Who  Gets  The  Most  Ray 


Compensation  |$000) 


Options,  Years  served 


Salary  &. 

rights  & 

Contin- 

with 

as 

Business 

Company 

Chief  executive  |Age| 

bonus t 

benefitst 

gent! 

Total 

company 

chief 

Place  of  birth 

background 

Borman's 

Paul  Borman 

147) 

120 

— 

8 

127 

26 

15 

Detroit,  Mich 

Sales 

Boston  Edison 

Thomas  I  Galligan  jr 

(60) 

175 

1 

— 

176 

26 

9 

Watertown,  Mass 

Finance 

Braniff  Intl 

i\  inline  T  T  iwivnrp 

(591 

465 

22 

382 

869 

15 

15 

Perkins,  Okla 

Administration 

Bristol-Myers 

Richard  I  Gelh 

(56) 

676 

5 

141 

822 

30 

8 

New  York,  NY 

Administration 

Broadview  Financial 

Inhn  P  \t  rmrri 

(52) 

166 

166 

26 

6 

Cleveland,  Ohio 

Administration 

Brown-Forman  Dist 

W  L  Lyons  Brown  Jr 

(43) 

270 

32 

— 

302 

24 

4 

Louisville,  Ky 

Marketing 

Brown  Group 

W  L  Hadley  Griffin 

(62) 

264 

24 

123 

411 

33 

11 

Edwardsville,  111 

Legal 

Brunswick 

K  Brooks  Abernathy 

(61) 

363 

27 

303 

693 

18 

4 

Missoula,  Mont 

Finance 

Bucyrus-Erie 

IVorris  K  Ekstrorn 

(52) 

285 

6 

291 

18 

2 

Kiron,  Iowa 

Finance 

Burlington  Inds 

William  A  Klopman 

(58) 

489 

3 

106 

597 

34 

3 

New  York,  NY 

Marketing 

Burlington  Northern 

Norman  M  Lorentzsen 

(63) 

425 

87 

216 

727 

45 

2 

Horace,  ND 

Operations 

Burroughs 

Paul  S  Mirabito 

(65) 

575 

5 

112 

691 

37 

2 

New  York,  NY 

Finance 

Cabot 

RnhtTl  A  (  li'irnit* 

1541 

598 

— 

2,530 

3,127 

11 

11 

Cleveland,  Ohio 

Technical 

Caesars  World 

\\  i i  1  i  i m  \\t  1-  liif  i  lr 

l)  llllulll    IrlVL-lllVd  II 

(58) 

292 

8 

301 

7 

7 

Orange,  N( 

Investment 

California  First  Bank 

Toshio  Nagaroura 

(541 

154 

36 

4 

194 

32 

2 

Japan 

Banking 

Cameron  Iron  Works 

Myron  A  Wright 

(69) 

275 

54 

91 

420 

3 

3 

Blair,  Okla 

Administration 

Campbell  Soup 

Harold  A  Shaub 

(64) 

412 

79 

31 

523 

37 

7 

Lancaster  County,  Pa 

Production 

Campbell  Taggart 

8Rill  O  Mead 

(60) 

289 

2 

76 

367 

20 

10 

Abilene,  Tex 

Sales 

Capital  Cities  Comm 

Tn  iiniK  S  /M  iirnn  v 

ft  11 KI  Ilia  3  J    ,  '  1  11 1  LM  1  > 

(55) 

345 

29 

252 

626 

25 

13 

Brooklyn,  NY 

Administration 

Capital  Holding 

Thomas  C  Simons 

151) 

267 

13 

280 

2 

2 

Pasadena,  Cal 

Insurance 

Carnation 

H  Everett  Olson 

(73) 

315 

— 

56 

371 

49 

12 

Chicago,  111 

Finance 

Carolina  Pwr  &  Lt 

Sherwood  H  Smith  |r 

(45) 

128 

6 

4 

138 

15 

1 

Jacksonville,  Fla 

Legal 

Carter  Hawley  Hale 

Philip  M  Hawley 

(54) 

421 

7 

7 

435 

22 

3 

Portland,  Ore 

Retailing 

Castle  &  Cooke 

Donald  I  Kirrhhnff 

(55) 

328 

328 

24 

5 

St  Louis,  Mo 

Administration 

Caterpillar  Tractor 

I  pp  I    \A(ir<'  in 

(60) 

406 

118 

-5 

520 

34 

2 

Aledo,  111 

Marketing 

CBI  Industries 

Marvin  G  Mitchell 

(631 

365 

8 

321 

694 

41 

10 

Waycross,  Ga 

Sales 

CBS 

9John  D  Backe 

(47) 

732 

7 

35 

774 

7 

3 

Akron,  Ohio 

Finance 

CBT 

YYilft*r  I  Crtnnnllv  Ir 

>■  ill  11  1     f           •  '  1  1  1  1  '  '  1  1  T  fl 

174 

3 

19 

196 

19 

3 

Boston,  Mass 

Banking 

Celanese 

lnhn  O  IMarnmhpr 

(Willi    l  J    .'lilt.  (Ml  HR  1 

(52) 

490 

6 

252 

748 

7 

2 

Rochester,  NY 

Administration 

Central  &  South  West 

(65) 

234 

17 

251 

40 

14 

Portland,  Ore 

Administration 

Central  Bancorp 

Oliver  W  Birckhead 

(58) 

165 

117 

— 

282 

29 

8 

Brooklyn,  NY 

Administration 

Central  Bancshares 

Harry  B  Brock  Jr 

(54) 

186 

7 

— 

193 

9 

9 

Fort  Payne,  Ala 

Founder 

Central  Fidelity  Bks 

Alvin  R  rlpmpntt 

/III' 111  IV  V^IClllClll? 

(53) 

139 

— 

3 

142 

7 

5 

Charlottesville,  Va 

Banking 

Centl  Louisiana  Engy 

(  ,  lit'  I         o  1 1  i\ \ai  i  \r 
VjalC  L.  udllUndy 

(50) 

153 

53 

— 

206 

6 

1 

Pearsall,  Tex 

Legal 

Central  Soya 

)  <I*>L  J.  1  1  F  JUIIC3 

(65) 

262 

262 

20 

4 

De  Soto,  Mo 

Production 

Central  Tel  &  Utils 

Robert  P  Reuss 

(62) 

255 

8 

77 

341 

7 

7 

Aurora,  111 

Operations 

Centran 

John  A  Gelbach 

(62) 

250 

12 

24 

286 

24 

9 

Ellwood  City,  Pa 

Finance 

Certain-teed 

(  .'inrifl  Ant'inrt* 

VJdUllCI  .  1 11 1  <1  111  i 

(60) 

199 

— 

— 

199 

8 

1 

France 

Technical 

Cessna  Aircraft 

Rii'nM'IS  W  Mpvpr 

nU93vll    TT  1'lCYtl 

(47) 

306 

52 

359 

6 

5 

Davenport,  Iowa 

Legal 

Champion  Intl 

Andrew  C  Sigler 

(481 

516 

20 

195 

731 

23 

5 

Brooklyn,  NY 

Marketing 

Champion  Spark  Plug 

Robert  A  Stranahan  Jr 

(65) 

359 

— 

77 

436 

44 

25 

Toledo,  Ohio 

Administration 

Charter 

Raymond  K  Mason 

(53) 

293 

62 

17 

373 

28 

17 

Jacksonville,  Fla 

Founder 

Chase  Manhattan 

,2David  Rockefeller 

(65) 

578 

10 

31 

618 

34 

11 

New  York,  NY 

Banking 

Chemical  New  York 

Donald  C  Platten 

(61) 

423 

•29 

11 

464 

39 

7 

New  York,  NY 

Banking 

Chesebrough-Pond's 

Ralph  E  Ward 

(59) 

343 

94 

437 

33 

12 

Scotch  Plains,  NJ 

Marketing 

Chessie  System 

Hays  T  Watkins 

(54) 

491 

9 

500 

31 

9 

Fern  Creek,  Ky 

Finance 

Chromalloy  American 

,3Wesley  J  Barta 

(67) 

488 

17 

505 

32 

1 

Finley,  ND 

Administration 

Chrysler 

Lee  A  Iacocca 

(55) 

1,266 

120 

1,386 

1 

1 

Allentown,  Pa 

Operations 

Chubb 

William  M  Rees 

(64) 

537 

537 

42 

10 

Brooklyn,  NY 

Insurance 

Cincinnati  G  &  E 

William  H  Dickhoner 

(58) 

145 

16 

161 

39 

4 

Cincinnati,  Ohio 

Technical 

DRBES  definitions  and  methodology  see  page  1 16.  Succeeded  by  C.B.  Lane,  1/1/80. 

"Resigned,  successor  not  yet  named. 

"'Succeeded  by  Durwood  Chalker,  3/1/80. 

"Succeeded  by  Douglas  G.  Fleming,  1/1/80. 

'^Succeeded  by  Willard  C.  Butcher,  1/1/80. 
  '  ^Succeeded  by  Richard  L.  Wachtell,  1/1/80. 
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Who  GetsThe  Mostly 


Compensation  ($(XX)) 


Options, 
Salary  fti  nghts  cV  Contin- 


Years  served 


with 


as 


Companv 

Chief  executive  |Age| 

Knni  it.  t 

Kf>r»f*ti  tt  t 

UCl  111  13  1 

gent* 

Lorn  pill)  v 

I'!-!1  '  of  birth 

bac 

314 

Cincinnati  Milacron 

fames  A  Geier 

(54) 

295 

1 

189 

485 

29 

10 

Cincinnati,  Ohio 

Tei 

197 

Citicorp 

Walter  B  Wriston 

|60) 

•  535 

6 

98 

639 

34 

10 

Middletown,  Conn 

H  J 

517 

Cities  Service 

Robert  V  Sellers 

(53) 

300 

14 

314 

29 

8 

Bartlesville,  Okla 

Te. 

692 

Citizens  &  Southern  NB  Ga 

Bennett  A  Brown 

(SI) 

176 

11 

187 

25 

2 

Kingstree,  SC 

H 

oo" 

Citizens  Fidelity 

f  David  Grissom 

(41) 

187 

2 

1  AO 

7 

3 

Portsmouth,  Ohio 

9 

City  Investing 

George  T  Scharnenberger 

|61) 

729 

6 

1,850 

2,585 

14 

14 

Ridgcwood,  N| 

( )pe 

139 

Clark  Equipment 

Bert  E  Phillips 

(61) 

340 

44 

354 

737 

32 

7 

Quincy,  111 

Mai 

500 

Clark  Oil  &  Refining 

Robert  G  Reed  ID 

(52) 

324§ 

— 

— 

324 

1 

1 

Cambridge,  Mass 

Mai 

478 

Cleveland-Cliffs 

Samuel  K  Scovil 

(57) 

241 

3 

98 

341 

29 

3 

Cleveland,  Ohio 

7H7 

Cleveland  Elec  Ilium 

Robert  M  Ginn 

(56) 

166 

10 

5 

180 

3 1 

j 

Detroit,  Mich 

356 

Coastal  Corp 

Oscar  S  Wyatt  |r 

(55) 

442 

2 



443 

24 

24 

Beaumont,  Tex 

r. 

101 

Coca-Cola 

f  Paul  Austin 

(65) 

749 

53 

50 

852 

30 

13 

La  Grange,  Ca 

149 

Colgate-Palmolive 

Keith  Crane 

(59) 

443 

10 

272 

724 

43 

1 

New  Zealand 

Admims' 

245 

Colonial  Penn  Group 

fohn  I  MacWilliams 

151) 

321 

23 

215 

559 

11 

10 

Syracuse,  NY 

Adminisl 

in 

Colt  Industries 

George  A  Strichman 

(63) 

A3  1 

1  433 

•J  f  D 

7  410 

1  7 

1  7 

1  i 

Schenectady,  NY 

Adminisi 

508 

Columbia  Gas  System 

Bernard  J  Clarke 

l->9) 

300 

19 

_ 

320 

28 

4 

Philadelphia,  Pa 

Tec 

769 

Columbus  &  So  Ohio 

Ben  T  Ray 

(54) 

135 

5 



140 

29 

1 

Glouster,  Ohio 

Adminisi 

325 

"Combined  International 

Clement  Stone 

(52) 

440 

1 

27 

469 

29 

7 

Evanston,  111 

Insi 

21 

Combustion  Engnrng 

Arthur  J  Santry  fr 

(61) 

574 

1,352 

1,926 

24 

17 

Brookhne,  Mass 

/  DJ 

Commerce  Bancshrs 

lames  M  Kemper  fr 

(58) 

Q 

o 

1  JA 

33 
oo 

l  o 

Kansas  City,  Mo 

R' 

492 

Commercial  Metals 

Stanley  A  Rabin 

(42) 

300 

3 

28 

331 

10 

1 

New  York,  NY 

Administ 

518 

Commonwlth  Edison 

l4Thomas  G  Ayers 

(65) 

283 

30 



313 

42 

7 

Detroit,  Mich 

Adminisi  v 

301 

Commonwealth  Oil 

C  Howard  Hardesty  )r 

(58) 

500 

— 

— 

500 

1 

1 

Fairmont,  W  Va 

247 

Connecticut  General 

Robert  D  Kilpatrick 

(56) 

371 

186 

557 

26 

3 

Fairbanks,  La 

Insi 

Conoco 

Ralph  E  Bailey 

(56) 

jUO 

JL  1 

1  043 

1  770 

1  C 
I  D 

1 
1 

Lynnville,  Ind 

Tec. 

471 

Consolidated  Edison 

Charles  F  Luce 

J  ATI 

(62) 

216 

132 



349 

12 

12 

Platteville,  Wise 

Administ 

306 

Consolidated  Foods 

fohn  H  Bryan  fr 

(43) 

493 



493 

20 

5 

West  Point,  Miss 

Administ 

112 

Consul  Freightways 

15Raymond  F  O'Brien 

(58) 

339 

151 

320 

810 

22 

3 

Atchison,  Kan 

Fii 

623 

Consol  Natural  Gas 

George  J  Tankersley 

(59) 

220 

5 

11 

236 

13 

1 

Ruston,  La 

Administ: 

716 

Consolidated  Papers 

George  W  Mead 

(52) 

171 

171 

27 

14 

ft^ilwaukee,  Wise 

Open 

560 

Consumers  Power 

i..L..  r\  s.,ik. 
fonn  Ll  aelDy 

275 

_ 

6 

281 

5 

2 

Odebolt,  Iowa 

Tecl 

173 

Continental  Airlines 

16Robert  F  Six 

(73) 

419 



258 

677 

43 

42 

Stockton,  Cal 

Admimsn 

507 

Continental  Bank 

Roy  T  Peraino 

(52) 

175 

145 

— 

320 

22 

10 

Philadelphia,  Pa 

Fii 

272 

Continental  Corp 

fohn  B  Ricker  fr 

(62) 

372 

7 

144 

523 

41 

4 

Augusta,  Ga 

Insu 

154 

v  nil 1 1 1  n  s  1 1  d  I  v i luuu 

Robert  S  Hatfield 

(64) 

535 

177 

712 

44 

g 

Urira  NY 

MarH 

100 

Continental  Illinois 

Roger  E  Anderson 

(jo) 

557 

138 

158 

853 

33 

7 

Chicago,  111 

Bai 

321 

Continental  Tel 

Charles  Wohlstetter 

(701 

390 

29 

53 

473 

19 

8 

New  York,  NY 

Fn 

298 

Control  Data 

William  C  Norris 

(68) 

505 

— 

— 

505 

22 

22 

Red  Cloud,  Neb 

Foi 

88 

Cooper  Industries 

Robert  Cizik 

(49) 

495 

223 

164 

882 

18 

5 

Scranton,  Pa 

Fit 

641 

Adolph  Coors 

William  K  Coors 

(63) 

221 

221 

40 

19 

^olden,  Colo 

TecfJ 

270 

Corning  Glass  Works 

Amory  Houghton  fr 

[53) 

400 

28 

96 

525 

28 

16 

Corning,  NY 

Opera 

361 

Cox  Broadcasting 

Clifford  M  kirrl  mil  Ir 

[56) 

222 

218 

440 

16 

6 

Buffalo,  NY 

Fin 

131 

CPC  International 

fames  W  McKee  fr 

(57) 

455 

31 

270 

756 

33 

7 

Pittsburgh,  Pa 

Fm 

515 

Crane 

Thomas  M  Evans 

(69) 

316 

316 

21 

21 

Pittsburgh,  Pa 

Fir 

183 

Crocker  National 

Thomas  R  Wilcox 

(63) 

446 

51 

168 

666 

6 

'6 

New  York,  NY 

Bar 

587 

Crown  Central  Petrol 

Henry  A  Rosenberg  fr 

(50) 

253 

7 

260 

27 

9 

Pittsburgh,  Pa 

Admimstn 

697 

Crown  Cork  &  Seal 

fohn  F  Connelly 

(75) 

180 

4 

184 

23 

23 

Philadelphia,  Pa 

345 

Crown  Zellerbach 

Charles  R  Dahl 

(58) 

421 

15 

16 

453 

30 

10 

Brooklyn,  NY 

Produl 

243 

Crum  &  Forster 

B  P  Russell 

(60) 

355 

8 

197 

561 

38 

9 

Fort  Worth,  Tex 

Insui 

705 

Cullen/Frost  Bankers 

Thomas  C  Frost  fr 

(52) 

140 

7 

30 

176 

30 

14 

San  Antonio,  Tex 

Ban 

tFor  FORBES  definitions  and  methodology  see  page  1 16. 
l}CEO  joined  company  in  1979;  salary  data  less  than  full  year. 
"Formerly  Combined  Insurance. 


'••Succeeded  by  fames  f.  O'Connor,  3  1  80. 
^Succeeded  by  Lary  R.  Scott,  4/29/80. 
"•Succeeded  by  Aivin  L  Feldman,  2/1/80. 
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1ARRIS  technology 

>n  the   

Db        J     ■  *r"# 

semiconductors, 

arris  Corporation 
oduces  a 
ide  range  of 
tegrated  circuits, 
ith  emphasis  on 
ate-of-the-art, 
gh-performance 
lalog  and  large 
;ale  memory  and 
gital  products. 
With  low-power 
<KRR\S  CMOS 
emory  circuits, 
oducers  of 
formation  processing 

stems  can  reduce  equipment  size,  weight  and  energy 
>nsumption.  And  guarantee  data  retention  with  battery  backup. 
HARRIS  technology  works  worldwide— in  communication 
luipment,  information  systems,  government  systems, 
jmiconductors  and  printing  equipment.  For  information,  write: 
arris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  CMOS  random  access  memory  circuit  for 
Allen-Bradley  programmable  control  system 


HARRIS 

COMMUNICATION  AND 
INFORMATION  PROCESSING 


UTILITY  LINES  follow  our  excavators  wherever  the  easements  are 
drawn.  With  their  crawler  tracks  and  hydrostatic  drive,  these  machines 
climb  70-degree  slopes  and  brake  automatically  to  provide  firm 
platforms  for  digging  work.  Applying  these  and  other  capabilities,  some 
loggers  now  depend  on  these  units  as  the  primary  machines  for  their 
needs  in  mountain-road  construction.  Your  inquiries  about  our  company 
and  its  products  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


Who  GetsThe  MostRiy 


Compensation  ($000| 


Options,  Years  served 


Salary  & 

rights  & 

Contin 

with 

as 

Business 

Company 

Chief  executive  (Age) 

bonust 

benefitst 

gentt 

Total 

company 

chief 

Place  of  birth 

background 

Cummins  Engine 

Henry  B  Schacht 

(45) 

402 

26 

-24 

404 

15 

10 

Erie,  Pa 

Administration 

Cyclops 

William  H  Knoell 

(55) 

199 

62 

96 

358 

13 

7 

Pittsburgh,  Pa 

Legal 

Dana 

Gerald  B  Mitchell 

(52) 

378 

137 

2 

516 

36 

1 

Goderich,  Can 

Administration 

Dart  Industries 

Justin  Dart 

(72) 

499 

8 

33 

540 

38 

37 

Evanston,  111 

Administration 

Data  General 

Edson  D  deCastro 

(41) 

116 

116 

12 

12 

Plauifield,  NJ 

Founder 

Datapoint 

Harold  E  O'Kelley 

(55) 

283 

949 

33 

1,265 

7 

7 

Jacksonville,  Fla 

Technical 

Dayton  Power  &  Light 

Robert  E  Frazer 

(51) 

135 

— 

— 

135 

5 

2 

Detroit,  Mich 

Finance 

Dayton-Hudson 

William  A  Andres 

(53) 

556 

277 

141 

974 

21 

3 

Fayette,  Iowa 

Retailing 

Dean  Witter  Reynolds 

Andrew  J  Alelton  Jr 

(60) 

195 

9 

25 

229 

7 

1 

Bay  Shore,  NY 

Investment 

Deere 

William  A  Hewitt 

(65) 

518 

317 

835 

31 

25 

San  Francisco,  Cal 

Marketing 

Delmarva  Power  &  Lt 

Robert  D  Weimer 

(58) 

122 

— 

3 

125 

32 

6 

Pemberville,  Ohio 

Administration 

Delta  Air  Lines 

David  C  Garrett  Jr 

(57) 

465 

2 

20 

487 

33 

2 

Norris,  SC 

Operations 

Deluxe  Check  Printers 

Eugene  R  Olson 

(54) 

124 

2 

18 

144 

36 

2 

St  Paul,  Minn 

Marketing 

Deposit  Guaranty 

,7J  Herman  Hines 

(65) 

88 

8 

15 

111 

43 

5 

Jackson,  Miss 

Banking 

Detroit  Edison 

William  G  Meese 

(63) 

245 

245 

39 

8 

Rugby,  ND 

Technical 

DETROITBANK 

Rodkey  Craighead 

(63) 

228 

7 

83 

317 

34 

2 

Pittsburgh,  Pa 

Banking 

Diamond  Intl 

William  J  Koslo 

(50) 

336 

12  * 

— 

349 

25 

3 

Mt  Carmel,  Pa 

Sales 

Diamond  Shamrock 

William  H  Bricker 

(48) 

562 

15 

108 

685 

11 

3 

Detroit,  Mich 

Marketing 

Di  Giorgio 

Robert  Di  Giorgio 

(68) 

358 

2 

277 

637 

43 

14 

New  York,  NY 

Finance 

Digital  Equipment 

Kenneth  H  Olsen 

(54) 

278 

2 

23 

303 

22 

22 

Bridgeport,  Conn 

Founder 

Dillingham 

Herbert  C  Cornuelle 

(60) 

373 

33 

113 

519 

10 

3 

Cincinnati,  Ohio 

Operations 

Dillon  Companies 

Ray  E  Dillon  Jr 

(56) 

210 

— 

11 

221 

33 

17 

Hutchinson,  Kan 

Administration 

Walt  Disney 

E  (.  tirdon  Walker 

(64) 

245 

104 

15 

364 

42 

3 

Rexburg,  Ida 

Marketing 

Dominion  Bankshares 

Byron  A  Hicks 

(63) 

184 

18 

202 

34 

2 

Moneta,  Va 

Finance 

Donaldson,  Lufkin 

Richard  H  J  curette 

(51) 

288 

33 

321 

20 

6 

Raleigh,  NC 

Founder 

R  R  Donnelley  &  Sons 

Charles  W  Lake  Jr 

(62) 

377 

36 

580 

992 

34 

16 

La  Porte,  Ind 

Production 

Dover 

Thomas  C  Sutton 

(59) 

242 

55 

134 

431 

29 

16 

Longmont,  Colo 

Sales 

Dow  Chemical 

Paul  F  Oreffice 

(52) 

387 

208 

215 

809 

27 

2 

Italy 

Finance 

Dow  Jones 

Warren  H  Phillips 

(54) 

362 

182 

102 

645 

33 

5 

New  York,  NY 

Journalism 

Dravo 

Robert  Dickey  ID 

(62) 

315 

58 

33 

406 

32 

15 

Pittsburgh,  Pa 

Sales 

Dresser  Industries 

John  V  James 

(61) 

332 

291 

791 

1,414 

22 

10 

Plains  Township,  Pa 

Finance 

Duke  Power 

Carl  Horn  Jr 

(58) 

188 

2 

20 

211 

26 

9 

Rutherfordton,  NC 

Legal 

Dun  &  Bradstreet 

Harrington  Drake 

(60) 

490 

30 

814 

1,334 

32 

5 

Kansas  City,  Mo 

Marketing 

E  I  du  Pont 

Irving  S  Shapiro 

(63) 

701 

187 

—13 

875 

29 

6 

Minneapolis,  Minn 

Legal 

Duquesne  Light 

John  M  Arthur 

(57) 

162 

7 

168 

35 

11 

Pittsburgh,  Pa 

Operations 

Eastern  Air  Lines 

Frank  Borman 

(52) 

317 

26 

66 

410 

10 

4 

Gary,  Ind 

Technical 

Eastern  Gas  &  Fuel 

William  J  Pruyn 

(57) 

216 

3 

65 

284 

28 

2 

Boston,  Mass 

Finance 

Eastman  Kodak 

Walter  A  Fallon 

(62) 

604 

5 

23 

632 

38 

8 

Schenectady,  NY 

Production 

Eaton 

E  Mandell  de  Windt 

(59) 

657 

21 

14 

693 

38 

10 

Grt  Barrington,  Mass 

Operations 

lack  Eckerd 

Stewart  Turley 

(45) 

295 

44 

49 

389 

13 

5 

Mt  Sterling,  Ky 

Administration 

El  Paso 

Travis  H  Petty 

(59) 

274 

20 

42 

337 

34 

1 

Clarksville,  Tex 

Administration 

Emerson  Electric 

Charles  F  Knight 

(44) 

613 

28 

93 

734 

7 

6 

Lake  Forest,  111 

Administration 

Emhart 

T  Mitchell  Ford 

(59) 

265 

121 

3 

389 

21 

10 

Albany,  NY 

Legal 

Energy  Reserves  Group 

Richard  K  Volk 

(44) 

150 

37 

1,082 

1,269 

7 

7 

Denver,  Colo 

Technical 

Engelhard  Minerals 

Milton  F  Rosenthal 

[OuJ 

1,523 

1 

474 

1,998 

15 

15 

New  York,  NY 

Administration 

ENSERCH 

William  C  McCord 

(52) 

242 

19 

156 

417 

31 

9 

San  Antonio,  Tex 

Technical 

Equimark 

William  E  Bierer 

(50) 

150 

10 

160 

11 

1 

Uniontown,  Pa 

Banking 

Equitable  Bancorp 

Owen  Daly  II 

(55) 

143 

5 

6 

155 

15 

5 

Denver,  Colo 

Finance 

Equitable  of  Iowa 

Kenneth  R  Austin 

(60) 

126 

1 

34 

161 

32 

10 

Keosauqua,  Iowa 

Administration 

Equitable  Sav  &  Loan 

William  E  Love 

(54) 

155 

3 

2 

159 

10 

6 

Eugene,  Ore 

Legal 

ORBES  definitions  and  methodo 

ogy  see  page  1 16. 

17 

Succeeded  by  Warren 

A.  Hood,  1/1/80. 

[UNE  9,  1980 
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Who  GetsThe  Most  Riy 


Compengation  |  S(XJ(J|  • 


Options,  Years  served  A 

Salar)  <s  rights  &   Contin-     ,  with        as  1 


Rank 

Company 

Chief  executive 

Age) 

hi  must 

henefitst 

gentt 

Total 

company 

chict 

Place  (il  birth 

bad 

625 

ERC 

Stanford  Miller 

(66) 

171 

64 

235 

41 

13 

Kansas  City  ftA^o 

Ins 

135 

Esmark 

Donald  P  Kelly 

(58) 

•  666 

3 

76 

745 

26 

2 

Chicago,  111 

F 

421 

Ethyl 

Floyd  I)  Gottwald  (r 

(57) 

363 

24 

386 

37 

10 

Richmond,  Va 

Admmis 

315 

Evans  Products 

Monford  A  OrlofJ 

(66) 

484 

— 

— 

484 

22 

17 

Omaha,  Neb 

347 

Ex-Cell-0 

Edward  1  Giblin 

(62) 

415 

37 

452 

26 

8 

New  York,  NY 

1 

24 

Exxon 

Clifton  C  Garvin  Jr 

1581 

830 

148 

843 

1,821 

33 

4 

Portsmouth  Va 

Tec 

771 

Farm  it*;  f.ronn 

1  ill  IIH  1  ^    VI  1  WUU 

Richard  G  Lindsley 

1581 

139 

139 

29 

1 

M  inncannln.   M  i  n  n 

•Mill  P  1    .  1  J  "  1  1  1           1  V  1  1  1  1  1  1 

801 

Fed-Mart 

'"Hugo  Mann 

(66) 

0 

0 

5 

4 

Germany 

Re 

640 

Fedl  Natl  Mortgage 

A  Oakley  Hunter 

(64) 

175 

9 

37 

221 

10 

10 

Los  Angeles,  Cal 

201 

Federated  Dept  Stores 

Ralph  Lazarus 

(66) 

450 

41 

140 

631 

45 

12 

Columbus,  Ohio 

Adminisi 

589 

Fidelcor 

Raymond  J  Dempsey 

(451 

196 

26 

38 

260 

1 

1 

Yonkers,  NY 

%i 

637 

Fidelity  Financial 

Adolph  C  Meyer  Jr 

(55) 

206 

16 

222 

17 

1 1 

Oakland,  Cal 

581 

Fidelity  Union  Bncp 

C  Malcolm  Davis 

(61) 

228 

40 

268 

24 

10 

Roslyn,  NY 

B.i 

763 

Fin  Cp  Santa  Barbara 

David  L  Tilton 

(53) 

140 

2 

— 

142 

28 

14 

Santa  Barbara,  Cal 

Fi 

566 

Financial  Federation 

Edward  L  Johnson 

(70) 

193 

83 

— 

276 

20 

20 

Chicago,  111 

Fi 

793 

Financial  General 

1  William  Middendorf  II 

(55) 

1 10 

5 

115 

3 

3 

Baltimore  Md 

Fi 

299 

Firestone 

Richard  A  Riley 

[641 

489 

14 

503 

40 

6 

Fall  River,  Mass 

Adm  l  nist 

630 

First  Alabama  Bshs 

Frank  A  Plummer 

(68) 

183 

25 

19 

228 

15 

9 

Richland,  NY 

Fi 

750 

First  American  Bank 

James  H  Duncan 

(55| 

153 

- 

— 

153 

30 

10 

Madison,  Wise 

Ba 

752 

First  Amtenn 

Kenneth  L  Roberts 

(47) 

150 

1 

— 

151 

4 

3 

Dungannon,  Va 

Ba 

676 

First  &  Merchants 

C  Coleman  McGehee 

(55) 

187 

10 

197 

31 

6 

Franklin  Va 

Ba 

534 

First  Atlanta 

Thomas  R  Williams 

(511 

231 

42 

25 

298 

7 

4 

Atlanta  Ga 

Ba 

441 

First  Bank  System 

Donald  R  Grangaard 

(61) 

339 

33 

373 

41 

11 

Rothsay,  Minn 

Administi 

254 

First  Boston 

George  L  Shinn 

(57) 

325 

— 

216 

541 

5 

5 

Newark,  Ohio 

Administi 

656 

First  Charter  Finl 

S  Mark  Taper 

(78) 

209 

— 

— 

210 

25 

25 

England 

Fo 

530 

First  Chicago 

'**A  Robert  Abboud 

(511 

298 

3 

301 

21 

4 

Boston  Mass 

Ba 

424 

First  City  Bancorp 

James  A  Elkins  Jr 

161) 

332 

14 

38 

384 

38 

17 

Galveston  Tex 

Ba 

761 

First  Empire  State 

Claude  F  Shuchter 

(57) 

133 

13 

146 

21 

3 

Chicago,  III 

Ba: 

800 

First  Florida  Banks 

Chester  H  Ferguson 

(71) 

2t 

— 

— 

It 

8 

8 

Americus,  Ga 

501 

First  Hawaiian 

John  D  Bellinger 

(57) 

208 

7 

108 

323 

38 

10 

Honolulu,  Haw 

Bai 

264 

First  Intl  Bshs 

Robert  H  Stewart  III 

1541 

364 

14 

153 

532 

29 

20 

Dallas  Tex 

Fir 

680 

First  Kentucky  Natl 

A  Stevens  Miles 

(50) 

188 

7 

195 

26 

5 

Louisville,  Ky 

Bai 

659 

First  Maryland  Bncp 

J  Owen  Cole 

(51) 

180 

26 

207 

23 

6 

Rutherfordton,  NC 

Admimstr 

729 

First  Natl  Bancorp 

Theodore  D  Brown 

(58) 

154 

3 

7 

165 

10 

3 

Denver,  Colo 

Bar 

430 

First  Natl  Boston 

Richard  D  Hill 

(60) 

294 

25 

60 

379 

34 

8 

Salem,  Mass 

Bait 

700 

First  Natl  Charter 

Gordon  E  Wells 

(521 

181 

181 

28 

3 

Hamburg,  Iowa 

Bar 

668 

First  National  Cine 

William  N  Liggett 

(631 

180 

20 

200 

32 

9 

Ripley  Ohio 

Fin 

717 

First  Natl  State  Bcp 

Robert  R  Ferguson  Jr 

(56) 

170 

170 

30 

7 

Savannah,  Ga 

Fir 

745 

First  Natl  Supermkts 

Richard  J  Bogomolny 

(45| 

155 

1 

— 

156 

7 

5 

Cleveland,  Ohio 

1 

798 

First  Oklahoma  Bncp 

Charles  A  Vose 

(79) 

77 

— 

5 

82 

59 

21 

Clinton,  Iowa 

Fin 

707 

First  Pennsylvania 

f  ,rnr"i'  A  KutliT 

vJvvlbt   /  V    HUlll  1 

(521 

168 

7 

175 

30 

1 

Westmont  N) 

Bar 

633 

First  Spniritv 

1  1191  JCLUUlt 

VJCUl  EC     '    l  11  11  ' 

'80) 

227 

227 

58 

34 

Fou 

514 

First  Tennessee  Natl 

Ronald  A  Terry 

(49) 

220 

97 

316 

23 

6 

Memphis,  Tenn 

Ban 

571 

First  Union  Bancorp 

Clarence  C  Barksdale 

(48) 

264 

8 

272 

21 

2 

St  Louis,  Mo 

Ban 

557 

First  Union 

C  Clifford  Cameron 

(60) 

209 

24 

50 

283 

16 

1*3 

Meridian,  Miss 

Ban 

698 

First  United  Bancorp 

Paul  W  Mason 

(59] 

175 

8 

183 

18 

10 

Wichita,  Kan 

Ban 

732 

First  Virginia  Banks 

Thomas  K  Malone  Jr 

(60) 

159 

5 

164 

29 

1 

Burlington,  Vt 

Ban 

696 

First  Wisconsin 

Hal  C  Kuehl 

(57) 

169 

14 

1 

185 

33 

2 

Davenport,  Iowa 

Ban 

572 

Fisher  Foods 

ttDominick  DiMatteo  Jr 

(62) 

260 

12 

272 

55 

1 

Chicago,  111 

Reta; 

664 

Flagship  Banks 

Philip  F  Searle 

(55) 

165 

28 

13 

205 

5 

5 

Geneva,  Ohio 

Administra 

tFor  FORBES  definitions  and  methodology  see  page  1 16.  18Mr.  Mann  as  Trustee  for  Mann  GmbH  beneficially  owns  68%  of 

tDirector's  fees  only;  excludes  fees  paid  to  law  firm  of  which  Mr.  Ferguson  is  a  partner  the  common  stock.  To  be  succeeded  as  CEO  of  Fed-Mart  by  Heinz  L 
ttShares  "Office  of  the  President"  with  R.G.  Everett  and  C.  Fazio.  Gundlach,  3  26/80. 

'To  be  replaced  by  unnamed  successor. 
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ice  1973,  more  than  35.9 
lion  aluminum  cans  have 
en  collected  and  over  284 
II ion  dollars  paid  to 
Hectors. 

ading  the  way  are  beverage 
tributors  across  the  country 
o  realize  that  recycling 
)vides  them  with  a  good 


community  relations  program 
plus  profit  opportunities  based 
on  the  scrap  value  of  aluminum. 

Recycling  saves  95  percent  of 
the  energy  needed  to  make 
new  metal  from  ore.  At  Alcoa® 
recycled  metal  is  made  into 
sheet  for  more  light,  clean  and 
convenient,  fast  chilling  cans. 


Recycling  is  one  good  idea  that 
works.  And  it's  working  even 
better,  each  and  every  year. 

For  more  information,  write 
Aluminum  Company  of 
America,  446-F  Alcoa  Building, 
Pittsburgh,  PA  15219. 

"Alcoa  estimate 


 Today,  

Americans 
are  recycling 
_six  times  as 


*  9,400,000,000  cans 
collected  in  1979 


I 


many  aluminum 
cans  as  we  were 

in  1973. 


6,100,000,000  cans 
collected  in  1977     j  m 


3,955,000,000  cans 
collected  in  1975 


1,546,000,000  cans 
collected  in  1973 


IJU 


We  can't  wait  for  tomorrow. 


ES  ALCOA 


c  Eastman  Kodak  Company.  1980 


Sure,  copiers  jam.  But  the  question  is,  how 
often?  And  how  seriously?  If  it  happens  a  lot,  takes  a 
long  time  to  correct,  and  gets  people's  hands  dirty, 
there  may  be  something  lacking  in  the  basic  design. 

Kodak  copiers,  people  say,  are  uncom- 
monly easy  to  live  with.  Because  they're  so  well  de- 
signed. A  straight-line  paper  path  minimizes  the 
chance  of  a  jam.  And  makes  it  easy  to  clear,  quickly 
and  cleanly,  when  it  does  happen. 

May  we  demonstrate? 

Write:  Eastman  Kodak  Company, 
CD0370,  Rochester,  N  Y  14650. 

Kodak  copiers.  A  jam  is  easy  to  fix, 
but  you  seldom  have  to. 


1880  1980 
JK  100-year  §tart  on  tomorrov/" 


Kodak  Ektaprint  1 0OPS  copier-duplicator 


Who  Gets  The  Most  Pay 


Compensation  |$000| 


Options,  Years  served 


Salary  & 

rights 

Contin- 

Business 

Company 

Chief  executive 

Age| 

bonus t 

benefits! 

gent  t 

Total 

company 

chief 

Place  of  birth 

background 

Fleming  Companies 

Richard  D  Harrison 

t^7\ 

0  C  A 

Zoo 

Q  1 
iS  1 

3  7 

OA 
ZO 

1  A 
14 

oait  LaKe  v^ity,  uuin 

Legal 

Flickinger 

Robert  F  Norris 

[Do  J 

1  0 

1  z 

7 

1 

c 

D 

/Vlullinville,  Kan 

Administration 

Florida  Natl  Banks 

John  H  Manry  Jr 

[  Do ) 

l  l  ^ 

1  ID 

1 

1  1  A 

C 
D 

Miami,  Fla 

Banking 

Florida  Power 

Andrew  H  Hines  }r 

(57) 

151 

7 

158 

28 

7 

Lake  City,  Fla 

Technical 

Florida  Power  &  Lt 

Marshall  McDonald 

(62) 

230 

2 

161 

393 

8 

8 

Memphis,  Tenn 

Finance 

Fluor 

1  Robert  Fluor 

/  ^ftl 

|  r»o  J 

aiu 

V  ID 

14 1 

1,695 

1  A 

D4 

1  z 

Santa  Ana,  Cal 

Finance 

nuucii  n  ividiuii 

(S3) 

479 

oo^ 
zyD 

774 

07 

LI 

Q 
o 

Boston,  Mass 

Operations 

Food  Fair 

Grant  C  Gentry 

/  QA1 
( DOJ 

4DU 

1 

1 

1 
1 

Chicago,  111 

Legal 

Ford  Motor 

Philip  Caldwell 

(60) 

620 

13 

74 

707 

27 

1 

Bourneville,  Ohio 

Administration 

Foremost-McKesson 

Thomas  E  Drohan 

(52) 

327 

70 

11 

407 

18 

2 

Newton,  Mass 

Operations 

Fort  Howard  Paper 

■  dill  |  tCI1H.1I 

(451 

ooi 
— <  > 

77 

1  A 
1  4 

071 

Z/  1 

1  A 

D 

Neenan,  Wise 

Legal 

Foster  Wheeler 

Frank  A  Lee 

( DOJ 

0  CLA 

1  □ 

i  y 

i  nn 

D/4 

ZU 

n 

y 

Greenville,  Pa 

Technical 

Freeport  Minerals 

Paul  W  Douglas 

K71 

AH  7 
4UD 

QA 

1  fi.AA 
1  ,(144 

Z,  1 D I 

0  7 

LI 

4 

Springfield,  Mass 

Marketing 

Fniehauf 

Robert  D  Rowan 

(58) 

440* 

80 

9 

529 

24 

6 

Holland,  Mich 

Finance 

Fuqua  Industries 

John  B  Fuqua 

(62) 

948 

18 

1 

967 

14 

14 

Prince  Edw  Cnty,  Va 

Founder 

UAr 

Jesse  Werner 

/  All 
|OD ) 

77G 

d  f  y 

1 
1 

1  7  1 

ID  1 

£  1  0 
D  1Z 

4  1 

1  ft 

1  o 

1NCW  lOrK,  IN  I 

Technical 

Gamble-Skogmo 

Wsynt  E  Matschullat 

(63) 

276 

61 

1 16 

*?  jj 

7 

i 

2 

Page,  Neb 

Retailing 

Gannett 

A  linn  I -I    M  i.  ■  i  1-. -i  r  1  li 

1 

7Q 

1  ^7 

ID/ 

All 
OD  i 

1  7 

1  / 

7 

/ 

Eureka,  SD 

Journalism 

GATX 

fames  J  Glasser 

(46) 

260 

30 

8 

298 

i9 

l 

Chicago,  111 

Legal 

GEICO 

John  J  Byrne 

(47) 

787 

3 

5 

795 

* 

4 

Patcrson,  NJ 

Insurance 

General  American  Oil 

William  P  Barnes 

/  Afll 
|OUJ 

1  Afl 

0  "X 
ZD 

1  (11 

loo 

0  7 

LI 

z 

Marlin,  Tex 

Legal 

General  Dynamics 

David  S  Lewis 

( OZ  J 

7A7 

T 

Z 

i^n 

DDU 

71  (; 

/  ID 

o 
y 

o 
y 

N  Augusta,  SC 

Administration 

General  Electric 

Reginald  H  Jones 

I  OZ  J 

yuu 

1  Aft 
1  Oo 

1  HAG 

4U 

7 

England 

Operations 

General  Foods 

James  L  Ferguson 

(54) 

485 

32 

9 

527 

17 

6 

Evanston,  111 

Marketing 

General  Instrument 

Frank  G  Hickey 

(52) 

506 

1,700 

2,206 

15 

5 

Stevens  Pt,  Wise 

Marketing 

General  Mil's 

E  Robert  Kinney 

/  A71 

AQ7 

4y  / 

on 
zu 

C  1 

D  1 

DOO 

0  1 
Z  1 

4 

Buninam,  Mc 

Administration 

General  Motors 

Thomas  A  Murphy 

OA0 

y4z 

zz 

0A4 
V04 

/10 
4Z 

c 

D 

T4r»rn^ll  MV 

norriLii,  in  i 

Finance 

General  Public  Utils 

William  G  Kuhns 

/  ^ftl 

0  77 

i  n 

1U 

0/17 
Z4/ 

0/1 
Z4 

1  7 
ID 

Milwaukee,  )A'isc 

Finance 

General  Reinsurance 

Harold  J  Hudson  Jr 

(56) 

474 

474 

24 

9 

Kansas  City,  Mo 

Legal 

General  Signal 

Nathan  R  Owen 

(61) 

499 

230 

— 

729 

19 

18 

Burnt  Hills,  NY 

Technical 

General  Tel  &  Elec 

Theodore  F  Brophy 

/  C  71 
|D/ J 

4UD 

1  oo 
loo 

coo 
DVz 

00 

zz 

4 

1NCW  IOiK,  IN  I 

Legal 

v » l  mi  lire  is.  Kuooer 

ivncnaei  \*  kj  i\en 

/  ^ftl 

700 
DZZ 

O 

D 

711 
DDI 

74 
D4 

on 
zu 

Akron,  Ohio 

Admi  nistration 

Genesco 

John  L  Hanigan 

/  AO  \ 

DZD 

OQ 
ZO 

1C1 
DDd 

7 

D 

7 
D 

iNew  iorK,  in  i 

Production 

Genuine  Parts 

Wilton  D  Looney 

(61) 

216 

12 

228 

41 

18 

Vanna,  Ga 

Operations 

Georgia-Pacific 

Robert  E  Flowerree 

(59) 

449 

133 

129 

711 

28 

3 

New  Orleans,  La 

Operations 

oetty  uu 

Harold  r.  i>crg 

/  A£\ 

£/1  ft 
D4o 

Al 
4Z 

con 

D  VU 

A  1 

7 

D 

Stilwell,  Kan 

Technical 

Giant  Food 

Israel  Cohen 

{ A7I 
[0/  J 

inn 
DUU 

/C 

O 

AO 

oy 

17/1 
D/4 

44 

Z 

Israel 

Founder 

Gibraltar  Financial 

Herbert  J  Young 

(40  J 

1  7A 
I/O 

t  7A 

I/O 

07 

LI 

1  1 
1  1 

Los  Angeles,  Cal 

Administration 

Gillette 

Colman  M  Mockler  |r 

(50) 

349 

3 

45 

397 

22 

5 

St  Louis,  Mo 

Finance 

Girard 

William  B  Eagleson  Jr 

(54) 

244 

22 

266 

28 

5 

Philadelphia,  Pa 

Finance 

CjK  Technologies 

Robert  P  Jensen 

4 1 

1 ,4  /D 

7 

7 

f^rii,"i(Tr\  11 
V_illLtigO,  111 

[  'ft chnip-il 
ICCllIllLdl 

Golden  West  Finl 

Herbert  M  Sandler 

|40 ) 

1  70 

1  /U 

1  A 
1  O 

1  A 
I O 

INew  r otk,  in  i 

Founder 

B  F  Goodrich 

John  D  Ong 

MAI 

c 
3 

4UD 

i  y 

1 
1 

Ulrichsville,  Ohio 

Legal 

Goodyear 

Charles  J  Pilliod  Jr 

(61) 

491 

20 

71 

583 

39 

6 

Cuyahoga  Falls,  Ohio 

Sales 

Gould 

William  T  Ylvisaker 

(56) 

461 

886 

43 

1,391 

12 

12 

St  Paul,  Minn 

Administration 

W  R  Grace 

J  Peter  Grace- 

(67) 

600 

38 

981 

1,619 

43 

34 

Manhasset,  NY 

Finance 

W  W  Grainger 

David  W  Grainger 

(52) 

253 

2 

33 

287 

30 

6 

Chicago,  111 

Administration 

Great  Atl  &  Pac  Tea 

2"Jonathan  L  Scott 

(50) 

406 

2 

22 

430 

5 

5 

Nampa,  Ida 

Administration 

Gt  Northern  Nekoosa 

Robert  Hellendaie 

(62) 

294 

43 

17 

354 

26 

1 

New  York,  NY 

Legal 

Gt  Western  Financial 

James  F  Montgomery 

(45) 

285 

63 

9 

358 

4 

1 

Topeka,  Kan 

Finance 

3RBE.S  definitions  and  methodology  see  page  1 16.  20Succeeded  by  lames  Wood,  4/29/80. 
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Who  GetsThe  Most  Ray 


Compensation  (S<X1(I| 


R.mk 


Company 


chief  executive  (Age| 


Options, 
Salary  &  rights  &  Contin- 
bonust    benefitst     gentt  Total 


Years  served 
with  as 
company  chief 


Place  of  birth 


hac 


354  Greyhound 

519  Grumman 

177  Gulf  &  Western  Inds 

65  Gulf  Oil 

657  Gulf  States  Utils 


Gerald  H  Trautman 
John  C  Bierwirth 
Charles  G  Bluhdorn 
ferry  McAfee 
W  Dunham  Crawfurd 


67) 
56) 
53) 
63) 
571 


342  6 

263  — 

445  224 

403  164 


190 


13 


99  447 

50  313 

4  674 
460  1,028 

5  209 


34  14 

7  5 

24  24 

35  4 
2  2 


Pctoskcy,  Mich 
Lawrence,  NY 
Austria 
Port  Arthur,  Tex 
Little  Rock,  Ark 


I 

F 

Opt] 
Admini 


6 
}] 
495 
198 

573 


Gulf  United 
Halliburton 
H^mmermill  Paper 
Hanna  Mining 
Harris  Bankcurp 


E  Grant  Fitts 
|ohn  P  Harbin 
Albert  F  Duval 
Robert  F  Anderson 
Charles  M  Bliss 


64) 
62) 
59) 
59) 
58) 


450 
563 
261 
450 
246 


2,213  498  3,160 

864  180  1,607 

6 1  7  329 

132  56  638 


26 


272 


12  12 

31  8 

20  9 

33  1 

36  2 


Montcvallo,  Ala 
Waxahachic,  Tex 
Holyoke,  Mass 
Hibbmg,  Minn 
Evanston,  111 


F 

Mai 
Prod 
B 


109 
416 

627 
124 

579 


Harris  Curp 
Harscu 
Hartford  Natl 
H  |  Heinz 
Walter  E  Heller  Intl 


Inseph  A  Boyd 
Jeffrey  |  Burdge 
Robert  L  Newell 
Anthony  |  F  O'Reilly 
Franklin  A  Cole 


59) 
58) 
57) 
44) 
54) 


462 
252 
175 
586 
265 


172 
45 
5 
29 
4 


197 
94 
51 

163 


830 
391 
231 

779 
269 


18 
26 
34 
13 
17 


Oscar,  Ky 
England 
Hartford,  Conn 
Ireland 
Park  Falls,  Wise 


Tec 
F 
B 


758 
246 
455 
188 
178 


Helmerich  &  Payne 
Hercules 
Hershey  Foods 
Heublein 
Hewlett-Packard 


Walter  H  Helmerich  ID 
Alexander  F  Giacco 
William  E  C  Dearden 
Stuart  D  Watson 
John  A  Young 


57) 
60) 
57) 
63) 
48) 


135 
504 
288 
644 
306 


7 
12 

2 

153 


42 

75 

214 


148 

558 
364 
647 
672 


31 
38 
22 
13 
21 


20 
2 
4 

12 

2 


Tulsa,  Okla 
Italy 

Philadelphia,  Pa 
Decatur,  111 
Nampa,  Ida 


Admmisl 
Tee 

Mar 

Tec 


417 
355 
584 
78 
450 


Hilton  Hotels 
Holiday  Inns 
Homestake  Mining 
Honeywell 
George  A  Hormel 


Barron  Hilton 
Roy  E  Winegardner 
Harry  M  Conger 
Edson  W  Spencer 
Ira  J  Holton 


52) 
59) 
49) 
54) 
60| 


369 
322 
189 
513 
365 


9 
3 
1 

148 

1 


1  1  390 

122  447 

75  264 

286  947 

—  366 


25 
6 
4 
25 
33 


14 

1 
1 

5 


Dallas,  Tex 
Springfield,  Mo 
Seattle,  Wash 
Chicago,  111 
Cedar  Rapids,  Iowa 


Adnunis 
Administ 
Tec 


410 

695 
104 
626 
205 


Hospital  Corp  of  Am     Donald  S  MacNaughton 


Hospital  Trust 
Household  Finance 
Houston  Industries 
Houston  Natural  Gas 


Henry  S  Woodbridge  )r 
Gilbert  R  Ellis 
Don  D  |ordan 
Robert  R  Herring 


62) 
51) 
64| 
48) 
59) 


400 
185 
517 
200 
364 


1 

328 
24 
256 


—  400 

—  185 

—  845 
7  231 
7  627 


25 
45 
23 
16 


1 

5 
7 
3 
12 


Sehneetady,  NY 
Boston,  Mass 
Powersville,  Mo 
Corpus  Christi,  Tex 
Childress,  Tex 


Inst 
Fi 

( )pc  r 
Ted 


189 

754 
203 
27 
564 


Houston  Oil  &  Min 
Howard  lohnsou 
Hughes  Tool 
Humana 
Huntington  Bshs 


F  Fox  Benton  Jr 
Howard  B  Juhnsun 
fames  R  Lesch 
David  A  Jones 
Arthur  D  Herrmann 


41) 
47) 
58) 
48) 
53) 


238 
150 
360 
451 
250 


375 

158 
1,282 


33  647 

—  150 

111  629 

5  1,738 

27  277 


13 
25 
33 
18 
29 


16 
1 

18 
4 


Houston,  Tex 
Boston,  Mass 
Apache,  Okla 
Louisville,  Ky 
Louisville,  Ky 


Fi 

Administ: 
Administ 
Fo 
Ba 


334 
407 
137 
711 
510 


E  F  Hutton  Group 
Hyster 
IC  Industries 
Idaho  First  Natl  Bk 
Ideal  Basic  Inds 


Robert  M  Fomon 
William  H  Kilkenny 
William  B  Johnson 
Thomas  C  Frye 
John  A  Love 


55) 
61) 
61) 
61) 
63) 


435 
268 
543 
173 
211 


3 
1 1 

109 


20 
123 
91 

95 


458 
403 
743 
173 
318 


29 
33 
14 
42 
6 


9 
5 
14 
10 


Chicago,  111 
Portland,  Ore 
Salisbury,  Md 
Ontario,  Ore 
Gibson  City,  111 


Invest 
Marl* 


Bai 


722  Illinois  Power 

799  Imperial  Corp  of  Am 

190  INA 

708  Indiana  National 

537  Industrial  National 


Wendell  J  Kelley 
J1G  Kenneth  Handley 
Ralph  S  Saul 
Thomas  W  Binfurd 
Juhn  J  Cummings  Jr 


54) 
74) 
58) 
56) 
57) 


159 
56§ 
451 
160 
233 


6  167 
65 

192  647 
13  174 
58  296 


30 


4 

33 


13 


4 

.9 


Champaign,  111  Tech 

Salt  Lake  City,  Utah  Invest! 
Brooklyn,  NY 

Indianapolis,  Ind  Administr 

Providence,  RI  Fi 


654 
125 
337 
513 
350 


Indust  Valley  Bank 
Ingersull-Rand 
Inland  Steel 
Intel 
Intercu 


"Richard  W  Havens 
William  L  Wearly 
Frederick  G  Jaicks 
Gurdun  E  Muure 
William  L  Edwards  Jr 


59) 
64) 
61) 
51) 
61) 


201 
757 
448 
304 
375 


7  3 

—  20 

—  10 

—  13 

—  75 


211 

777 
458 
317 
450 


26 
17 
39 
11 
10 


26 
12 


Philadelphia,  Pa 
Warren,  Ind 
Chicago,  111 
San  Francisco,  Cal 
Pittsburgh,  Pa 


Pi: 


tFot  FORBES  definitions  and  methodology  see  page  1 16. 
S)CEO  joined  company  in  1979;  salary  data  less  than  full  year. 


: 'Succeeded  by  James  A.  Coles,  5/5/80. 
—Succeeded  by  Joseph  A  Gallagher,  M  80 
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One  of  these  drivers  had  a 
head-on  collision  and  walked  away 

without  a  scratch. 


"I'm  Dr.  Arnold  Arms,  the  man  on  the  left.  In  1975, 
Dve  one  of  the  American  cars  equipped  with 
Dag  restraint  systems  being  tested  in  this  country. 
J  p.m.  on  October  7, 1  left  my  office  to  make  a  house 
and  never  made  it.  I  had  a  head-on  collision  with 
ty  bus.  I  was  travelling  at  about  25  miles  an  hour. 

"I  recall  very  well  what  happened.  The  air  bag 
d  in  front  of  the  steering  wheel  and  deflated  right 
\y.  I  could  see  I  was  alive.  I  could  see  that  I  had 
broken  bones.  To  my  surprise,  I  didn't  even  have 
3adache  or  whiplash  injury.  I  was  able  to  walk  away 
n  the  crash." Arnold  V.  Arms,  M.D.,  Kansas  City,  MO 

In  1979,  25  million  drivers  and  passengers  were 
red  in  car  accidents;  27000  died.  The  cost  of  hospi- 
ind  medical  treatment  for  auto  injuries  was  astro- 
lical.  And  with  inflation  continuing  to  spiral,  these 
ts  continue  to  soar. 

Many  deaths  and  injuries  could  be  prevented  if 
iple  would  use  seat  belts  and  shoulder  harnesses, 
ch  are  standard  equipment  in  all  new  cars.  Unfortu- 
3ly,  fewer  than  20%  of  all  automobile  occupants  use 
r  seat  belts. 

A  federal  standard  requires  that  all  full-size  1982- 
jel  cars  automatically  protect  front  seat  occupants 
n  serious  injury  in  crashes  up  to  30  mph. 

The  auto  industry  has  proven  technology  to  meet 
se  new  federal  requirements.  Safety  belts  that  auto- 
tically  restrain  you  is  one  approach.  The  air  bag 
:raint  system  is  another. 


Extensive  testing  has  proven  that  air  bags  can 
absorb  the  impact  forces  in  head-on  and  front-angle 
crashes,  with  a  cushioning  effect  that  dramatically 
reduces  serious  injury.  Research  has  shown  that  air 
bag  protection  can  reduce  the  frequency  of  head, 
face,  neck  and  torso  injuries  by  as  much  as  40%.  And 
the  cost  is  less  than  many  car  stereo  systems. 

Air  bag  protection  is  automatic.  No  initiative  is 
needed  from  the  occupant.  However,  manual  lap  belts 
will  still  be  provided  for  those  who  desire  additional 
protection  in  other  than  front-angle  crashes. 

If  there  are  fewer  injuries,  there  will  be  less  medi- 
cal, hospital  and  legal  expenses.  And  we  will  be  better 
able  to  keep  the  cost  of  your  auto  insurance  at  a  rea- 
sonable, affordable  level. 

Here's  what  we're  doing  to  control  costs: 

■  Working  through  the  Insurance  Institute  for  Highway 
Safety  to  make  cars  more  crash  resistant  and  high- 
ways safer. 

■  Lowering  premiums  for  cars  with  air  bag  or  auto- 
matic seat  belt  restraint  systems. 

■  Asking  for  stricter  enforcement  of  the  55  mph  speed 
limit. 

■  Encouraging  increased  use  of  safety  belts. 

Here's  what  you  can  do: 

■  Use  your  seat  belt  regularly. 

■  Work  in  your  community  to  make  sure  speed  laws 
are  enforced. 

■  Don't  drink  if  you're  going  to  drive. 


Affordable  insurance  is  our  business—and  yours. 

This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  New  York  10038. 


Who  GetsThe  Most  fiiy 


Compensation  ($000| 

Options, 

Years  served 

Salary  & 

rights  & 

Contin- 

with 

as 

Rank 

Company 

Chief  executive  (Age| 

bonust 

benefitst 

gent* 

Total 

company 

chief 

Place  of  birth 

ba 

295 

1  n  t  er  1  .i  k  t 

Reynold  C  MacDonald 

(61) 

337 

38 

132 

506 

13 

11 

Killincfc  Mdnt 

(  In, 

81 

IBM 

Frank  T  Cary 

(59) 

698 

230 



928 

32 

7 

Gooding,  Ida 

Ml 

456 

Intl  Flavors  &  Frag 

Henry  G  Walter  Jr 

(69) 

354 

9 



363 

17 

17 

New  York,  NY 

57 

Intl  Harvester 

Archie  R  McCardell 

(53) 

845 

24 

255 

1,125 

2 

2 

Hazel  Park,  Mich 

115 

Intl  Minerals  &  Chcm 

Richard  A  Lenon 

(59) 

499 

34 

261 

795 

12 

9 

Lansing,  Mich 

370 

Hill  IT1U    i  1!    i  ll  i 

William  G  Phillips 

(60) 

401 

25 

9 

434 

11 

11 

l^lCVCldJlCl,  UlllO 

144 

International  Paper 

Edwin  A  Gee 

(60) 

490 

69 

173 

732 

2 

1 

Washington,  DC 

Ti: 

119 

Intl  Tel  &  Tel 

Rand  V  Araskog 

(49) 

695 

14 

85 

794 

14 

1 

Fergus  Falls,  Minn 

Admini: 

96 

InterNorth 

"Willis  A  Strauss 

(58) 

405 

58 

397 

861 

31 

13 

Omaha,  Neb 

A  t 

588 

Iowa  Beef  Processors 

24J  Fred  Haigler 

(68) 

248 

4 

9 

260 

18 

8 

Creston,  Iowa 

'  I 

279 

Irving  Bank 

Gordon  T  Wallis 

(60) 

518 

518 

39 

9 

Salt  Lake  City  Utah 

1 

1 

85 

IU  International 

John  M  Seabrook 

(63) 

674 

179 

52 

905 

20 

13 

Seabrook,  NJ 

543 

Jefferson-Pilot 

W  Roger  Soles 

(59) 

245 

46 



290 

33 

12 

Whiteville,  NC 

■ 

377 

lewel  Companies  Weston  R  Christopherson 

(55) 

285 

31 

1 12 

429 

29 

1 

Walum,  ND 

I 

324 

Jim  Walter 

James  W  Walter 

(57) 

443 

— 

27 

469 

34 

34 

Lewes,  Del 

R 

353 

Johns-Manville 

John  A  McKinney 

(56) 

379 

13 

58 

450 

28 

3 

Hi inttvillp  TIpy 

l  1  U  1  i  i  s  »  1  1  .  .  1 

\ 

128 

Johnson  &  Johnson 

James  E  Burke 

(55) 

528 

118 

126 

772 

27 

3 

Rutland,  Vt 

Ma 

319 

Johnson  Controls 

Fred  L  Brengel 

(57) 

361 

33 

82 

475 

32 

13 

Hicksville,  NY 

439 

Joy  Manufacturing 

lames  W  Wilcock 

(62) 

304 

4 

65 

373 

14 

12 

Dayton,  Ohio 

Ma 

323 

K  mart 

"Robert  E  Dewar 

(57) 

465 

6 

— 

471 

31 

8 

Traverse  City,  Mich 

76 

Kaiser  Alum  &  Chem 

Cornell  C  Maier 

(55) 

550 

413 

963 

30 

7 

XICIILIU,  JLy 

Ope 

597 

Kaiser  Steel 

Edgar  F  Kaiser  Jr 

(37) 

178 

70 

8 

256 

13 

1 

Portland,  Ore 

Adminis 

174 

Kaneb  Services 

James  R  Whatley 

(54) 

281 



395 

676 

25 

13 

Pittsburg,  Tex 

Admims 

433 

Kellogg 

William  E  LaMothe 

(53) 

363 

4 

9 

375 

29 

1 

Brooklyn,  NY 

Mai 

744 

Kemper 

Joseph  E  Luecke 

(53) 

151 

5 

— 

156 

28 

1 

Philadelphia,  Pa 

Ins 

48 

Kennecott 

Thomas  D  Barrow 

(55) 

1  205 

19 

11 

1,235 

1 

1 

C<in  A  ntnnui    TV> v 
Odll           lUI  1IU,  1CA 

let. 

423 

Kerr-McGee 

Dean  A  McGee 

(76) 

375 



9 

384 

43 

26 

Humboldt,  Kan 

Prod 

610 

Key  Banks 

Victor  J  Riley  Jr 

(48) 

228 

1 

18 

247 

16 

6 

Buffalo,  NY 

F 

168 

***Kidde 

Fred  R  Sullivan 

(65) 

636 

51 



687 

16 

16 

Fort  Wayne,  Ind 

F 

132 

Kimberly-Clark 

Darwin  E  Smith 

(54) 

509 

— 

243 

752 

22 

8 

Garrett,  Ind 

458 

Knight-Ridder  News 

Alvah  H  Chapman  Jr 

(59) 

358 

3 

361 

20 

4 

v —  ^  '1U111UU3,   v  J  a 

Adminisi 

258 

Koppers 

Fletcher  L  Byrom 

(61] 

450 

4 

81 

535 

32 

12 

Cleveland,  Ohio 

Prod 

305 

Kraft 

John  M  Richman 

(52| 

402 

58 

33 

493 

25 

1 

New  York,  NY 

288 

Kroger 

Lyle  Everingham 

(54) 

477 

36 



513 

33 

2 

Flint,  Mich 

Re 

309 

Lear  Siegler 

Robert  T  Campion 

(59) 

471 

17 

— 

487 

22 

9 

Minneapolis,  Minn 

F 

553 

Leaseway  Transportn 

Robert  A  Burgin 

(55) 

282 

3 

285 

2 

2 

D^illino  Pnrl^  Mice 

ivuiiiiig  rui  K,  ivii^^ 

Oper 

346 

Levi  Strauss 

Peter  E  Haas 

(61) 

418 

34 



452 

34 

4 

San  Francisco,  Cal 

Oper 

506 

Libbey-Owens-Ford 

Don  T  McKone 

(58) 

320 





320 

31 

1 

Jackson,  Mich 

Administ 

748 

Liberty  National 

John  W  McLean 

(58) 

150 

4 



154 

12 

12 

Okmulgee,  Okla 

hi 

666 

Liberty  Natl  Life 

Frank  P  Samford  Jr 

(59) 

181 

24 

— 

205 

32 

13 

Montgomery,  Ala 

105 

Liggett  Group 

Raymond  J  Mulligan 

(58) 

^no 
D\jy 

29 

304 

841 

18 

6 

Munnall,  Pa 

Marl 

150 

Eli  Lilly 

Richard  D  Wood 

(53) 

454 

189 

74 

717 

30 

7 

Brazil,  Ind 

Mar. 

569 

Lincoln  First  Banks 

Alexander  D  Hargrave 

(60) 

247 

27 

274 

17 

6 

Canandaigua,  NY 

592 

Lincoln  National 

Ian  M  Rolland 

(47) 

234 

4 

19 

257 

24 

3 

Ft  Wayne,  Ind 

InsL 

403 

Litton  Industries 

Charles  B  Thornton 

(66) 

327 

20 

58 

405 

26 

-26 

Knox  County,  Tex 

Fo 

387 

Lockheed 

Roy  A  Anderson 

(59) 

53 

25 

418 

23 

2 

Ripon,  Cal 

Pj 

392 

Loews 

Laurence  A  Tisch 

(57) 

394 

19 

413 

20 

19 

Brooklyn,  NY 

Fi 

453 

Lone  Star  Industries 

James  E  Stewart 

(58) 

362 

2 

364 

27 

2 

Minneapolis,  Minn 

Admimst 

665 

Long  Island  Lighting 

Charles  R  Pierce 

[58) 

165 

40 

205 

30 

2 

Bar  Harbor,  Me 

338 

Louisiana  Land 

John  G  Phillips 

57) 

385 

1 

72 

458 

28 

8 

Camden,  Ark 

Fi. 

tFor  FORBES  definitions  and  methodology  see  page  1 16.  "Succeeded  by  Sam  F.  Segnar,  3  27  80. 

•"Formerly  Walter  Kidde.  ^Succeeded  by  Robert  L.  Peterson,  3  27  80. 

"Succeeded  by  Bernard  M  Fauber,  2  1  80. 
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Transway  has 
made  a 
commitment  to 
innovation  and 
leadership  in  each 
of  these  areas  of 
transportation  and 
distribution, 

That's  A  Sound 
Concept  To  Invest  In 


ight  Forwarding 


Marine  Transportation     Trailer  Manufacturing       Liquefied  Petroleum  Gas 


tease  write  for  our  1979  Annual  Report.  Learn  about  our  investment  in  the  future  and  how  it  has 
helped  us  become  a  corporation  with  $884  million  in  revenue  and  $332  million  in  total  assets. 


Transway  International  Corporation 

747  Third  Avenue 
New  York,  New  York  10017 


Who  GetsThe  Most  Pay 


Compensation  |$000) 


Rank 


Company 


Chief  executive  (Age| 


Options, 
Salary  &   rights  &  Contin 
bonust    benefitst     gentt  .Total 


Years  served 
with  as 
company  chief 


Place  of  birth 


70 
635 

79 
311 
222 


Louisiana-Pacific 
Lowe's  Companies 
LTV 
Lubrizol 
Lucky  Stores 


Harry  A  Merlo 
Leonard  G  Herring 
W  Paul  Thayer 
Lester  E  Coleman 
"Wayne  H  Fisher 


55) 
53) 
60| 
49) 
59) 


471 
190 
708 
324 
574 


8 1  436 

5  29 

44  190 

—  163 

—  26 


988 
224 
942 
486 

599 


30  6 

24  1 

31  9 

25  2 
17  '  6 


Stirling  City,  Cal 
Snow  Hill,  NC 
Henryetta,  Okla 
Akron,  Ohio 
Los  Angeles,  Cal 


M 


Ti 

Admini 


213 
604 
293 
544 
256 


R  H  Macy 
Malone  &  Hyde 
Mfrs  Hanover 
Manufacturers  Natl 
MAPCO 


Donald  B  Smiley 
Joseph  R  Hyde  III 
)ohn  F  McGillicuddy 
Dean  E  Richardson 
"Robert  E  Thomas 


65) 
37) 
49) 
52) 
651 


410 
239 
468 
260 
477 


—       205  615 

10  249 

8         33  509 

3 1  290 

3        58  538 


34  8 

15  11 

22  1 

26  7 

20  20 


Albany,  111 
Memphis,  Tenn 
Harrison,  NY 
West  Branch,  Mich 
Cuyahoga  Falls,  Ohio 


Admini 


29  Marathon  Oil 

775  Marine 

490  Marine  Midland  Bks 

369  Marriott 

207  Marsh  &  McLennan 


Harold  D  Hoopman 
George  R  Slater 

Edward  W  Duffy 
J  Willard  Marriott  Jr 

John  M  Regan  Jr 


59) 
56) 
54) 
48) 
59) 


489 
134 

322 
379 
442 


20  1,131 
2 

10  — 

10  46 

37  145 


1,641 
135 
332 
435 
623 


33 
4 
24 
24 
34 


Lucas,  Kan 
Indianapolis,  Ind 
Utica,  NY 
Washington,  DC 
Minneapolis,  Minn 


I'm 


Admini 
In 


598 
426 
648 
318 
274 


Marshall  &.  Ilsley 
Martin  Marietta 
Maryland  National 
Masco 
May  Dept  Stores 


John  A  Puelicher 
J  Donald  Rauth 
Robert  D  H  Harvey 
Richard  A  Manoogian 
David  C  Farrell 


59) 
62) 
59) 
43) 
47) 


150 
375 
176 
460 
388 


6 
1 

18 
16 
47 


99 


21. 

2 


255 
381 
216 
478 
522 


42 
39 
34 
22 
24 


22 
7 
16 
12 
1 


Milwaukee,  Wise 
Pitman,  NJ 
Baltimore,  Md 
Long  Branch,  NJ 
Chicago,  111 


Te 

Admini! 
Rl 


390  Oscar  Mayer 

431  MCA 

290  J  Ray  McDermott 

481  McDonald's 

452  McDonnell  Douglas 


J8P  Goff  Beach 
Lew  R  Wasserman 
James  E  Cunningham 
Fred  L  Turner 
Sanford  N  McDonnell 


65) 
67) 
57) 
471 
57) 


375 
330 
397 
307 
307 


5 
48 
115 
4 
45 


35  415 

—  378 

—  511 
29  340 
13  365 


44 
43 

22 
23 
31 


8 
33 
1 

6 
8 


Chicago,  111 
Cleveland,  Ohio 
Cresco,  Iowa 
Des  Moines,  Iowa 
Little  Rock,  Ark 


Ope 

Te 
Ope 
Te 


218 
330 
341 
611 

358 


McGraw-Edison 
McGraw-Hill 
Mead 
Medtronic 
Mellon  National 


Edward  J  Williams 
Harold  W  McGraw  Jr 
"Warren  L  Batts 
Dale  R  Olseth 
James  H  Higgins 


57) 
62) 
47) 
50) 
64) 


457 
321 
452 
221 
327 


129 
28 
3 
25 
10 


22 
114 


608 
464 
454 
246 
442 


8 
33 
8 
4 
29 


St  Louis,  Mo 
New  York,  NY 
Norfolk,  Va 
St  lames,  Minn 
Kansas  City,  Mo 


1 

°pl 
Mail 

Admirus 

HI 


428 
542 
415 
545 

723 


Melville 
Mercantile  Bancorp 
Mercantile  Stores 
Mercantile  Texas 
Merchants  National 


Francis  C  Rooney  Jr 
Donald  E  Lasater 
Leon  F  Winbigler 
Gene  H  Bishop 
Otto  N  Frenzel  m 


58) 
54) 
54) 
50) 
49) 


381 
271 
374 
269 
166 


6 
19 
21 


14 


381 
291 
393 
289 
167 


27 
21 
31 

5 
25 


16 
9 

5 
5 
7 


N  Brookfield.  Mass 
St  Louis,  Mo 
Brookfield,  Mo 
Forest,  Miss 
Indianapolis,  Ind 


147 
285 
17 
1 

538 


Merck 
Merrill  Lynch 
Mesa  Petroleum 
MGM 
Fred  Meyer 


|ohn  J  Horan 
Donald  T  Regan 
Thomas  B  Pickens  Jr 
Frank  E  Rosenfelt 
Oran  B  Robertson 


59) 
61) 
52) 
58) 
62) 


507 
503 
330 
344 
245 


54 

1,609 
4,870 
50 


167  728 

11  514 

139  2,078 

—  5,214 

—  296 


34 
23 
24 
34 


4 

9 
23 
5 
4 


New  York,  NY 
Cambridge,  Mass 
Holdenville,  Okla 

Peabody,  Mass 
Salem,  Ore 


Inveil 
F<[ 


Re 


446  MGIC  Investment 

621  Michigan  National 

593  Middle  South  Utils 

583  Midlantic  Banks 

340  Minn  Mining  &  Mfg 


Max  H  Karl 
Stanford  C  Stoddard 
Floyd  W  Lewis 
Robert  Van  Buren 
Lewis  W  Lehr 


70)  315  11  42  368  23  23  Milwaukee,  Wise 

49)  209  20  9  238  26  8  Salt  Lake  City,  Utah 

54)  246  6  5  257  30  8  Lincoln  County,  Miss 

55)  253  13  —  265  9  3  Plainfield,  NJ 
59)  456  —  —  456  33  .    1  Elgin,  Neb 


Tec 


159  Missouri  Pacific 

343  Mitchell  Energy  &  Dev 

5  Mobil 

50  Monsanto 

276  J  P  Morgan 


Downing  B  Jenks 
George  P  Mitchell 
Rawleigh  Warner  Jr 
John  W  Hanley 
30Walter  H  Page 


64) 
61) 
59) 
58) 
64) 


561 
398 
1,187 
761 
509 


30 
1 

2,406 
14 


109  700 

54  453 

47  3,640 

413  1,188 

11  520 


19 
34 

26 
7 
42 


10 
7 

2 


Portland,  Ore 
Galveston,  Tex 
Chicago,  111 
Parkersburg,  W  Va 
Huntington,  NY 


Opei 
F 

Mar 


tFor  FORBES  definitions  and  methodology  see  page  1 16. 


"Succeeded  by  S.  Donley  Ritchey,  2/4/80. 
"Succeeded  by  Willis  H.  Thompson,  Jr.,  1/1/80. 
^Succeeded  by  Jerry  M.  Hiegel,  31/80. 
:"Succeeded  by  lames  W  McSwiney,  1/15/80. 
"'Succeeded  by  Lewis  T.  Preston,  1,1  '80. 


FORBES,  IUNE 


HEORY 

top  corporate  bank  should 
e  a  leader  arid  an  innovator. 


RE4UTY 

Long  before  energy  became  an 
issue  or  a  crisis,  Continental  Bank 
was  a  leading  lender  to  the 
oil  and  gas  industry. 

Twenty-five  years  ago  we  were  pioneers.  One  Of 
the  few  major  banks  with  an  oil  and  gas  division. 
Today,  we  have  one  of  the  largest  oil  and  gas 
portfolios  in  the  world.  And  no  bank,  anywhere,  has 
a  larger  oil  and  gas  division  or  more  expertise  than 
Continental.  It's  what  you  expect  from  a  top 
corporate  bank.  At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


ntina  -  Australia  -  Austria  -  Bahamas  -  Bahrain  -  Belgium  -  Brazil  -  Canada  -  Colombia  -  France  -  Greece  -  Hong  Kong  Indonesia  -  Italy  -  Japan  Kenya  -  Korea 
non  ■  Malaysia  -  Mexico  -  The  Netherlands  -  The  Philippines  -  Singapore  -  Spain  -  Switzerland  Taiwan  -  Thailand  -  United  Kingdom  Venezuela  -  West  Germany 
United  States  -  Chicago  -  New  York  -  Los  Angeles  -  Houston  -  Dallas  -  Miami  -  Cleveland  -  San  Francisco  -  Denver 


How  IU  QOt  ready 
for  the  80s. 


Over  the  past  decade,  IU 
International  has  concentrated 
on  streamlining  its  operations, 
developing  its  strengths  in  five 
major  markets.  And  we  have 
done  a  lot  of  planning  to  prepare 
for  the  80s. 


As  part  of  its  strategy,  IU's 
management  works  at  enter- 
prise planning  to  create  new 
values  for  our  shareholders  and 
to  ensure  future  growth.  The 
most  recent  example:  the 
distribution  of  ownership  of 


Gotaas-Larsen  Shipping  Corpo- 
ration to  IU's  shareholders. 
Today,  IU  is  a  diversified 
services  company  with  $2.6 
billion  in  annual  revenues.  IU  i 
positioned  as: 

•  the  second  largest  trucking 
group  in  the  United  States  an 
the  fastest  growing; 

•  the  majority  owner  of  one  of 
Canada's  most  successful  elec- 
tric and  gas  utilities,  and  the 
sole  owner  of  the  third  largest 
water  utility  service  company 
in  the  United  States; 

•  the  industry  leader  in  waste 
management  services  for  stee' 
mills  and  coal-fired  power 
plants,  and  a  supplier  of 
energy-related  manufactured 
products; 

•  the  world's  leading  producer  o: 
macadamia  nuts  and  car- 
damom spice,  a  major  sugar 
grower,  and  a  leading  mar- 
keter of  molasses; 

•  a  major  paper  and  food  prod- 
ucts distributor  in  the  South- 
east and  Midwest. 

Near  the  Arctic  Circle  IU  oper- 
ates an  established  silver  mine 
and  is  exploring  gold  deposits. 
1979  was  a  very  good  year  for  IL 
Earnings  were  higher.  Our  divi- 
dend payout  increased  for  the 
35th  consecutive  year.  And  1980 
promises  to  be  even  better. 
For  a  more  detailed  review  of 
IU's  progress  and  prospects,  send 
for  a  copy  of  our  1979  annual 
report  to  investors.  Write  IU 
Corporate  Affairs,  Dept.  F,  1500 
Walnut  St.,  Phila.,  PA  19102. 


I 


1979  Annual  Report  to  Investors 


IU:  positioned  for  the  80s 


Who  Gets  The  Most  Riy 


l  umpcnvitiun  ($0(10) 


Options,  Years  served 


Salary  & 

rights  & 

Contin- 

with 

as 

Business 

Company 

Chief  executive  |Age) 

bonus t 

benefitst 

gent  t 

Total 

company 

chief 

Place  of  birth 

background 

Morrison-Knudsen 

William  H  McMurren 

(52) 

294 

248 

124 

666 

25 

8 

Ontario,  Ore 

Operations 

Morton-Norwich 

"John  W  Simmons 

(60) 

477 

3 

127 

607 

7 

7 

Toledo,  Ohio 

Administration 

Motorola 

Robert  W  Galvin 

(57) 

125 

4 

4 

133 

36 

20 

Marshfield,  Wise 

Administration 

Murphy  Oil 

Charles  H  Murphy  Jr 

(60) 

225 

— 

2 

227 

30 

30 

El  Dorado,  Ark 

Founder 

Nabisco 

111              .       •  a                 I  II 

Robert  M  Schaeberle 

(57) 

ooo 

0  c 

43U 

11 

oo 

0 

Newark,  NJ 

Finance 

Nalco  Chemical 

Orell  T  Collins 

(57) 

225 

58 

46 

329 

24 

1 

Letcher  County,  Ky 

Sales 

National  Can 

Frank  W  Considine 

(58) 

314 

30 

344 

18 

7 

Chicago,  111 

Sales 

Natl  Central  Financial 

Wilson  D  McElhinny 

(50) 

184 

16 

12 

212 

16 

5 

Detroit,  Mich 

Banking 

National  City 

Claude  M  Blair 

(67) 

205 

132 

337 

f<  13 

8 

Columbia,  Tenn 

Legal 

Natl  Detroit 

Robert  M  Surdam 

(62) 

OOU 

Zo 

Sao 

1 1 

OJ 

1  1 
1  Z 

A  lk.mii  VTV 

AiDany,  in  i 

Finance 

National  Distillers 

Drummond  C  Bell 

(64) 

407 

1,145 

1,552 

23 

9 

Baltimore,  Md 

Finance 

National  Gypsum 

Robert  E  Scifres 

(62) 

360 

10 

125 

494 

38 

2 

Lafayette,  Ind 

Operations 

Natl  Semiconductor 

Charles  E  Sporck 

(52) 

232 

— 

54 

287 

13 

13 

Saranac  Lake,  NY 

Production 

National  Steel 

32George  A  Stinson 

(65) 

574 

39 

41 

654 

18 

14 

Camden,  Ark 

Legal 

National  Tea 

Valdyn  W  Nchulz 

(51) 

I  oil 

1 
1 

1  B  1 
lo  1 

0 

A 
4 

tugeiey,  inlj 

Administration 

Nationwide 

Dean  W  Jeffers 

(63) 

174 

55 

18 

247 

40 

8 

Woodsfield,  Ohio 

Marketing 

Natomas 

Dorman  L  Commons 

(62) 

331 

51 

321 

703 

7 

6 

Denair,  Cal 

Finance 

NCNB 

Thomas  I  Storrs 

(61) 

304 

12 

— 

316 

19 

6 

Nashville,  Tenn 

Banking 

NCR 

William  S  Anderson 

(61) 

543 

195 

534 

1,273 

34 

6 

China 

Marketing 

New  England  Electric 

Guy  W  Nichols 

(54) 

z 

100 

Q 

o 

Colchester,  Vt 

Administration 

New  England  Merch 

Roderick  M  MacDougall 

(54) 

189 

2 

191 

6 

1 

New  York,  NY 

Banking 

N  Y  State  Elec  &  Gas 

Charles  F  Kennedy 

(65) 

129 

129 

6 

3 

Elmira,  NY 

Technical 

Newmont  Mining 

Plato  Malozemoff 

(70) 

368 

— 

4 

372 

34 

26 

Russia 

Administration 

Niagara  Mohawk  Power 

John  G  Haehl  Jr 

(57) 

164 

5 

169 

18 

7 

Brooklyn,  NY 

Finance 

Clarence  I  Gauthier 

(58) 

1 1A 

Zo4 

DO 

oui) 

1A 

Q 

y 

Houghton,  Mich 

Technical 

NL  Industries 

Ray  C  Adam 

(60) 

500 

11 

1,400 

1,911 

8 

5 

Aquilla,  Tex 

Administration 

NLT 

Russell  L  Wagner 

(64) 

310 

16 

326 

40 

2 

Marengo,  Iowa 

Insurance 

Noble  Affiliates 

"Sam  Noble 

(54) 

184 

69 

233 

486 

31 

10 

Colorado  Springs,  Colo 

Administration 

Norfolk  &  Western  Ry 

John  P  Fishwick 

(63) 

439 

16 

11 

465 

34 

10 

Roanoke,  Va 

Legal 

North  Amer  Philips 

Pieter  C  Vink 

(60) 

1Z 

is 

4V0 

1  C 
1  J 

1  1 
1  I 

The  Netherlands 

Marketing 

Northeast  Utilities 

Lelan  F  Sillin  Jr 

(62) 

194 

_ 

_ 

194 

12 

10 

Tampa,  Fla 

Legal 

No  Calif  Savings 

Firmin  A  Gryp 

(52) 

193 

60 

1 

254 

28 

10 

Monterey,  Cal 

Administration 

No  Indiana  Pub  Svc 

Edmund  A  Schroer 

(52) 

125 



*  : 

125 

3 

3 

Hammond,  Ind 

Legal 

No  States  Bancorp 

Robert  D  Krestel 

(54) 

148 

14 

— 

162 

3 

2 

New  Castle,  Pa 

Finance 

No  States  Power 

Donald  W  McCarthy 

[58) 

Z 

1  77 

1  /  / 

1 

O 

Minneapolis,  Minn 

Operations 

Northern  Trust 

E  Norman  Staub 

(64) 

313 

50 

336 

698 

26 

1 

Newark,  NJ 

Banking 

Northrop 

Thomas  V  Jones 

(59) 

846 

17 

382 

1,245 

26 

20 

Pomona,  Cal 

Administration 

Northwest  Airlines 

M  Joseph  Lapensky 

(61) 

270 

— 

— 

270 

35 

1 

Minneapolis,  Minn 

Finance 

Northwest  Bancorp 

Chester  C  Lind 

(61) 

221 

23 

12 

256 

44 

1 

Firesteel,  SD 

Banking 

Northwest  Energy 

John  G  McMillian 

(53) 

4oU 

1  A 

14 

JO  1 

occ 

033 

6 

Orange  City,  Tex 

Administration 

Northwest  Industries 

Ben  W  Heineman 

(66) 

563 

61 

623 

24 

24 

Wausau,  Wise 

Legal 

Northwestern  Finl 

Ben  T  Craig 

(47) 

166 

6 

172 

2 

2 

Gastonia,  NC 

Finance 

Norton 

"Robert  Cushman 

(64) 

391 

176 

328 

896 

35 

9 

Winchester,  Mass 

Marketing 

Norton  Simon 

David  J  Mahoney 

[57) 

1,000 

89 

-196 

893 

13 

10 

New  York,  NY 

Marketing 

NVF 

Victor  Posner 

(62) 

485 

71 

16 

572tt 

14 

13 

Baltimore,  Md 

Administration 

Occidental  Petroleum 

Armand  Hammer 

(82) 

560 

20 

65 

645 

22 

22 

New  York,  NY 

Finance 

Ogden 

Ralph  E  Ablon 

(64) 

700 

13 

143 

856 

25 

18 

Tupelo,  Miss 

Administration 

Ohio  Casualty 

John  G  Sloneker 

(58) 

171 

8 

20 

200 

32 

1 

Hamilton,  Ohio 

Insurance 

Ohio  Edison 

"John  R  White 

(64) 

148 

148 

27 

5 

Akron,  Ohio 

Legal 

Oklahoma  Gas  &  Elec 

James  G  Harlow  Jr 

(46) 

112 

15 

126 

19 

4 

Oklahoma  City,  Okla 

Finance 

3RBES  definitions  and  methodology  see  page  1 16.  "Succeeded  by  Charles  S.  Locke,  4/24/80 

'ear  ended  12/31/78.  "Succeeded  by  Howard  M.  Love,  3/1/80. 

"Succeeded  by  Roy  Butler,  1/1/80. 

'"Succeeded  by  Donald  R.  Melville,  4/24/80. 

"Succeeded  by  (ustin  T.  Rogers,  Jr.,  1/1/80. 


Who  GetsThe  MostRiy 


Rank 


Compensation  [$000] 


Company 


Chief  executive  |Age) 


Options, 
Salary  (s.  nghts  is.   Contin-  " 
bonus*    benefitst     gent'  Total 


Years  served 
with  as 
ompany 


chief 


Place  ot  birth 


658 

Old  Kent  Financial 

Richard  M  Gillett 

(56) 

185 

5 

19 

209 

22 

16 

Grand  Rapids,  Mich 

Adminil 

286 

Olin 

John  M  Henske 

(57) 

459 

13 

41 

513 

11 

2 

Omaha,  Neb 

Up, 

480 

Overseas  Shipholding 

Morton  P  Hyman 

[44] 

167 

1 74 

341 

10 

8 

Kt          \r      1      v  i  \/ 

New  York,  NY 

297 

Owens-Corning  Fbrgls 

William  W  Boeschenstein 

[54] 

ZOO 

56 

1 64 

505 

29 

7 

Chicago,  III 

Mai 

95 

Owens-Illinois 

Edwin  L)  Uodd 

[61 1 

570 

105 

187 

861 

33 

7 

Point  Pleasant,  W  Va 

Prol 

405 

PACCAR 

Charles  M  Pigott 

(511 

397 

— 

7 

404 

24 

12 

Seattle,  Wash 

Adminiil 

675 

Pacific  Gas  &  Elec 

Frederick  W  Mielke  Jr 

(59) 

188 

9 

— 

197 

29 

1 

New  York,  NY 

559 

Pacific  Lighting 

Paul  A  Miller 

(55) 

272 

9 

281 

3 1 

1 1 

San  Francisco,  Cal 

II 

614 

Pacific  Lumber 

Robert  B  Hoover 

1041 

i  ti/i 
1  y4 

en 

'J  A  C 

243 

a  n 
4U 

4 

Fresno,  Cal 

736 

i)  .   '.  i :  .  i>..  _  o    i  i 

Facinc  rwr  &  Lt 

Don  C  Frisbee 

/  C/ll 

po| 

161 

1 

162 

26 

1 4 

San  Francisco,  Cal 

1 

438 

Paine  Webber 

lames  W  Davant 

[62] 

374 



— 

374 

34 

16 

McComb,  Miss 

339 

Pan  Am  World  Airways 

William  T  Seawell 

(62) 

404 

1 

51 

456 

8 

8 

Pine  Bluff,  Ark 

Ope 

389 

Panhandle  Eastern 

Kichard  L  (J  Shields 

(53) 

317 

14 

85 

416 

20 

10 

Ozark,  Ark 

Prod 

757 

Parker  Drilling 

Robert  L  Parker 

(so) 

148 

148 

oo 

26 

T\  .  1 «    t  S 1.1- 

1  ulsa,  (Jkla 

Te< 

493 

Parker-Hannifin 

Patrick  S  Parker 

(50) 

3 13 

1 7 

331 

27 

8 

/'"M  ......  1  _  _  1    /  \1_  . 

Cleveland,  Ohio 

Adminis 

175 

Penn  Central 

Richard  Dicker 

(66) 

455 

— 

219 

674 

i 

1 

New  York,  NY 

Inve 

49 

PennCorp  Financial 

§§Stanley  Beyer 

(48) 

1,070 

101 

63 

1,234 

29 

7 

New  York,  NY 

Ing 

383 

J  C  Penney 

Donald  V  Seibert 

(56) 

398 

14 

1 4 

425 

32 

5 

Hamilton,  Ohio 

Re 

/  /  3 

Pa  Power  &  Light 

Robert  K  Campbell 

t  em 

1  37 

lof 

1  1 0 

2 

J 

i 
i 

Chicago,  111 

1  n 

442 

Pennwalt 

Ldwm  L  luttle 

/  C 1 1 
(DoJ 

1 9 

of 2 

1(1 

2 

Syracuse,  NY 

Adminis 

11 

Pennzoil 

J  Hugh  Liedtke 

(58) 

441 

73 

1,865 

2,379 

24 

17 

Tulsa,  Okla 

554 

Peoples  Energy 

Orval  C  Davis 

(60) 

264 

— 

21 

284 

33 

2 

Roscclare,  111 

Tec 

/  V*f 

Peoples  Natl  Bank 

Joshua  Green  ID 

i  A  A  1 
|44J 

1  ID 

its 

x 

0 

Seattle,  Wash 

Di 

PepsiCo 

.1,1  M    L    ....1  .11 

Donald  M  Kendall 

/  col 

C  QA 

c 

vz2 

22 
OO 

i  7 

Sexjuim,  Wash 

\A~r 

jviar 

Perkin-Elmer 

Robert  H  Sorensen 

[59) 

T  1  A 

oo 

777 

C  A  1 

d43 

i  n 
IV 

"\ 

Racine,  Wise 

Tan 

lec 

754 

Petrie  Stores 

Milton  J  Petrie 

(77) 

150 

150 

48 

48 

Salt  Lake  City,  Utah 

Fi 

215 

Petrolane 

Rudolph  J  Munzer 

(62) 

356 

240 

16 

611 

33 

23 

Minneapolis,  Minn 

278 

Pfizer 

Edmund  T  Pratt  |r 

(53) 

496 

22 

518 

15 

7 

Savannah,  Ga 

F 

376 

Phelps  Dodge 

George  B  Munroe 

(58) 

341 

19 

69 

429 

22 

10 

loliet,  111 

693 

Phila  Electric 

James  L  Everett 

(53) 

184 

2 

187 

30 

2 

Charlotte,  NC 

Tec 

540 

Philadelphia  Nati 

G  Morris  Dorrance  Jr 

[57) 

210 

82 

292 

28 

11 

Philadelphia,  Pa 

F 

182 

Philip  Morris 

George  Weissman 

(60) 

616 

15 

36 

666 

28 

1 

New  York,  NY 

Mar 

114 

Phillips  Petroleum 

36William  F  Martin 

(63) 

321 

26 

455 

802 

41 

7 

Blackwell,  Okla 

F 

184 

Pillsbury 

William  H  Spoor 

(57) 

452 

78 

129 

659 

30 

7 

Pueblo,  Colo 

Administ 

605 

Pioneer 

K  Bert  Watson 

[55) 

167 

82 

249 

27 

7 

Ranger,  Tex 

746 

Pioneer  Hi-Bred  Intl 

Dr  William  L  Brown 

(66) 

156 

156 

35 

4 

Aibovale,  W  Va 

Ted 

313 

Pitney  Bowes 

Fred  T  Allen 

(63) 

380 

105 

486 

41 

6 

Providence,  RI 

Opers 

489 

Pittsburgh  National 

Merle  E  Gilliand 

(58) 

311 

22 

333 

27 

10 

Pitcairn,  Pa 

Fn 

259 

Pittston 

Nicholas  T  Camicia 

(64) 

425 

36 

73 

534 

11 

10 

Welch,  W  Va 

Opera 

362 

Pogo  Producing 

William  C  Liedtke 

(55) 

217 

17 

206 

440 

10 

2 

Tulsa,  Okla 

Produ 

602 

Polaroid 

37Edwin  H  Land 

(71) 

250 

250 

42 

42 

Bridgeport,  Conn 

Foi 

779 

Portland  Genl  Elec 

Frank  M  Warren 

(64) 

126 

2 

4 

132 

42 

25 

Portland,  Ore 

Tech 

123 

Potlatch 

Richard  B  Madden 

(51) 

425 

107 

248 

780 

9 

9 

Orange,  NJ 

Fir 

655 

Potomac  Elec  Power 

W  Reid  Thompson 

(55) 

207 

3 

210 

9 

.9 

Durham,  NC 

248 

PPG  Industries 

L  Stanton  Williams 

(60) 

425 

7 

125 

557 

34 

1 

Honolulu,  Haw 

Fir 

171 

Procter  &  Gamble 

Edward  G  Harness 

(61) 

524 

33 

123 

680 

40 

6 

Marietta,  Ohio 

Mark, 

778 

Provident  Life  &  Acc 

H  Carey  Hanlin 

(55) 

125 

7 

132 

31 

1 

Chattanooga,  Tenn 

Insui 

660 

Provident  National 

Roger  S  Hill  js 

(53) 

168 

39 

207 

29 

6 

Wyncote,  Pa 

Fin 

780 

Public  Service  Colo 

Richard  F  Walker 

(56) 

123 

3 

4 

131 

30 

1 

Alliance,  Neb 

Techl 

759 

Public  Service  Ind 

Hugh  A  Barker 

(54) 

136 

11 

148 

21 

3 

Stillwater,  Minn 

Fin 

tFor  FORBES  definitions  and  methodology  see  page  1 16. 
tjijOfficc  jointly  held  with  Burton  Borman. 


'"Succeeded  by  William  C.  Douce,  4,  29/80. 
"Succeeded  by  William  J.  McCune,  Jr.,  4  2  80. 


Dun  &  Bradstreet  answers  the 
escalating  need  of  business  for  the  faster  receipt 
of  timely,  targeted  information  that  is  essential 
in  making  sound  decisions. 


D&B's  new  DUNS  DIAL  gives 
you  instant  access  to  the 
information  you  need  via  a 
direct,  toll-free  telephone  call. 

With  this  new  Dun  &  Bradstreet  extension,  you 
simply  dial  a  special  800-exchange  number 
answers  to  your  questions, 

provided  in  seconds,  regard- 
ing any  of  over  4.5  million 
U.S.  companies.  Nothing  more 
lan  an  ordinary  telephone  is 
required,  which  means  Duns  Dial  is 
available  to  all  D&B  subscribers- 
companies  large  and  small,  coast 
to  coast. 

D&B's  new  DUNS-VUE  lets  you 
view  information  via  a  terminal 
right  on  your  desk. 

This  new  Dun  &  Bradstreet  connection,  soon 
to  be  a  reality,  allows  subscribers  to  hold 

"conversations"  between  their  desk- 
top terminal  and  D&B's  computer- 
ized data  base.  With  fingertip  action, 
a  Rating  Display  or  a  stand-alone 
_=av    Summary  Display -with 
||||U11\\\)\\  vital  data  updated  weekly - 
mmmmmmmm^  appears  tight  before 


your  eyes. 


D&B  s  new  CUSTOMER  PRINT 
TERMINAL  SERVICE  puts 
hard-copy  business  reports  in  your 
hands  in  minutes. 

Dun  &  Bradstreet  brings  you  the 
ultimate  in  business  information 
communications -the  instant  relay 
to  your  offices  of  D&B  Business  ..• 
Reports  in  printed  form.  A 
two-page  report  takes  less 
than  two  minutes!  Gone  are 
the  days  of  waiting  for  Reports 
by  mail,  as  the  rollout  of  this  new  D&B  service 
gathers  momentum  in  the  coming  years. 

"Information,  please."  These  are  the 
words  you  hear  increasingly  from  CEOs, 
corporate  treasurers,  sales  directors  and 
credit  executives.  We  have  been  listening! 
As  the  world's  leading  source  of  business 
information,  Dun  &  Bradstreet  is  100% 
committed  to  advanced  transmission 
technology  -  to  the  fastest  possible  relay 
of  information  that  keeps  the  wheels  of 
commerce  turning.  Yes,  Dun  &  Bradstreet 
is  the  essential  business. 

Dun  &  Bradstreet 

a  company  of 

The  Dun  &  Bradstreet  Corporation 


Who  GetsThe  Most  Riy 


 l  *  >mpcnsati'  >n  ^ Sf  n  Jf   

Options,  Years  served 

Salary  6-  rights  (s.    Contin-  with  as 

Rank                                 Company                    Chief  executive  (Agel        bonus*    benefits*     gent*      Total  company    chief                         Place  of  birth  ha< 


720  Public  Service  N  M  Jerry  D  Geist  (46)  146  2  21  169  20  4  Raton,  NM  Te 

647  Pub  Svc  Elec  &  Gas  Robert  I  Smith  |61 )  210  6  216  39  4  Arlington,  N|  TV 

52  Pullman  Clark  P  Lattin  Jr  (641  351  413  379  1,143  14  1  Yonkers,  NY 

395  Quaker  Oats  Robert  D  Stuart  Jr  |64)  397  8  2  407  33  13  Hubbard  Woods,  111  Ma 

576  Rainier  Bancorp  G  Robert  Truex  Jr  (56)  225  3  42  271  6  6  Red  Bank,  NJ  H 


202  Ralston  Purina  R  Hal  Dean  (64)  450  49  131  630  41  12  Mitchell,  SD  Proc 

141  Rapid-American  Meshulam  Riklis  (56)  683  13  39  735  25  25  Turkey  I 

563  Raychem  Paul  M  Cook  (56)  278  —  278  23  23  Ridgewood,  NJ  H 

59  Raytheon  Thomas  L  Phillips  (56)  453  665  1,118  32  11  Greece  Tc 

242  RCA  Edgar  H  Griffiths  (59)  429  13  122  564  31  3  Philadelphia,  Pa  F 


99  Reliance  Group  Saul  P  Steinberg  (40)  750  44  61  855  19  19  New  York,  NY  F 

678  Republic  New  York  ,8Louis  Moskowitz  (641  185  10  195  2  1  New  York,  NY  B 

457  Republic  of  Texas  James  D  Berry  (59)  248  5  109  362  30  3  Sapulpa,  Okla  B 

240  Republic  Steel  William  J  De  Lancey  (641  535  31  —  566  28  6  Chicago,  111  Adminisi 

661  Resorts  Intl  James  M  Crosby  (53)  203  2  1  207  21  19  Great  Neck,  NY  F 


158  RevcoDS  Sidney  Dworkin  (59)  199  317        185  701  24  13  Detroit,  Mich  F 

12  Revlon  Michel  C  Bergerac  (48)  900  1,443           4  2,346  5  5  France  Adminisi 

349  Rexnord  Robert  V  Krikorian  (60)  369  82  451  29  1  New  Haven,  Conn  Ope 

66  R  J  Reynolds  Inds  I  Paul  Sticht  (62)  628  389  1,017  7  2  Clairton,  Pa  Man 

250  Reynolds  Metals  David  P  Reynolds  (65)  397  149  546  43  4  Bristol,  Tenn  Mai 


497  Richardson-Merrell  John  S  Scott  (54)  286  17  25  328  29  4  West  Orange,  NJ  Man 

686  Riggs  Natl  Bank  Vincent  C  Burke  Jr  (57)  192  —  192  25  4  Louisville,  Ky  B, 

524  Roadway  Express  William  F  Spitznagel  (53)  279  8  21  308  30  2  Fairfield,  Ala  Opel 

45  Rockwell  Intl  Robert  Anderson  (59)  967  7  273  1,247  12  6  Columbus,  Neb  Tecj 

191  Rohm  &  Haas  Vincent  L  Gregory  Jr  (57)  510  6  130  646  30  9  Oil  City,  Pa  F 


724  Rowan  Companies  Charles  R  Palmer  (45)  165  1  166  20  8  Gorman,  Tex  Opel 

53  Ryder  System  Leslie  O  Barnes  (63)  600  387        148  1,135  4  4  Canisteo,  NY  Adminisi 

486  Safeco  Roland  M  Trafton  (60)  226  44         65  335  28  1  Los  Angeles,  Cal  F 

435  Safeway  Stores  "William  S  Mitchell  (65)  374  —  374  43  6  Alameda,  Cal  F 

172  St  Joe  Minerals  John  C  Duncan  (59)  347  39       293  679  9  8  New  York,  NY  Opel 


487  St  Paul  Companies  Carl  B  Drake  Jr  (60)  302  32  335  38  7  St  Paul,  Minn  Insj 

363  St  Regis  Paper  William  R  Haselton  (55)  324  8        108  439  27  1  Glens  Falls,  NY  Tec 

749  San  Diego  Gas  &  Elec  Robert  E  Morris  (58)  149  4  154  14  4  Parsons,  Kan  Mar 

167  Santa  Fe  Industries  John  S  Reed  (63)  530  35        123  687  40  7  Chicago,  111  Oper 

283  Santa  Fe  Intl  Edfred  L  Shannon  Jr  (54)  432  19         65  516  26  17  Durant,  Okla  Tec 


282  Schering-Plough  Richard  J  Bennett  (63)  487  9  20  516  33  1  Brooklyn,  NY 

187  Schlumberger  Jean  Riboud  (60)  480  169  —  649  29  15  France 

179  SCM  Paul  H  Elicker  (57)  545  4  122  671  23  8  New  York,  NY  Fil 

381  Scott  Paper  Charles  D  Dickey  Jr  (62)  375  1  49  426  33  9  New  York,  NY  Oper. 

473  Scovill  Malcolm  Baldrige  (57)  342  4  346  17  17  Omaha,  Neb  Administ 


284  Seaboard  Coast  Line  Prime  Osborn  m  (64)  354  135  27  516  28  3  Greensboro,  Ala 

525  Seafirst  William  M  Jenkins  (61)  296  11  —  307  34  17  Sultan,  Wash  Bai 

151  GDSearle  Donald  H  Rumsfeld  (47)  418  298  —  716  3  3  Chicago,  111  Administ; 

136  Sears  Roebuck  Edward  R  Telling  (61)  596  —  149  745  34  2  Danville,  111  Ret 

268  Security  Pacific  Richard  J  Flamson  ffl  (51)  453  6  67  526  25  1  Los  Angeles,  Cal  Ba 


715  SEDCO  B  Gill  Clements  [38]  156  15  171  11  1  Dallas,  Tex  Fi: 

622  Shawmut  4"D  Thomas  Trigg  (65)  203  1  32  236  43          8  Eureka,  Kan  Fn 

2o  Shell  Oil  John  F  Bookout  (57)  645  58  1,037  1,740  29          4  Shreveport,  La  Tech 

260  Sherwin-Williams  John  G  Breen  (45)  463  68  3  534  11  Cleveland,  Ohio  Operij 

44  Signal  Companies  Forrest  N  Shumway  (53)  465  53  731  1,249  23         12  Skowhegan,  Me 


tFor  FORBES  definitions  and  methodology  see  page  1  16  -18Succeeded  by  Walter  H.  Weiner,  1/1/80. 

"Succeeded  by  Peter  A.  Magowan,  1/1/80. 
4"To  be  succeeded  by  |ohn  P.  La  Ware,  7/1/80. 


low  A&  A  views  a  growing  company 


Potato  chip  quality  control  inspection  at  Jays  Foods.  Inc  ,  in  Chicago 


|  For  an  expanding  business 
lie  a  potato  chip  manufacturer, 
bxander  &  Alexander  experts  look 
operations  through  an  owner's  eye. 
IE  study  the  insurance  costs  of 
!  spness  and  the  effects  of  the 
ibney  crunch.  Probe  for  risks  in 
l| livery  routes  and  avenues  for  new 
Hint  financing. 

It's  not  the  focus  you  usually 
11  on  snacks.  Unless,  of  course, 
sure  one  of  the  food  firms  on  A&  As 
lent  roster. 

3rsonalized 
>k  management 

But  these  inside  vantage  points 
we  A&A  the  best  view  of  how  to 

otect  a  business  built  with  an 
'  trepreneur's  dreams  and  drive. 
Is  the  frame  of  reference  that  en- 
les  us  to  assume  the  function  of 
ik  manager  for  any  medium-sized 

small  business.  We  eyeball  every 
■tfall  anvnnnortunitv-nrntort 


against  an  owner's  personal  liabili- 
ties; plan  the  funding  of  workers' 
compensation,  profit  sharing, 
pensions;  deal  with  life  insurance, 
acquisitions,  OSHA  requirements; 
and  handle  claims  as  if  they  were 
our  own. 

Every  industry  is  unique.  Each 
has  different  needs.  For  insurance, 
for  risk  management,  for  human  re- 
sources management,  for  financial 
services.  That's  why  A&A  works 
from  a  client's  point  of  view.  Only 
by  working  as  partners,  solving 
business  problems  together,  can 
we  be  sure  a  company  gets  the  most 
comprehensive,  cost-efficient 
programs  possible. 

We  think  our  dedication  to 
forming  a  close  alliance  with  our 
clients  is  a  big  reason  why  A&A  has 
become  one  of  the  biggest  and 


most  trusted  insurance  brokers 
worldwide.  Each  of  our  120  offices 
here  and  overseas  offers  the  facil- 
ities, expertise  and  strength  to  meet 
the  needs  of  any  company  large  or 
small,  in  any  industry.  Because  we 
work  the  same  way  with  every  client. 
From  the  client's  point  of  view. 


Alexander 
gAjexander 


From  the  client's  point  of  view. 


Who  GetsThe  Most  Ray 


Compensation  [$000] 


Options, 
Salary  is.  rights  is.  Contin- 


Years  served 
with  as 


Rank 

Company 

Chief  executive 

ASe| 

bonus  t 

benefits  t 

gentt 

Total 

company 

chief 

Place  ot  birth 

bJt 

Jvo 

Singer 

Joseph  B  Flavin 

r^i  i 
pi| 

A  f!7 

40/ 

4 

4 

St  Louis,  Mo 

1 
J 

1 

1AA 

Smith  International 

Jerry  W  Neelv 

*  340 

220 

560 

1  A 
I 4 

Torrance.  Cal 

f  ill, 

40 

SmithKlinc 

Robert  F  Dee 

(55) 

406 

189 

708 

1,303 

31 

8 

Cincinnati,  Ohio 

Admini*" 

TiU 

552 

Snap-On  Tools 

•"Norman  E  Lutz 

(65) 

285 

285 

34 

5 

Racine,  Wise 

i 

Texas 

694 

Society 

f  Maurice  Struchen 

(59) 

203 

12 

-29 

186 

10 

4 

Cleveland,  Ohio 

H 

7fiO 

so  Carolina  t  ci  u 

Virgil  C  Summer 

/  sol 

i  i  x 

1  lo 

A 

O 

1ZU 

A  1 
*4Z 

1 
1 

Spartanburg,  SC 

I  )pi 

Tt 

71Q 

/  33 

South  Carolina  Natl 

fohn  H  Lumpkin 

((>+) 

1  s  1 

1  1 
1  1 

lOZ 

1  C 
I O 

t  1 
I  1 

Fairbanks,  Alas 

T 

615 

Southeast  Banking 

Charles  |  Zwick 

(53) 

213 

31 

244 

11 

1 

Plantsville,  Conn 

( 

730 

Southern  Bancorp  Ala 

Guy  H  Caffey  Jr 

(54) 

150 

14 

164 

29 

7 

Verbena,  Ala 

1 

551 

So  Calif  Edison 

"Jack  K  Horton 

(64) 

273 

4 

8 

285 

21 

15 

Stanton,  Neb 

Southern  Company 

Aivin  w  vogtie  jr 

1"1) 

zoz 

1  I 
I  1 

ZV j 

"JO 
07 

1U 

Birmingham,  Ala 

So  Natural  Resources 

"John  S  Shaw  Jr 

|04J 

1  si  3 

Zoo 

1  Ofi 

an 

^AO 

1  Q 

1 1 

New  Orleans,  La 

r 

687 

So  New  England  Tel 

Alfred  W  Van  Sinderen 

(56) 

150 

35 

7 

192 

32 

12 

Brooklyn,  NY 

Opc 

1  1 

209 

Southern  Pacific 

Benjamin  F  Biaggini 

(64) 

611 

11 

622 

43 

12 

New  Orleans,  La 

Tfe 

413 

Southern  Railway 

L  Stanley  Crane 

(64) 

267 

1 

128 

396 

43 

3 

Cincinnati,  Ohio 

Ope 

Sri. 

Southland 

lohn  r  1  hompson 

(34) 

364 

ol 

JU 

AX1 

31 

O 1 

1  0 

i  y 

Dallas,  Tex 

r 

If  W 

Southland  Royalty 

Jon  Brumley 

1411 
[41| 

ZjU 

ft  1 

n  1 

Jill 

o 

Pampa,  Tex 

Adm  mis 

606 

Southwest  Bancshs 

John  T  Cater 

(44) 

236 

12 

248 

3 

3 

Temple,  Tex 

B 

536 

Southwestern  Life 

William  H  Seay 

(60) 

269 

13 

15 

297 

11 

11 

Dallas,  Tex 

F 

140 

Sperry 

I  Paul  Lyet 

(63) 

549 

52 

134 

736 

36 

7 

Philadelphia,  Pa 

F 

332 

Scjuare  u 

Witrhi'M  P  k  trl  lii  I 
MHUIUI  t  I\driall«J 

(671 

435 

29 

464 

39 

12 

I  UMIII,  1  d 

Mai 

366 

Scjuibb 

Richard  /VI  Furlaud 

K7I 

477 

—41 

436 

14 

M,,w  V^rlf  MY 
1NCVV    IUiK,  IN  I 

522 

A  E  Staley  Mfg 

Donald  E  Nordlund 

(58) 

298 

8 

3 

309 

24 

7 

Stromsburg,  Neb 

Adminis 

|  1 

204 

Standard  Brands 

F  Ross  (ohnson 

(48) 

489 

13 

125 

627 

9 

4 

Winnipeg,  Can 

F 

THA 

118 

Standard  Oil  Calif 

Harold  J  Haynes 

(54) 

792 

2 

— 

794 

33 

6 

Fort  Worth,  Tex 

Prod 

4 

in<l  ird  Oil  I n rl 

fuiiii  i.  3  w  eai  1 1  ige  11 

(Ml 

614 

25 

3  011 

3  650 

41 

19 

C~t  ^  1 1 1  rv*  rii  -a  Q 
V  1  UUI  MIM.l  JV. 

Prod 

93 

s  1  1 1  w  1  i  r 1 1  Oil  Ohio 
>  l  J  1 1 '  Kl  t  ll  \J  1 1  WII1U 

Alton  W  Whitehouse  Jr 

(571 

400 

60 

405 

864 

j  j 

2 

Alhanv  MY 
rviuany,  in  i 

308 

Stanley  Works 

Donald  W  Davis 

(59) 

342 

52 

97 

490 

32 

14 

Springfield,  Mass 

Admmis 

Tu 

628 

State  Street  Boston 

William  S  Edgerly 

(53) 

225 

5 

230 

4 

4 

Lewiston,  Me 

F 

T 

262 

Stauffer  Chemical 

H  Barclay  Morley 

(51) 

368 

1 

163 

533 

17 

6 

Sydney,  Can 

Tcl 

T« 

384 

Sterling  Drug 

Dr  W  Clarke  Wescoe 

ooU 

1 
1 

Al 

4^ 

A'JA 

i  n 

1U 

o 

All 

Allentown,  I  a 

333 

I  P  Stevens 

"James  D  Finley 

450 

lo 

463 

34 

in 

1  u 

lackson,  Ga 

616 

Stop  &  Shop 

Avram  J  Goldberg 

(50) 

237 

3 

3 

244 

22 

1 

Boston,  Mass 

60 

Storage  Technology 

Jesse  I  Aweida 

(49) 

500 

4 

596 

1,100 

10 

10 

Palestine 

Fi 

790 

Sumitomo  Bank  Cal 

Nimei  Akamatsu 

(51) 

110 

9 

— 

119 

7 

1 

lapan 

B. 

754 

Sun  nanks  ot  rloriua 

tvicnarQ  r  Livingston 

(60) 

150 

150 

39 

ft 

Daytime  ociicn,  rlci 

B; 

I 

64 

Sun  Company 

Theodore  A  Burtis 

|  JO  J 

A.QA 

?n 
zu 

lfUJ  / 

i 
i 

Jamaica,  NY 

ILL 

533 

Sunbeam 

Robert  P  Gwinn 

(73) 

292 

2 

6 

300 

44 

25 

Anderson,  Ind 

460 

Sundstrand 

■"James  W  Ethington 

(62) 

288 

70 

359 

42 

1 

Terre  Haute,  Ind 

F 

III 

180 

Super  Valu  Stores 

Jack  J  Crocker 

(55) 

267 

399 

— 

666 

7 

7 

Portland,  Ore 

Re 

U 

g 

Superior  Oil 

riowaru  d  rsecK 

1 A7I 
[Of] 

OHO 

iy 

1  no 

_  .  0  <~  " 

46 

27 

1  riniuacl 

Auminisi 

476 

Supermarkets  General 

Herbert  Brody 

O 

5 

.£4 

i 

Philadelphia,  Pa 

rc 

620 

Supron  Energy 

Alvin  iV\  Wiederkehr 

1571 

234 

5 

239 

28 

g 

Freer  Tex 

Open 

532 

Sysco 

John  F  Baugh 

(64) 

300 

300 

34 

10 

Waco,  Tex 

Ft 

509 

Tandy 

Phil  R  North 

161) 

285  " 

34 

319 

14 

1 

Fort  Worth,  Tex 

Adminis 

777 

Tecumseh  Products 

Kenneth  G  Herrick 

(59) 

133 

133 

40 

9 

lackson,  Mich 

Prodi 

122 

Tektronix 

Earl  Wantland 

(48) 

222 

125 

440 

786 

25 

5 

Bridge,  Ore 

Administ 

to 

292 

Teledyne 

Henry  E  Singleton 

(63) 

500 

9 

509 

19 

19 

Haslet,  Tex 

Fc 

102 

Tenneco 

James  L  Ketelsen 

(49) 

511 

8 

332 

851 

13 

1 

Davenport,  Iowa 

Fi 

670 

Tenn  Valley  Bancorp 

William  F  Earthman 

(54) 

168 

26 

6 

200 

26 

8 

Nashville,  Tenn 

Ft 

tFor  FORBES  definitions  and  methodology  see  page  1 16. 


■"Succeeded  by  Edwin  C.  Schindler,  4/25/80. 
4:To  be  succeeded  by  William  R.  Gould,  7/1/80. 
"Succeeded  by  Henry  C.  Goodrich,  5/8/80. 
"Succeeded  by  Whitney  Stevens,  1/1/80. 
"Succeeded  by  Evans  W.  Enkson,  l'L'80. 
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FOR  RK  n  INF 


Compensation  ($000| 


Options,  Years  served 


Salary  £«. 

rights  & 

Contin- 

with 

as 

Business 

Company 

Chief  executive  (Age) 

bonust 

benefits! 

gent! 

Total 

company 

chief 

Place  of  birth 

background 

Tesoro  Petroleum 

Robert  V  West  Jr 

(59) 

364 

8 

379 

751 

24 

15 

Kansas  City,  Mo 

Founder 

Texaco 

Maurice  F  Granville 

(64} 

757 

212 

152 

1,122 

41 

8 

La  Grange,  Tex 

Technical 

Texas  American  Bshs 

Lewis  H  Bond 

(58) 

191 

7 

198 

28 

15 

Ashport,  Tenn 

Banking 

Texas  Commerce  Bshs 

Ben  F  Love 

(55) 

ODD 

loj 

lUH 

0*4*4 

1 3 

lo 

7 

Vernon,  Tex 

Finance 

Texas  Eastern 

■"•George  F  Kirby 

(63) 

328 

13 

166 

507 

10 

7 

Cheneyville,  La 

Administration 

Texas  Gas  Transmn 

Dennis  R  Hendrix 

(40) 

314 

13 

6 

333 

7 

2 

Selmer,  Tenn 

Finance 

Texas  Instruments 

Mark  Shepherd  Jr 

(57) 

435 

42 

138 

614 

32 

11 

Dallas,  Tex 

Technical 

Texas  Oil  &  Gas 

William  L  Hutchison 

(48) 

275 

300 

592 

1,167 

22 

4 

Dallas,  Tex 

Legal 

Texas  Utilities 

T  Louis  Austin  Jr 

(61) 

208 

13 

222 

97 

7 

Trenton,  Tenn 

Production 

Texasgulf 

Charles  F  Fogarty 

(59) 

326 

26 

74 

426 

28 

6 

Denver,  Colo 

Technical 

Textron 

■"Joseph  B  Collinson 

(65) 

371 

80 

31 

483 

20 

2 

Raymond,  Ohio 

Finance 

Third  National 

Charles  J  Kane 

(60) 

154 

9 

9 

172 

5 

4 

Louisville,  Ky 

Banking 

Tiger  International 

Wayne  M  Hoffman 

(57) 

388 

87 

127 

602 

12 

9 

Chicago,  111 

Legal 

Time  Inc 

Andrew  Heiskell 

(64) 

DUO 

51 

^1 

43 

Italy 

Operations 

Times  Mirror 

Franklin  D  Murphy 

(64) 

450 

76 

525 

11 

11 

Kansas  City,  Mo 

Administration 

Timken 

Joseph  F  Toot  Jr 

(45) 

258 

— 

30 

287 

18 

l 

Canton,  Ohio 

Administration 

Toledo  Edison 

John  P  Williamson 

(58) 

136 

2 

3 

141 

29 

7 

Cleveland,  Ohio 

Finance 

Tom  Brown 

Thomas  C  Brown 

(53) 

84 

25 

108 

24 

24 

Akron,  Ohio 

Founder 

Morton  M  Winston 

(49) 

375 

1  520 

179 

2  074 

16 

4 

Npw  York  NY 
new  i  uik,  i>  i 

Legal 

Trans  Union 

Jerome  W  Van  Gorkom 

(62) 

449 

95 

544 

23 

17 

Denver,  Colo 

Finance 

Trans  World 

L  Edwin  Smart 

[56] 

246 

1 

70 

317 

13 

3 

Columbus,  Ohio 

Legal 

Transamerica 

John  R  Beckett 

(62) 

720 

18 

— 

738 

19 

14 

San  Francisco,  Cal 

Administration 

Transco  Companies 

William  J  Bowen 

(58) 

304 

41 

962 

1,307 

5 

5 

Sweetwater,  Tex 

Operations 

iHAisauniu  nnannai 

Warner  B  Bishop 

(61) 

9  38 

1  j 

305 

17 

17 

Lakewood,  Ohio 

Administration 

Travelers 

Morrison  H  Beach 

(63) 

496 

8 

77 

581 

40 

7 

Winsted,  Conn 

Insurance 

Trust  Co  of  Georgia 

Robert  Strickland 

(53) 

181 

1 

13 

195 

31 

3 

Atlanta,  Ga 

Banking 

TRW 

Ruben  F  Mettler 

(56) 

540 

3 

47 

590 

25 

2 

Shafter,  Cal 

Technical 

Tucson  Electric  Power 

Theodore  M  Welp 

(46) 

122 

19 

140 

6 

4 

San  Francisco,  Cal 

Finance 

1  UI I  Ic  I  V_.UII!>  IIUIUUII 

Walter  B  Shaw 

(60) 

253 

26 

32 

312 

39 

3 

Npw  York  NY 

lit  V*      1  UllN,    IN  I 

(~lr>pra  1 1  cin  <i 

WUCl  .  1  l  1  1  '  1  1 

Twentieth  Century-Fox 

Dennis  C  Stanfill 

(53) 

655 

15 

-125 

545 

10 

8 

Centerville,  Tenn 

Finance 

UAL 

Richard  J  Ferris 

(44) 

394 

20 

— 

414 

8 

1 

Sacramento,  Cal 

Administration 

Union  Camp 

Alexander  Calder  Jr 

(63) 

364 

— 

161 

524 

39 

20 

Brooklyn,  NY 

Marketing 

Union  Carbide 

William  S  Sneath 

(54) 

639 

9 

25 

674 

29 

3 

Buffalo,  NY 

Finance 

Union  Commerce 

Lyman  H  Treadway  III 

(50) 

193 

1ZJ 

1  93 

in 

1 

Cleveland,  Ohio 

Banking 

Union  Electric 

Charles  J  Dougherty 

(61) 

215 

1 

4 

220 

39 

12 

Clayton,  Mo 

Legal 

Union  Oil  California 

Fred  L  Hartley 

(63) 

746 

97 

1,074 

1,917 

41 

15 

Vancouver,  Can 

Technical 

Union  Pacific 

James  H  Evans 

(60) 

834 

97 

1,381 

2,312 

1 1 

2 

Lansing,  Mich 

Administration 

Uniroyal 

48David  Beretta 

(51) 

279 

25 

305 

27 

5 

Cranston,  RI 

Technical 

uniieu  DanK  corp  in  i 

Peter  D  Kiernan 

(56) 

ZID 

c 

D 

99n 
—  o 

o 

A. 
O 

/\i Daily,  in  r 

Insurance 

United  Banks  of  Colo 

N  Berne  Hart 

(50) 

111 

16 

24 

152 

26 

1 

Denver,  Colo 

Banking 

United  Brands 

Seymour  Milstein 

159) 

450 

3 

— 

453 

5 

3 

New  York,  NY 

Operations 

Utd  Energy  Resources 

J  Hugh  Roff  Jr 

(48) 

365 

27 

14 

406 

6 

6 

Wewoka,  Okla 

Legal 

United  Jersey  Banks 

4<,Edward  A  Jesser  Jr 

(63) 

211 

211 

20 

17 

New  York,  NY 

Banking 

I    n  1 1  c(  1   \\  Kui'in  R  v  h  c 
UllllCU  1T1I9MJUI1  I  >  ^  1 1 

R  Crosby  Kemper 

(53) 

134 

5 

]  [ 

150 

30 

10 

Kansas  f~"itv    \4 n 

AUIi  1  1  1  1  1  >  I  I  clLlUll 

U  S  Bancorp 

John  A  Elorriaga 

(56) 

281 

17 

13 

310 

29 

5 

Jordan  Valley,  Ore 

Administration 

U  S  Fidelity  &  Gty 

Williford  Gragg 

(66) 

282 

59 

341 

42 

7 

Memphis,  Tenn 

Insurance 

United  States  Gypsum 

Graham  J  Morgan 

(62) 

487 

226 

713 

40 

15 

Aurora,  111 

Marketing 

US  Home 

Guy  R  Odom 

(49) 

270 

41 

267 

577 

8 

3 

Groveton,  Tex 

Operations 

U  S  Industries 

I  John  Billera 

67) 

429 

90 

58 

577 

27 

15 

New  York,  NY 

Finance 

United  States  Steel 

David  M  Roderick 

(56) 

360 

1 

14 

376 

21 

1 

Pittsburgh,  Pa 

Finance 

FORBES  definitions  and  methodology  see  page  1 16.  ■"'Succeeded  By  I.  David  Bufkin,  4/80. 

"Succeeded  by  Robert  P.  Straetz,  1/1/80. 
-""Succeeded  by  Joseph  P.  Flannery,  2/20/80. 
"Succeeded  by  Richard  L.  Wines,  1/1/80. 


Who  GetsThe  Mostly 


Compensation  |$000) 


Options, 


Years  served 


rinUtc  -. 
11  fcll 1  3  Cx 

Cont  i  ri" 

li 

Rank 

Company 

Chief  executive 

Age) 

bonus t 

benefits  1 

gen  it 

Total 

company 

chief 

Place  of  birth 

bal 

C/.7 
70Z 

United  States  Trust 

lorn  Killeter 

1/11 
1 * ) 

zYo 

278 

4 

4 

Los  Angeles,  Cal 

 1 

Oo 

United  Technologies 

Harry  J  Gray 

1  ) 

HU4 

1/1 

o4 

200 

8 

7 

1 

MUledgeviUe,  Ga 

Adminil 

4  j" 

United  Telecom 

Paul  H  Henson 

\  -*4| 

1 1  A 

o  io 

0 

ic 

■3D 

L  1 

lo 

Bcnnct,  Neb 

III 

607 

United  Va  Bankshares 

Joseph  A  Jennings 

(59) 

228 

1 

19 

248 

42 

3 

Richmond,  Va 

585 

Universal  Leaf 

Gordon  L  Crenshaw 

(58) 

182 

81 

263 

34 

14 

Richmond,  Va 

/I /..ft 

40o 

T    „,  ,l,„ 

Up)onn 

Din   T    D<ir(u»  If 

Kay  1    arii  t  jr 

1  ^71 

3  1  1 

oil 

A  1 
4o 

Jb4 

17 

OZ 

1  u 
I  o 

Port  Huron,  Mich 

I  "0 

I  IC I  ICE* 

Gordon  E  Crosby  Jr 

I  J") 

oo7 

1  1ft 

loo 

1  In 

/Oft 

z  1 

1  /I 
14 

Rem  sen,  Iowa 

707 

/V/ 

Utah  Power  &  Light 

Harry  olunuell 

[  77) 

5 

99 

O  1 

1 

oalt  Lake  L.ity,  Utah 

618 

Valero  Energy 

William  E  Greehey 

(44) 

227 

14 

241 

16 

6 

Ft»rt  DcxiECi  Iowa 

464 

Valley  Natl  Bk  Ariz 

Gilbert  F  Bradley 

(60) 

281 

15 

60 

357 

43 

4 

Miami,  Ariz 

Adminul 

Aft  7- 

Va  Electric  &.  Power 

1  Justin  Moore  Jr 

15/ 

O 

1  <M 

7H 
zu 

T 

z 

Richmond,  Va 

A1  7 

Virginia  Natl  Bshs 

^"w  wngnt  riarrison 

[o4| 

71ft 

zoo 

A 

4 

7/17 

Z4z 

1ft 
oo 

1 U 

Kingston,  NY 

il 

/trio 
4UU 

Vulcan  Materials 

W  Houston  Blount 

661 

7  7 
ZZ 

C7 

406 

7  C 
Zj 

1 

Union  Springs,  Ala 

Optl 

639 

Wachovia 

John  G  Medlin  Jr 

(46) 

218 

2 

2 

222 

21 

3 

Benson,  NC 

J 

743 

Wal-Mart  Stores 

Sam  M  Walton 

(62) 

150 

7 

157 

35 

4 

Kingfisher,  Okla 

i 

A 1/8 

0o4 

Waldbaum 

Ira  Waldbaum 

|  7  I } 

7  7/1 
ZZ4 

77/1 

2Z4 

ii 
oo 

3  1 
O  1 

Brooklyn,  l\  Y 

 1 

Adminijl 

Walgreen 

■     k  tJui    D    U/ilnfaan  III 

diaries  k  waigreen  m 

i  A  A  \ 
(44  J 

777 

z 

7ft 

zo 

Z3/ 

7ft 
Zo 

V 

Chicag(j,  111 

/I7C 

Wang  Laboratories 

An  Wang 

1  AHI 

|oU) 

7/i7 

zo/ 

3/17 

J4o 

7  CI 

Zy 

7  CI 
ZV 

L-hina 

El 

2 

Warner  Commun 

Steven  J  Ross 

(52) 

1,210 

2,696 

1,199 

5,105 

18 

18 

New  York,  NY 

336 

Warner-Lambert 

Ward  S  Hagan 

(60) 

445 

13 

458 

10 

2 

Sioux  City,  Iowa 

Mail 

77fi 

/  zo 

Washington  National 

Stanley  P  Hutchison 

/  CAl 
1 

1  A  /£ 
140 

3 

o 

1  o 

1(17 

1 1 
oo 

4 

|».)liet,  ill 

1  07 
10V 

Waste  Management 

Dean  L  Buntrock 

(49) 

IT/ 

66o 

cm 

7UZ 

840 

7  3 
ZO 

1  7 

1  z 

Columnia,  bl) 

1 

17tt 

Wells  Fargo 

Richard  P  Cooley 

f  ^Al 

[DO] 

AA^ 
447 

0 

1  c 
1  D 

/i  a/* 

400 

in 
oU 

1  1 
lo 

Dallas,  Tex 

1 1 

504 

West  Point-Pepperell 
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tFor  FORBES  definitions  and  methodology  see  page  1 16. 
§CEO  ioined  company  in  1979;  salary  data  less  than  full  year. 
'Salary  annualized. 


"Succeeded  by  Clifford  A.  Cutchins  ffl,  1/1/80. 
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When  you  want  to  concentrate  the 
eceipts  of  all  your  canadian  outlets 
\s  if  they  were  in  the  same  building) 


OUR  SOLUTION: 


1 1  If  you  do  business  in 
*  I  Canada,  and  you  need 
"  Cash  Management 
^rvices  as  good  or  better  than 
Du're  getting  at  home,  Bank  of 
fontreal  can  help. 

Our  FirstBank  Cash  Concen- 
ator  Service,  for  example, 
)ncentrates  deposits  from  each 
f  your  Canadian  locations 
istantaneously-on  a  "real  time" 
asis.  Over  1100  on-line  Bank  of 
fontreal  locations  across  the 
)untry  credit  deposits  to  your 
antral  Canadian  account  as  they 
re  made.  This  helps  keep  your 
Dmpany's  money  close  at  hand, 
nmediately  available  to  you. 

UNSURPASSED  SERVICES 

Ce  believe  Bank  of  Montreal 
astomers  now  have  available  to 
lem  Cash  Management  services 
nsurpassed  anywhere.  Some 
xamples: 

Our  new  FirstBank  Consoli- 
ated  Balance  Service,  which 


OPEN   1       1  i  CLOSE 


provides  you  with  clear,  error- 
free  reports  on  all  your 
Current  Account  balances  at 
any  on-line  branch  nationwide. 

We  also  have  the  Money 
Desk,"  lock  box  service, 
zero  balancing  and  many  other 
Cash  Management  tools  available 
to  meet  your  special  needs. 


Now,  when  you're  looking 
for  Cash  Management  services  in 
Canada  as  good  or  better  than 
you're  getting  at  home,  you  have 
our  credentials. 

THE  FIRST 
CANADIAN  BANK 

Bank  of  Montreal  was,  indeed, 
the  first  bank  established  in 
Canada,  in  1817.  And  the  first  to 
venture  outside  of  Canada,  to  the 
U.S.  and  England,  in  1818. 

But  to  us,  "first"  is  more  than  a 
date.  It's  an  attitude. 


The  Bank's 
first  ledger 
Cash  Management 
is  as  eld  as 
Canadian  business 


We  intend  to  live  up  to  the  "first" 
in  The  First  Canadian  Bank, 
worldwide. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

T/ie  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  May  9,  1980 


$100,000,000 

Boise  Cascade  Corporation 


10.45%  Notes  Due  1990 


Price  100% 

plus  accrued  interest,  if  any,  from  May  IS,  1980 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified  to 
act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Lazard  Freres  &  Co. 

Salomon  Brothers 

Goldman,  Sachs  &  Co.       Kidder,  Peabody  &  Co.       Merrill  Lynch  White  Weld  Capital  Markets  Group 

Incorporated  Merrill  Lynch,  Fierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber 

Imornorntrd  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.        Lehman  Brothers  Kuhn  Loeb        L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  A.  G.  Becker 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


The  Economy 


MONEY  &  INVESTMENTS 


interest  rate,  like  any  price,  simply  brings  demand  and  supply 
>  balance.  There  are  some  who  think  it  reveals  monetary  policy. 

What  made  the  Fed 
switch  signals? 
Or  did  it? 


HIS  spring's  precipitous  drop  in 
short-term  interest  rates  was  the 
Federal  Reserve  Board's  signal  that 
ancial  crisis  is  over  and  the  Fed  is 

up.  If  that  is  how  you  read  the 
on  you  are  dead  wrong,  says  Em- 
.  Rice,  a  former  senior  vice  presi- 
f  the  National  Bank  of  Washington 

and  currently  one  of  the  seven 
1  Reserve  Board  governors.  Says 
"It  is  no  longer  valid  to  view 
:s  in  interest  rates  as  signaling  a 
:  in  policy.  A  decline  in  interest 
eflects  a  decline  in  demand  for 
,  not  a  shift  away  from  a  policy  of 
ary  restraint." 

adds  firmly:  "The  Fed  isn't  aban- 
;  its  policy  of  monetary  restraint." 
t's  going  on  then?  According  to 
he  Fed,  through  its  usual  tools  of 
narket  operations  and  reserve  re- 
lents, is  working  to  hold  growth  in 
the  narrowly  defined  money  sup- 
thin  a  target  band  of  3V2  %  to  6%. 
makes  interest  rates  fluctuate? 
r  the  demand  for  money.  The  Fed, 
it,  will  see  that  enough  money  is 
ile  to  assure  slow,  steady  growth  in 
aney  supply.  If  demand  is  high, 
t  rates  will  rise  to  ration  available 
to  the  highest  bidders.  If  demand 
lit  is  low,  interest  rates  will  drop 
courage  borrowing.  Like  any 
'  the  interest  rates  bring  demand 
ilance  with  supply.  But  you  can't 
ie  Fed's  intention  on  money  sup- 
week-to-week  or  even  month-to- 

changes  in  the  aggregates;  the 
l't  fine  tune  to  that  extent.  It's  the 
inge,  six  months  to  a  year,  that 
i  and  in  that  the  Fed  remains  firm, 
ce  is  correct,  the  sharp  drop  in 
t  rates  reflects  a  slowing  of  the 
ny — of  the  demand  for  money — 
than  a  change  in  Fed  policy, 
chairman  Paul  A.  Volcker  has  said 
:he  same  thing:  "It's  dangerous  to 


assume  the  changes  in  interest  rates  are 
a  flip-flop  in  monetary  policy." 

The  figures  bear  out  what  Rice  and 
Volcker  say.  While  interest  rates  were 
falling,  the  money  supply  was  shrinking. 
As  measured  by  Ml-A,  it  fell  from  $376.4 
billion  to  $365.5  billion  between  Mar.  12 
and  Apr.  30 — a  stomach-wrenching  drop. 


Warns  Emmett  Rice:  "Any  significant 
change  in  Fed  policy  must  be  found  in 
long-run  trends  of  the  aggregates.  Don't 
let  declining  interest  rates  mislead  you. 
They  are  a  sign  of  a  weakening  economy, 
not  of  a  change  in  Fed  policy." 

Of  course  if  inflation  continues  at  a 
high  rate,  interest  rates  won't  drop  much 


It  only  looks  inconsistent 

The  level  of  bank  lending  and  investment — a  consequence  of  Federal 
Reserve  monetary  policy — bounces  sharply  month-to-rnonth,  but 
there  is  no  mistaking  the  present  policy  of  cutting  back.  Clearly,  the 
banks  are  doing  less  lending.  The  federal  funds  rate  is  falling,  not  to 
make  borrowing  cheaper,  but  because  of  slack  demand. 
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Annualized  it  comes  to  a  rate  of  decline 
of  22% — unsustainable.  This  means 
there  was  insufficient  demand  for  credit 
at  20% -plus  interest  rates  to  absorb  the 
potential  supply.  So  interest  rates  fell  and 
will  keep  falling  until  the  economy  takes 
as  much  money  as  the  Fed  is  willing  to 
supply — but  not  any  more  than  the  Fed 
wants  it  to  have. 


further.  At  a  certain  point  people  will 
borrow  to  arbitrage  between  the  infla- 
tion and  interest  rates.  Only  a  decline  in 
the  inflation  rate  will  lower  interest  rates 
further  and  keep  them  down.  Volcker: 
"Look  around  the  world.  The  countries 
that  have  been  most  successful  in  curb- 
ing monetary  growth  and  inflation  have 
the  lowest  interest  rates."  ■ 


Capital  Markets 


You  could  buy  tax-exempt  bonds  only  to 
discover  the  interest  is  not  tax  deductible. 


GAMES  BOND 
DEALERS  PLAY 


By  Ben  Weberman 


Underwriters  and 
peddlers  of  tax- 
exempt  bonds  have 
a  knack  of  wrapping 
themselves  in  the 
flag.  Isn't  what  they 
are  doing  socially 
desirable?  Isn't 
home  ownership 
something  we  all 
want  to  encourage? 
Wrapped  in  this  flag,  the  tax- 
exempt  fraternity  is  raising  money  for 
financing  such  things  as  $225,000 
houses  in  San  Francisco  and  shopping 
centers.  Do  shopping-center  operators 
and  owners  of  $225,000  homes  really 
deserve  to  have  their  interest  costs 
subsidized  by  the  U.S.  Treasury?  At 
the  same  time  they  are  taking  tax- 
savings  deductions  for  property  taxes 
and  interest. 

Here's  another  doubtful  practice: 
Some  municipalities  are  selling  tax- 
free  housing  bonds  at  the  low  interest 
cost  that  federal  income-tax  exemp- 
tion makes  possible;  they  then  turn 
around  and  invest  the  proceeds  at  a 
profit  in  higher-yielding  taxable  (but 
not  for  them)  securities. 

Is  this  what  Congress  and  the 
courts  intended  long  ago  when  they 
ruled  that  interest  on  obligations  of 
state  and  local  governments  is  exempt 
from  the  federal  income  tax?  No,  it 
isn't,  but  where  there's  a  way,  the  tax- 
exempt  boys  have  the  will. 

These  little  games  also  produce  a 
nice  profit  for  some  smart  investors. 
Today's  high  interest  rates  have 
dropped  the  price  of  many  of  the  tax- 
exempt  housing  issues  well  below  par. 
However,  since  beneficiaries  of  the 
issue  pay  principal  as  well  as  interest, 
these  bonds  are  gradually  paid  off  be- 
fore maturity — at  par — even  though 
the  bonds  theoretically  may  be  de- 
cades from  maturity.  So,  investors  are 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


getting  a  nice  capital  gain.  Socially 
desirable?  Come  on  now,  fellows. 

You  want  to  hear  more?  Take  in- 
dustrial development  bonds.  The  con- 
cept was  originated  to  help  poverty- 
stricken  southern  states — our  own 
less  developed  counties.  They  were 
permitted  to  sell  bonds  in  the  name  of 
a  community  to  build  a  factory.  The 
security  is  the  lease  of  facilities. 

What  are  the  industrial  develop- 
ment bonds  being  used  for  today? 
McDonald's  Corp.  is  building  ham- 
burger facilities  with  proceeds  from 
tax-free  bonds.  K  mart  stores  must 
also  have  a  social  purpose.  How  about 
dental  offices?  Yup.  The  kids'  braces 
must  be  socially  desirable,  too. 

The  Congressional  Budget  Office 
has  calculated  that  about  $7  billion  of 
small-issue  industrial  development 
bonds  were  sold  last  year.  Pearl  Rich- 
ardson, staff  member  of  the  Budget 
Office,  says  many  of  the  issues  had  no 
demonstrable  public  purpose. 

The  bond  fraternity  is  worried.  It 
fears  so  many  abuses  will  crop  up  that 
the  public  and  Congress  will  become 
overly  restrictive,  and  perhaps  even 
do  away  with  tax-exempt  interest 
completely.  One  bank  in  Oregon  re- 
ports that  it  has  purchased  so  many  of 
the  high-yielding  special  purpose  tax- 
free  bonds  that  it  has  not  taken  any 
regular  state  and  local  government 
general  obligations  in  years.  That 
means  the  government  that  wants  to 
build  a  bridge,  a  sewer  or  a  town  hall 
has  a  lower  priority  than  McDonald's. 

Representative  Al  Ullman  (D-Ore.), 
who  heads  the  tax-writing  Ways  & 
Means  Committee,  tried  to  cut  off 
sale  of  the  city  and  county  housing 
mortgage  bonds.  The  bill  is  still  in 
committee.  Meanwhile,  more  than 
$10  billion  of  these  issues  have  come 
to  market  this  year  despite  a  supposed 
cutoff  date  last  October.  Senator  Rus- 
sell B.  Long  (D-La.),  who  heads  the 
Senate  Finance  Committee,  recently 
told  issuers  to  go  ahead  and  sell  all 
they  want  because  the  Ullman  pro- 
posal, if  it  passes  the  House,  would 
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never  go  through  the  Senate. 

Abuses  are  mounting  daily.  Cons 
er  this  one:  An  advance  refunded 
sue  is  one  created  when  an  issu 
government  sells  a  second,  similar 
fering  and  puts  the  proceeds  in 
crow — usually  invested  in  U.S.  Ti 
sury  issues — to  assure  payment  of 
first  issue.  The  stated  purpose  is 
save  interest  cost  on  the  first  iss 
The  real  purpose  in  many  cases  is 
make  a  profit  for  the  local  gove 
ment  between  the  tax-exempt  be 
interest  cost  and  the  yield  on  the  t 
able  escrowed  securities.  Arbitr. 
pure  and  simple. 

The  Internal  Revenue  Service  set 
strict  limits  on  advance  refund 
proceeds  investments.  Any  gove 
ment  that  exceeded  these  restrictic 
was  told  its  securities  were  no  Ion 
in  the  tax-exempt  interest  categor> 

Nevertheless,  several  months  a 
tempted  by  high  interest  rates  in  t 
market,  many  of  the  governmei 
were  convinced  by  underwriters  a 
lawyers  to  cash  in  their  escrowed 
curities  and  buy  higher-yielding  n 
securities  for  escrow.  How  did  th 
keep  the  earnings  within  the  arbitr 
limitations?  The  underwriters  { 
lawyers  charged  exorbitant  fees  ■< 
applied  the  fees  to  the  interest  diff 
ential.  This  brought  the  earnings 
the  community  down  to  the  IRS  ar 
trage  limits. 

But  the  IRS  has  now  stated  publii 
that  it  considers  many  of  these  issi 
to  no  longer  be  tax  free.  It  won't  s 
which,  because  it  is  still  auditing. 

As  a  result,  billions  of  dollars 
outstanding  prerefunded  bond  issi; 
are  now  under  a  cloud.  My  advice 
Stay  away  from  issues  of  this  ty 
unless  you  are  sure  they  are  not  bei 
scrutinized  by  the  IRS.  The  agency 
•auditing  prerefunded  issues  to  det 
mine  if  they  have,  in  fact,  exceed 
the  arbitrage  limits  that  would  ma 
their  interest  taxable.  Some  issii 
whose  names  have  cropped  up  as  lj 
ing  scrutinized  include  Forest  Hi 
School  Authority,  Penna.,  Purcha 
Line  School  District  School  Buildi 
Authority,  Penna.,  even  Marico 
County,  Ariz.,  to  name  a  few. 

Look  at  what  Purchase  has  dor 
For  a  $5  million  facility,  it  borrow 
over  $5  million  in  1975,  refunded  th 
in  1976  and  refunded  again  in  197 
Today  $20  million  of  debt  is  outstan 
ing  earning  large  arbitrage  profi 
thanks  to  a  $5  million  schoolhouse. 

When  the  Feds  finally  crack  dow 
the  bondholders  may  find  themselv] 
holding  taxable  bonds  when  they  paj 
for  tax-exempts.  ■ 
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The  Professionals 

Experience,  stature  and  leadership. 
The  International  Monetary  Market. 


When  it  comes  to  experience 
in  financial  futures,  there  is 
simply  no  close  second  to  the 
International  Monetary  Mar- 
ket. It  pioneered  financial  fu- 
tures trading  in  1972.  The  IMM 
traded  only  financial  futures 
then — as  it  does  now.  Its  brok- 
ers were  drawn  originally  from 
experienced  futures  traders 
with  years  of  background  in 
the  mechanics  of  trading. 
Quick  to  join  them  were  ex- 
perts from  the  fields  of  govern- 
ment securities  dealers,  the 
interbank  foreign  exchange 
market  and  bullion  traders. 
Today  the  trading  sophistica- 
tion of  these  brokers  is  unpar- 
alleled in  the  futures  industry. 

The  1A\M  is  the  pre-eminent  fi- 
nancial futures  market — offer- 
ing twelve  contracts  covering 
the  spectrum  of  the  financial 
world:  90-Day  Treasury  Bills, 
1-Year  Treasury  Bills,  4-Year 
Treasury  notes,  Gold,  British 
Pounds,  Deutsche  Marks, 
Canadian  Dollars,  Mexican 
Pesos,  French  Francs, 
Japanese  Yen,  Swiss 
Francs  and  Dutch 
Guilders. 


No  other  exchange  has  the 
breadth  of  contracts  nor  the 
depth  of  personnel — over 
1000  member  traders — to 
handle  enormous  trading  vol- 
ume on  a  worldwide  basis. 

The  IMM  has  been  hailed  in 
government  and  financial  cir- 
cles as  the  leading  exchange 
in  the  all-important  function  of 
protecting  its  customers'  in- 
vestments. There  are  numer- 
ous safeguards  to  insure  this. 
But  the  most  important  one  is 
the  IMM  clearing  system.  Each 
business  day  the  change  in 
value  of  every  open  contract  is 
compensated  for  by  a  cash 
settlement.  An  example  of 
how  efficiently  the  system 
operates  occurred  in  1976 
when  the  Mexican  Peso 
was  devalued 
more  than 
40%  against 
the  dollar. 


Despite  this  massive  readjust- 
ment, the  Peso  continued  to 
trade  and  no  defaults  occurred 
— in  fact  there  has  never  been 
a  default  on  the  IMM. 

No  other  financial  futures  ex- 
change can  match  the  proven 
professionalism  of  the  Interna- 
tional Monetary  Market. 

For  additional  information  . 
on  the  IMM,  call  toll-f  ree^ 
800-228-2027; 
in  Nebraska 
402-571-4900; 
in  London 
01-920-0722.  x.  £ 
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Stock  Comment 


MON  EY  &  INVESTMENTS 


Seven  postwar  recessions  have  been  abort- 
ed before  the  excesses  were  corrected^  Can 
we  really  expect  this  one  to  be  different? 

PRESSURES 
WILL  MOUNT 


By  Heinz  H.  Biel 


The  economic  pic- 
/P"  •      turc    has  become 

much  clearer  in 
recent  weeks,  but 
that  doesn't  make 
the  outlook  any 
brighter.  The  reces- 
sion is  here,  and  for 
some  industries  it 
has  come  with  a 
vengeance.  No  one 
talks  about  it  any  longer  as  likely  to  be 
brief,  with  a  "soft  landing"  assured. 
Now  the  headlines  read:  "Executives 
Predict  Steep  Slump." 

Even  executives  have  been  known 
to  be  wrong  at  times — like  everybody 
else — but  the  pinch  is  being  felt  more 
and  more  strongly.  First-quarter  earn- 
ings reports  were  "mixed."  Some 
were  remarkably  good;  others  were 
just  plain  awful.  Second-  and  third- 
quarter  results  are  likely  to  be  less 
mixed.  A  much  larger  number  would 
fall  into  the  "disappointing"  category. 

The  one  question  we  all  would  like 
to  have  answered  is  how  steep  and 
how  long,  but  since  so  much  depends 
on  what  we  are  going  to  do  about  this 
recession,  any  forecast  would  be  little 
better  than  a  guess. 

Professional  economists  count  sev- 
en recessions  since  the  end  of  World 
War  II.  None  of  them  was  allowed  to 
run  its  course.  They  all  were  aborted 
before  the  excesses  and  imbalances 
created  by  the  preceding  period  of  ex- 
pansion were  fully  corrected.  After 
some  struggling,  even  Eisenhower 
caved  in  and  yielded  to  the  mounting 
pressure  that  he  do  something  to  turn 
the  economy  around.  By  the  time  he 
gave  it  the  needle,  there  really  was  no 
longer  a  need  for  artificial  stimulants. 
Do  you  think  that  the  present  Admin- 
istration has  a  stronger  backbone,  par- 
ticularly in  an  election  year? 
President  Carter  has  cited  the  de- 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  fanney  Montgomery  Scott 


cline  in  interest  rates  and  the  smaller 
rate  of  increase  in  wholesale  prices  as 
an  indication  of  progress  in  the  battle 
against  inflation.  Well,  let  him  have 
this  illusion.  When  you  make  credit 
hard  to  get  and  very  expensive, 
thanks  to  the  Fed's  monetary  re- 
straints, the  demand  for  credit  is 
bound  to  subside.  Wholesale  prices  are 
also  affected  by  the  high  cost  of  bor- 
rowed money  and  a  slackening  de- 
mand. "The  country  ought  to  give  a 
medal  to  Paul  Volcker,"  said  Du  Pont 
Chairman  Irving  S.  Shapiro  the  other 
day.  I  couldn't  agree  more. 

But  greater  pain  lies  ahead.  The  un- 
employment rate  will  be  up  to  7Vi% 
to  8%  before  long.  This  will  make 
things  look  worse  than  they  actually 
are,  because  so  many  people  have  sec- 
ond and/or  unrecorded  jobs,  but  high 
unemployment  figures  are  political 
poison.  It  is  a  safe  prediction  that  Mr. 
Carter  will  be  subjected  to  ever  great- 
er pressures  to  end  the  recession,  to 
alleviate  the  human  suffering,  to  get 
the  country  going  again.  Politicians 
and  labor  leaders  will  form  a  united 
front,  and  businessmen  who  see  their 
profits  shrink  will  chime  in,  demand- 
ing protection  against  foreign  im- 
ports, subsidies  for  housing,  easier 
credit,  etc.  It's  nothing  new.  We  have 
seen  it  all  before. 

And  what  will  Mr.  Carter  do?  Will 
he  use  the  powers  of  his  office  to 
prevail  on  Mr.  Volcker  to  ease  up  on 
the  Fed's  credit  and  money  growth 
restraints?  Will  he  yield  to  demands 
for  a  large  tax  reduction  and  for  make- 
work  programs  a  la  WPA?  And  how 
will  Paul  Volcker  react  when  the  heat 
is  turned  on? 

The  stock  market  is  as  aware  of 
these  questions  as  you  and  I.  All 
things  considered,  it  has  been  remark- 
ably unruffled  lately  even  though  it 
looks  a  bit  shaky  at  times.  There  is  a 
tendency  to  look  across  the  valley,  as 
the  saying  goes,  visualizing  a  business 
upturn  coming  in  the  not  too  very  far 
future,  maybe  late  this  year  or  in  early 
1981.  Indicative  may  be  the  rather 


heoi 


confident  attitude  of  Atvin  Indus/ 
(10),  whose  business  is  two-thi 
automotive,  and  whose  first-qua] 
profits  slumped  to  6  cents  a  sh 
from  94  cents  the  year  before.  Beca 
of  its  greatly  strengthened  finan< 
position,  Arvin  intends  to  maint 
its  present  $1.12  dividend  rate, 
spite  expected  poor  earnings  for 
least  the  next  two  quarters. 

It  is  also  noteworthy  that  price 
stocks  of  the  major  forest  produ 
companies,  whose  outlook  is  mur 
seem  to  have  stabilized.  They  n 
have  a  bad  year  every  once  ir 
while— and  1980  is  sure  to  be  on 
but  the  good  and  unique  thing  ab 
this  industry  is  that  trees  you  d( 
cut  this  year  will  keep  growing  and 
more  valuable  next  year.  Despite 
mediocre  near-term  oulook,  rep 
sentation  in  stocks  like  Weyerhaeu 
(31),  Georgia-Pacific  (25),  Louisia, 
Pacific  (21),  International  Paper  [c 
Crown  Zellerbacb  (41),  to  mention  j 
a  few,  seems  fully  warranted.  Th 
risk/reward  ratio  is  now  favorable 

Investors  are  puzzled  by  the  pi 
market  action  of  Boeing  (34),  desp 
an  excellent  first-quarter  report  ($1 
a  sharers.  $1.12)  and  foreseeably  gc 
earnings  for  the  next  several  yea 
Some  hard-pressed  airlines  may  hi 
to  cancel  orders,  but  basically  th 
are  postponements,  because  sooner 
later  this  equipment  will  be  need 
Meanwhile  noncommercial  gove 
ment  business  is  likely  to  increa 
taking  up  any  possible  slack.  I  gi 
Boeing  a  buy/bold  rating. 

Whenever  the  stock  of  "his"  co 
pany  falls  to  a  level  that  Henry 
Singleton  thinks  is  stupidly  low,  li 
9 1  in  April,  he  pulls  another  rabbit  c 
of  his  hat.  Teledyne's  (121)  offer 
exchange  a  million  (or  more)  comm 
shares  for  a  10%  debenture  at  the  i£ 
of  $160  par  value  for  each  share 
stock  propelled  it  toward  its  old  (19 
high.  Teledyne's  devoted  followe 
including  myself,  love  it. 

Colgate-Palmolive  (14),  a  divide 
payer  since  1895,  is  now  a  batter 
blue  chip,  down  over  60%  from 
high  just  a  few  years  ago.  To  be  sure 
is  not  easy  to  have  to  play  secoi 
fiddle  to  Procter  &  Gamble,  but  Co 
gate's  management  also  made  m 
takes  of  its  own,   requiring  hef 
writeoffs  last  year.  New  people  are 
the  helm  now,  and  earnings  are  e 
pected  to  hold  up  well  this  year.  Ti 
$1.08  dividend  rate  should  be  secui 
Recent  activity  in  the  stock  may 
attributable  to  unsubstantiated  tak 
over  rumors.  I  like  the  stock  as 
limited  risk  speculation.  ■ 
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Ashland  reports  record 
6  months  earnings. 

Announces  breakthrough 
in  refining  technology. 


Ashland  Oil's  recently  released  6 
iths  report  brought  good  news  to  the 
ipany  and  its  stockholders — and  to 
rgy  users  everywhere 

The  financial  part  of  the  story  made 
Dry  The  technological  part  could 
;e  history. 

Together  they've  elevated  Ashland 
3  strongest  financial  and  competitive 
dition  ever 

icome  up  to  record  $123  million. 

For  the  first  6  months  ended  March 
1980,  Ashland  reported  record 
ime  of  $123.3  million  vs  $779  mil- 
far  the  same  period  last  year — an 
sase  of  58%.  This  included  a  non- 
jrring  gain  of  $16  5  million  in  the  first 
of  fiscal  1980  and  a  nonrecurring 
!  million  loss  in  the  corresponding 
3  period 


lings  per  share 
lonths  ended 
March  31 


$2.04 


1979  1980 

Primary  earnings  (including  non- 
irring  items)  rose  to  $4.09  per  share 
i  $2.04  per  share  in  1979 

Sales  and  operating  revenues  for 
5  months  period  totaled  $4  billion  up 
>  from  $2.96  billion  last  year.  Reve- 

3  for  the  guarter  ended  March  31. 

).  increased  38%  to  just  over  $2  bil- 
and  net  income  increased  74%  to 

4  million. 

Ashland's  technological  feats  are 
Ding  pace  with  its  financial  ones.  For 
nple: 

25%  greater  gasoline  yield. 

Ashland  recently  announced  a 
ilutionary  new  refining  process  that 


More  gasoline  from  the 
same  barrel  of  crude. 

>  f 

GASOLINE 

>  <         62%  > 


a  r    1    Other  fuels  < 

M  /0  and  gases 

  39% 

Heavy  fuel  oil  16%  I     L    1 

^    _j    \^  Heavy  fuel  oil  4%  _J 

Without  RCC  unit  With  RCC  unit 

(Processing  gains  In  terms  of  volume  the  total  output  of 
products  is  greater  than  the  input  ) 

could  increase  the  yield  of  gasoline  from 
a  barrel  of  heavy,  high-sulfur  crude  oil 
Perhaps  by  as  much  as  25%.  Called 
Reduced  Crude  Conversion  (RCC), 
the  process  offers  Ashland  unigue 
advantages  as  the  U.S.  adjusts  to  the 
use  of  the  greater  amounts  of  heavy, 
high-sulfur  crude  oil  that  should  be 
available  in  the  international  crude  oil 
market  in  this  decade 

Dr.  John  C.  Sawhill,  Deputy  Secre- 
tary of  Energy,  hailed  the  Ashland  proc- 
ess as  "an  important  plus  in  helping 
solve  our  energy  problems." 

Ashland  has  successfully  tested 
the  RCC  process  for  two  years  at 


Ashland  Results* 

(In  millions  except  per  share  data) 

Six  months 

ended  March  31, 

1980 

1979 

Sales: 

$4,030 

$2,962 

Net  Income 

Operations/Investments 

106.8 

81.2 

Nonrecurring  Items 

16.5 

(3.3) 

$  123.3 

$  77.9 

Primary  earnings 

per  share: 

Operations  Investments 

$  3.51 

$  2  13 

Nonrecurring  Items 

.58 

(09) 

$  4.09 

$  2.04 

Average  shares  outstanding 

28.4 

35.2 

'unaudited 

the  company's  Catlettsburg,  Kentucky 
refinery.  A  40,000-barrel-a-day  conver- 
ter is  planned  with  a  target  start-up  date 
of  early  1982 

60-million-gallon  ethanol  plant. 

Another  significant  energy  develop- 
ment is  a  proposed  joint-venture  60- 
million-gallon-a-year  ethanol  plant  to 
be  built  at  South  Point,  Ohio 

The  ethanol  would  be  used  to  make 
gasohol.  The  plant  will  consume  24  mil- 
lion bushels  of  corn  a  year  and  will 
displace  about  1  5  million  barrels  of 
imported  crude  oil  per  year  The  ethanol 
produced  will  account  for  roughly  12% 
of  President  Carter's  immediate  produc- 
tion goals  of  500  million  gallons  a  year. 

The  South  Point  facility  will  be  the 
nation's  first  full  scale,  coal-fired  etha- 
nol plant.  It  should  be  at  full  capacity 
by  1983. 


Write  for  our  new  6  Months  Report, 
and  a  copy  of  our  March  31  "Presenta- 
tion to  New  York  Security  Analysts"  to 
W.P  Hartl,  Director,  Financial  Communi- 
cations Dept.,  Ashland  Oil,  Inc..  PO 
Box  391,  Ashland,  Kentucky  41101. 


Ashland 


GASOLINE 

50% 


Other  fuels 
<[     and  gases  ) 

36% 


Heavy  fuel  oil  16% 


Commodities 
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Markets  will  often  reflect  real  cash  com- 
modity costs  and  provide  spread  traders 
with  potentially  profitable  opportunities. 

CARRYING  CHARGE 
SPREADS 


By  Stanley  W.  Angrist 


Market  letters 
and  many  other 
commentaries  on 
the  commodities 
market  frequently 
use  the  term  "carry- 
ing charges."  Thus 
my  mail  quite  often 
contains  questions 
about  the  term, 
what  it  means  and 
how  the  charges  are  computed. 

The  term  generally  includes  those 
costs  that  are  incurred  in  warehousing 
the  physical  commodity,  including  in- 
terest, storage  and  insurance.  A  "full 
carrying-charge  market"  is  a  situation 
that  exists  in  the  futures  market 
when  the  price  difference  between  de- 
livery months  reflects  the  full  cost  of 
interest,  storage  and  insurance.  Obvi- 
ously, when  one  spots  a  situation  in 
the  futures  market  that  reflects  full  or 
nearly  full  carrying  charges,  one  can 
buy  the  nearby  contract,  sell  the  dis- 
tant one  and  risk  very  little.  Such  situ- 
ations are  sometimes  called  "limited- 
risk  spreads." 

Not  all  commodities  are  subject  to 
carrying-charge  analysis.  Wheat,  corn, 
oats,  soybeans  and  cotton  are,  howev- 
er, for  two  reasons.  First,  their  produc- 
tion is  an  annual  event,  rather  than  a 
continuous  daily,  weekly  or  monthly 
process.  Second,  these  commodities 
are  nonperishable  and  retain  market 
quality  and  user  desirability  for  a  rath- 
er long  period  of  time  while  in  stor- 
age. These  characteristics  do  not  exist 
in  nonstorable  commodities,  such  as 
hogs,  cattle,  feeder  cattle,  eggs  and 
broilers. 

Since  the  grains,  soybeans  and  cot- 
ton are  harvested  over  a  relatively 
short  period  of  time  and  must  be 
stored  for  later  use,  there  arises  a 
risk  of  ownership  through  adverse 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


price  changes.  Storage  and  insurance 
costs  are  known  at  any  given  time 
in  the  futures  market.  The  storage 
costs  are  not  negotiable  between 
buyer  and  seller.  The  established 
storage  rates  do  not  fluctuate  with 
the  price  level  of  a  commodity  or 
with  interest  rates. 

All  of  the  grains,  plus  soybeans  at 
present,  cost  4.80  cents  per  bushel  per 
month  to  store  and  insure;  cotton 
costs  three-tenths  of  1  cent  ($0,003) 
per  pound  to  store  and  insure. 

While  the  storage  costs  of  a  com- 
modity do  not  change,  the  interest 
costs  can  vary  considerably,  depend- 
ing on  two  factors:  the  price  level  of 
the  commodity  and  the  interest  rate. 
The  table  below  lists  the  monthly 
carrying  charges  for  several  different 
interest  rates  and  price  levels  for  the 
grains  and  soybeans.  As  you  will 
notice,  the  carrying  charges  per. 
month  for  a  grain  selling  for  $4.50 
per  bushel  can  vary  from  8.55  cents 
per  bushel  to  12.30  cents,  depending 
on  the  interest  rate. 

Whenever  the  spread  difference 
between  the  nearby  and  futures  con- 
tracts approaches  the  monthly  costs 
indicated  in  the  table,  then  a  specu- 
lative trade  of  limited  risk  is  avail- 
able. The  reason  for  the  limited  risk 
is  that  a  commodity-producing  hedg- 
er  probably  will  not  deliver,  but  rath- 
er move  forward  his  short  hedge, 


thereby  earning  the  carrying  cha 
However,  note  well  that  as  int« 
rates  rise  or  fall  so  will  carr 
charges.  This  lesson  was  broi 
home  painfully  to  limited 
spreaders  in  the  recent  runup  lr 
terest  rates. 

Except  in  unusually  bearish  si 
tions,  where  supplies  far  exceed 
mand,  full  carrying  charges  will  ra 
be  reflected  in  the  market.  The 
sons  for  not  achieving  full  carr 
charges  are:  1)  Elevator  owners 
store  and  borrow  money  more  ch 
ly  than  speculative  traders;  2)  the 
an  advantage  in  owning  the  cash  c 
modity  by  elevators  with  avail 
storage  space;  and  3)  large  specula 
can  achieve  a  tax  advantage  via  a 
ership  of  the  cash  commodity  aga 
a  future  short-hedge  position,  posa 
by  way  of  a  capital  gain. 

As  a  result,  both  commercial  in 
ests  and  large  speculators  are  will 
to  put  on  carrying-charge  spre 
and  are  willing  to  roll  short-he 
positions  forward  before  the  spre 
attain  a  "no-risk"  full  carry 
charge  level. 

An  example  of  a  partial  limited- 
spread  exists  in  the  soybean  mar 
July  is  selling  at  about  a  9-cents- 
bushel  discount  to  August.  Accord 
to  the  table,  using  an  interest  rat 
16%  and  a  price  level  of  $6.50  I 
bushel,  full  carrying  charges  are  at 
13.5  cents  per  bushel  for  one  moi 
Any  tightness  in  soybean  suppl 
threat  of  bad  weather,  or  a  furt 
collapse  in  interest  rates  would  c£ 
the  near  month  (July)  to  gain  on 
distant  and  thus  turn  profitabl 
spread  of  long  July/short  August  be; 
The  risk  on  this  spread  is  the  dil 
ence  between  the  current  spread  le 
(9  cents)  and  full  carrying  chai 
(13.5  cents)  or  about  4.5  cents 
bushel  ($225  per  spread).  The  mai 
on  this  spread  is  $400,  with  a  rou 
turn  commission  of  around  $85.  I 


Grain  carrying  charges 


How  much  it  costs  to  own,  store  and  insure  a  bushel  of  grain  or  soybean; 
per  month  is  shown  in  the  table  below.  Changes  in  interest  rates  or  price 
levels  can  produce  major  changes  in  carrying  charges. 


Interest 
rate 


$2.50 


$3.50 


-Price  level '- 
$4.50 


$5.50 


$6.50 


10% 

6.88  cents2 

7.72  cents2 

8.55cents2 

9.38  cents2 

10.22cents; 

12 

7.30 

8.30 

9.30 

10.30 

11.30 

14 

7.72 

8.88 

10.05 

11.22 

12.38 

16 

8.13 

9.47 

10.80 

12.13 

13.47 

18 

8.55 

10.05 

11.55 

13.05 

14.55 

20 

9.38 

10.63 

12.30 

13.97 

15.63 

■Price  of  grain  or  soybeans  per  bushel. 

2Carrying  charges  per  bushel  per  30-day  month.  Each  of  these  numbers  includes  4.80  cents 
per  bushel  for  storage  and  insurance. 
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Forum  for  world  leaders. 

When  China's  Vice  Premier  Deng  Xiaoping  Teng  visited 
Washington,  the  world's  balance  of  power  began  to  change. 

Just  before  leaving  China,  Deng  had  spoken  freely  to 
one  American  publication  about  the  purpose  and  signifi- 
cance of  his  visit. 

As  had  Brezhnev  a  few  weeks  before,  Deng  spoke 
exclusively  to  TIME.  Partly  because  in  TIME  his  ideas 
would  be  spread  among  the  leadership  community  in  all  the 
nations  important  to  an  emerging  China;  and  partly  because 
TIME  has  long  been  recognized  as  the  foremost  journal  of 
news  in  the  world. 

It  is  the  importance  of  TIME  Magazine— known  in  any 
land  or  language— that  gains  it  entrance  to  the  hard-to- 
see. . .  and  earns  it  more  readers  in  more  countries  than  any 
other  news  magazine. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1480  All  Rights  Reserved 


Financial  Strategy 


The  rational  objective  of  investment  is  to 
own  a  share  in  a  solid  business  whose 
profits  will  rise  faster  than  inflation. 

A  DIFFICULT 
MARKET? 


MONEY  &  INVESTMENTS 


By  John  Train 


In  the  investment 
counsel  business 
these  days,  you 
quite  often  meet 
people  who  say, 
"Boy,  this  must  be  a 
tough  market  to  op- 
erate in!" 

One  tends  to  nod 
vaguely.  In  fact, 
though,  I  would  say 
it  is  by  no  means  a  difficult  market. 
On  the  contrary,  in  many  ways  it  is 
an  unusually  safe  market  for  the  in- 
vestor, if  you  know  what  you  want. 

One  should  distinguish  between  in- 
vestment and  speculation.  They  are 
two  entirely  different  functions,  and 
as  far  as  most  readers  are  concerned, 
they  would  be  much  better  advised  to 
think  entirely  as  investors  and  ignore 
speculation  entirely.  By  investment  I 
mean  buying  something — a  house,  a 
car,  a  stock — after  you  know  a  lot 
about  it  and  because  it  will  give  you 
what  you  need.  By  speculation  I 
mean  not  knowing  much  about  what 
you  are  buying  or  whether  it  really 
suits  you,  and  just  betting  that  it  is 
going  to  go  up. 

For  most  speculators,  obviously,  the 
last  few  years  have  been  disappoint- 
ing. The  investor,  on  the  contrary,  has 
had  a  satisfactory  time.  Let  me  ex- 
plain why. 

I  would  say  that  the  only  rational 
objective  of  investment  these  days  is 
to  want  to  own  a  share  in  a  safe,  solid 
business  whose  profits,  and  thus  divi- 
dends, will  rise  substantially  faster 
than  inflation. 

Have  investors  in  fact  been  able  to 
buy  such  a  satisfactory  "indexed" 
stream  of  dividends  at  an  attractive 
price  the  last  year  or  two?  I  would 
say  that  they  have.  This  is  unlike 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


the  situation  in,  for  instance,  1972, 
when  everybody  felt  fine  about  the 
market  and  good  stocks  were  over- 
priced. Let  us  consider  two  specific 
current  examples: 

Engelhard  Minerals  thrives  on  inter- 
national confusion.  Its  most  exciting 
activity  is  as  the  world's  most  skillful 
and  largest  broker  of  crude  oil  and 
commodities,  notably  minerals,  via 
its  Philipp  Brothers  division. 

As  Third  World  countries  that  were 
formerly  held  by  European  powers 
have  become  independent,  and  new 
governments  take  increasing  control 
of  oil  and  commodity  exports,  they 
are  attracted  by  the  idea  of  disposing 
of  their  oil  and  mineral  production 
through  channels  that  are  relatively 
free  of  the  colonial  taint,  notably  the 
old  concessionary  companies.  Philipp 
Brothers,  which  sounds  modest  and 
unpolitical,  seems  like  an  attractive 
alternative. 

Then,  the  buying  countries  often 
can't  pay  cash  these  days.  A  huge  and 
lively  commodity  trading  company 
can  arrange  bilateral  or  even  trilateral 
or  quadrilateral  barter  deals.  China 
wants  oil,  but  has  no  freely  traded 
currency.  China  does  have  tungsten. 
So  the  tungsten  goes  to  South  Africa 
for  ferro-alloys,  which  are  sold  to 
West  Germany  for  deutsche  marks, 
with  which  China  can  pay  for  the  oil. 

Still  another  reason  is  that  many 
countries  maintain  nominal  embar- 
goes of  other  countries,  such  as  the 
Arab  embargo  of  the  U.S.  during  the 
last  Arab-Israeli  conflict,  our  imbro- 
glio with  Iran,  everybody's  embar- 
goes of  South  Africa,  and  so  on.  In 
fact,  however,  commodities — like 
water — always  reach  their  own  level. 
It  is  impossible  to  prevent  business 
from  being  done.  It  does,  however, 
require  a  highly  imaginative,  skillful 
and  discreet  intermediary.  Engelhard 
fills  the  bill. 

Engelhard's  management  is  the 
world's  standard  in  its  industry  for 
skill,  experience  and  breadth.  It  trades 
over  150  commodities,  which  gives 


one  a  feel  for  what  is  going  on. 

The  company  has  immense  fa- 
cial strength,  and  its  traders 
linked  to  every  country  it  serves 
communications  system  of  astor 
ing  sophistication.  Because  of  its 
ord  of  profitability,  it  has  little  c 
culty  in  obtaining  whatever  finan 
is  required. 

Altogether,  a  business  I  am  deli 
ed  to  be  a  partner  of.  How  much  t 
it  cost  me  to  buy  in?  Not  25  ti 
earnings,  as  in  1972;  not  15,  1( 
even  8.  Engelhard  is  now  selling 
roughly  4  times  1980  earnings, 
pending  on  whose  projections 
use.  Although  the  yield,  based  on 
jected  1980  dividends,  is  barely 
the  five-year  compounded  growth 
of  dividends  has  been  24%. 

Is  the  market  that  has  brought 
admirable  company  down  to  such 
gain  level  a  difficult  market?  Far  f 
it.  It's  a  very  obliging  market. 

Another  example  of  an  attracti" 
priced  stock  is  A  T.  Cross.  After 
years  in  the  pen  business,  what  we 
here  is  the  apotheosis  of  the  learr 
curve.  It  has  so  perfected  its  manu 
turing  techniques  that  labor  costs; 
only  12%  of  sales. 

I  must  confess  that  I  find  it  har> 
understand  how  Cross  has  attainec 
superiority.  Perhaps  it  is  concen 
tion  on  doing  just  one  thing  supe 
tively  well  and  keeping  life  siiru 
Sixty  percent  of  Cross  pens  are  sol 
gifts,  mostly  business  gifts.  At 
and  up  for  gold-filled  models,  they 
now  the  most  elegant  gift  that 
can  provide  in  their  price  range,  v* 
the  additional  advantage  that  the 
cipient  may  actually  think  of  the 
nor  several  times  a  day  as  he  uses 
instrument. 

One  of  the  most  astonishing  thi 
about  Cross  is  its  growth  rate,  wh 
has  been  well  over  20%  compoun 
over  ten  years. 

Surely  8  times  earnings  per  shar 
this  wonderful  enterprise  is  not 
exaggerated  price  to  pay.  With  a  d 
dend  yield  of  4%,  rising  at  a  five-y 
compounded  growth  rate  of  30%,  hi 
is  an  "indexed"  stream  of  income  t 
you  can  spend  with  confidence. 

So  let's  get  back  to  the  "diffic 
market"  that  we  are  supposed  to 
in.  If  you  don't  buy  a  wonderful  cc 
pany  at  little  over  4  times  earnings 
you  can  today  with  Engelhard,  u 
are  you  going  to  buy  it?  At  8  tin 
earnings?  At  16  times  earnings?  At 
times  earnings?  From  a  real  invest 
standpoint  is  20  times  earning 
"good"  market  and  4  times  earnin 
"difficult"  market?  I  can't  agree. 
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Standard  Chartered 

BANK  LIMITED 

Comments  by  the  Chairman,  The  Rt.  Hon.  Lord  Barber 

The  trading  profits  of  the  Bank  and  its  subsidiaries  for  the  year  ended  December  31  1  979  were  $332  million  and  the  Bank's 
share  of  associated  companies'  profits  amounted  to  $46  million,  giving  total  profits  before  taxation  and  extraordinary  items  of 
$378  million.  This  compares  with  1 978  profits,  on  an  annualised  basis,  of  $326  million. 

At  the  end  of  1 979  Group  assets  had  increased  by  38.9  per  cent  to  stand  at  $29  billion,  including  $5.5  billion  from 
Union  Bank,  California,  which  was  acquired  in  April  1 979. 

The  advance  in  profits  was  achieved  in  a  year  notable  for  only  moderate  growth  in  world  output  and  trade  and  for  an 
accumulation  of  unsettling  events  centred  on  the  Middle  East.  The  current  prospect  is  one  of  reduced  economic  growth  in  the 
leading  countries  and  of  payment  difficulties  for  the  weaker  developing  economies.  In  spite  of  higher  import  demand  from  the 
oil-exporting  countries,  recession  in  the  industrial  world  will  mean  slower  expansion  of  trade.  Nevertheless,  the  increasingly 
broad  and  diversified  spread  of  Group  activities,  encompassing  areas  where  growth  has  been  strong  in  face  of  the  general 
recessionary  tendency,  enables  us  to  face  the  future  with  considerable  confidence. 

We  enter  the  1 980s  with  a  geographical  spread  of  assets  very  different  from  that  obtaining  only  a  few  years  ago.  The 
advantage  to  a  major  international  bank  of  this  more  balanced  worldwide  distribution  of  assets  is  self-evident.  With  its  wide 
country  coverage  and  ability  to  offer  a  competitive  and  innovative  range  of  supporting  services  the  Group  is  in  an  excellent 
position  to  attract  business  from  companies  having  an  international  spread  of  operations. 

The  slowdown  in  economic  activity  in  the  United  States  was  less  severe  than  predicted,  but  inflation  accelerated  markedly, 
forcing  the  authorities  to  tighten  monetary  policy ;  interest  rates  as  a  consequence  rose  to  record  levels. 

Both  Union  Bank  and  ourexisting  subsidiary  in  California,  The  Chartered  Bank  of  London,  achieved  significantly  higher 
profits.  Union  Bank  making  a  contribution  to  Group  post-tax  profits  after  allowing  for  interest  on  the  acquisition  cost.  Elsewhere 
in  the  United  States  the  Bank's  operations  recorded  very  satisfactory  results,  particularly  in  New  York. 

From  the  beginning  of  1  980  Union  Bank  and  The  Chartered  Bank  of  London  have  merged  to  operate  under  the  single  name 
of  Union  Bank.  The  merger  has  resulted  in  the  formation  of  a  major  California  bank  structured  to  serve  both  the  business  and 
consumer  public  through  its  network  of  60  offices  in  1 3  counties  and  more  than  5,000  staff.  Integration  of  Union  Bank  into  the 
wider  operations  of  the  Group  is  progressing  well  and  is  expected  particularly  to  strengthen  our  marketing  and  representation  in 
Latin  America. 

In  Hong  Kong,  where  real  economic  growth  in  1 979  exceeded  1 1  per  cent.  The  Chartered  Bank  again  achieved  excellent 
results.  The  Shanghai  branch  continued  its  support  of  the  international  trade  of  the  People's  Republic  of  China  where  The 
Chartered  Bank  has  been  established  for  over  1 20  years.  The  Group's  banking  business  in  Japan  and  South  Korea  continued  to 
develop  satisfactorily  and  in  Australia,  where  economic  growth  improved  as  compared  with  1 978,  both  the  finance  company 
subsidiary.  Mutual  Acceptance  Limited,  and  the  merchant  bank.  Standard  Chartered  Australia  Limited,  recorded  higher  profits. 

We  have  resumed  working  contact  with  our  branches  in  Rhodesia  -  now  Zimbabwe  -  after  a  fourteen-year  interval  during 
which  Standard  Bank  has  maintained  its  position  as  the  country's  leading  commercial  bank.  Once  more  integrated  into  the  Group 
the  Bank  is  well  placed  through  its  national  coverage  of  more  than  fifty  offices  to  consolidate  and  expand  operations  in 
independent  Zimbabwe. 

Copies  of  the  Report  and  Accounts  and  of  the  Chairman's  Statement  may  be  obtained  from:- 

Standard  Chartered  Bank  Limited,  160  Water  Street,  New  York,  N.Y.  10038 
Union  Bank,  445  South  Figueroa  Street,  Los  Angeles,  California  90071 

Figures  converted  as  at  Dec  31  1979  $2.23=  £1 

Total  Assets  $29  billion  j 
Total  Deposits  $27  billion 

1,500  offices  in  60  countries 
around  the  world. 

J 


Standard  Chartered  helps  you  throughout  the  world 


Explore 

our  objectives. 


Penn  Square  Mutual  Fund  has  an 
impressive  23-year  track  record  of 
finding  realistic  values  among  a 
diversity  of  leading  undervalued 
stocks.  The  future's  never  guaran- 
teed, but  if  you're  interested  in 
long-term  capital  growth,  you 
should  be  interested  in  the  details 
of  our  philosophy. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our  free 
prospectus  Read  it  carefully  before  you  invest  or 
send  money 

Call  800/523-8440 

in  PA,  call  collect  215/376-6771 
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I Penn  Square  Mutual  Fund 
Sth  &  Washington  Sts  .  PO  Box  1419.  Reading.  PA  19603  I 
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L23  years  of  Investment  experience 
Over  $140,000,000  In  assets  FU  I 

23  ways  to 
help  assure 
your 

company's 
future. 


Our  country  and  your  company  de- 
pend on  new  ideas  College-trained 
minds  produce  new  ideas  And  col- 
leges need  your  help  Writeonyour 
company  letterhead  to  CFAE  for  23 
ways  companies  can  aid  colleges 
We  can't  afford  to  run  out  of  ideas. 

Council  for  Financial  Aid  to  Education  Inc 
680  Fifth  Avenue  New  York  NY  10019 

A  Public  Service  of  This  Magazine  Miff 
4  The  Advertising  Council  r»\i| 
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The  market  has  been  the  victim  of  the  invt  ^ 
tor's  desire  to  be  where  the  action  is,  an 
until  recently,  that  has  been  in  other  place 
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THE  IMPATIENT 
AMERICAN 
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By  Ann  C.  Brown 


If  you're  feeling 
frustrated,  dejected 
and  angry  about 
what's  going  on  or 
not  going  on  in  the 
country,  you  can't 
help  it — it's  in  your 
genes.  If  most  of  our 
immigrant  ances- 
tors hadn't  felt  frus- 
trated, dejected  and 
angry  about  their  native  lands,  most 
of  us  would  not  be  here  today  to  com- 
plain about  the  current  scene.  It  took 
impatience  with  the  existing  order  for 
our  forefathers  and  foremothers  to 
pull  up  stakes  and  set  out  to  start  a 
new  life  in  a  wild  and  wooded  world 
thousands  of  miles  away. 

We  are  and  have  been  an  impatient 
nation,  accustomed  to  "instant  solu- 
tions" to  most  of  our  problems  due  to 
the  fortunate  combination  of  abun- 
dant natural  resources  and  a  highly 
motivated  population.  But  "times, 
they  are  a-changin'."  Natural  resourc- 
es are  no  longer  limitless  and  the 
work  ethic  ain't  what  it  used  to  be. 
The  Declaration  of  Independence  has 
gradually  evolved  into  the  Reality  of 
Dependence,  and  an  awful  lot  of  us  are 
finding  this  hard  to  swallow.  For  the 
last  two  decades  America  has  moved 
from  the  idealism  of  adolescence  to  a 
genuine  midlife  crisis. 

Periods  of  transition  are  always  the 
most  difficult  times  to  live  through. 
New  approaches  must  be  found  to  old 
and  new  problems.  Some  possible  so- 
lutions to  our  economic  woes  are  sur- 
facing already.  One  example  is  the 
"10-5-3"  proposal,  which  seeks  to 
stimulate  productivity  through  corpo- 
rate investments  by  changing  existing 
dodo-bird  depreciation  schedules. 
Fighting  inflationary  labor  settle- 
ments through  the  use  of  company 

Ann  C  Broun  is  executive  vice  president  of  the 
New  York  investment  firm  ofMelbado,  Flynn  & 
Associates. 
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tax  credits  is  another  positive  ldei 
is  the  thought  of  lowering  the  m 
mum  wage  for  teenagers  to  help  tl 
to  get  jobs. 

Like  it  or  not,  the  "go-go"  years  r 
being  replaced  by  the  "slow-go"  yc 
It  will  take  a  bit  of  getting  used  1 
like  smaller  cars  and  automatic  b 
tellers.  Nevertheless,  I  have  ca 
dence  in  the  adaptability,  creati 
and  ingenuity  of  my  countrymen 
rules  of  the  game  may  have  chanj 
but  we  have  a  wealth  of  good  pla^ 
and  that's  what  really  counts. 

Investor  impatience  is  one  of 
reasons  why  the  stock  market  ha 
attracted  much  attention  over  the 
few  years.  Impatience  seeks  acti 
and,  until  recently,  the  action 
been  largely  centered  in  real  est 
collectibles,  gold  and  other  comm 
ities.  These  alternatives  fell  upon  h 
times  as  the  Federal  Reserve  slamr 
the  door  on  cheap  credit  and  the  b 
lending  windows  all  but  closed 
thinness  of  markets  for  nonsecurii 
became  all  too  apparent.  While 
stock  market  may  not  be  as  liquic 
it  was  in  the  past,  you  still  can  disp 
of  a  quarter  of  a  million  dollars'  wo 
of  IBM  in  a  matter  of  minutes, 
with  minimal  transaction  costs. 

The  recent  sharp  decline  in  sh 
term  interest  rates  has  shaken  a 
able  amount  of  money  out  of 
pockets  of  sideline  spectators.  As 
money  market  funds  begin  to  refl 
the  effects  of  declining  Treasury 
and  note  rates,  more  of  these  pari 
funds  could  find  themselves  look 
for  a  new  home. 

As  the  economy  cools  down  and 
political  campaigns  heat  up,  it  see 
increasingly  likely  that  Mr.  Car 
will  call  for  a  tax  cut  before  the  Den 
cratic  convention.  Such  a  propo 
would  go  a  long  way  toward  soothi 
the  liberal  wing  of  the  party,  whi 
could  well  stir  up  an  embarrassi 
amount  of  trouble  for  the  President 
both  the  rules  and  platform  comrr. 
tees.  If  a  tax-cut  bill  is  brought  befo 
the  Congress  before  adjournment  ti 
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JONEY&  INVESTMENTS 


imer,  it  would  be  very  difficult  to 
no  during  a  recession/election 
r — even  for  Republicans, 
there  is  a  tax  cut,  the  form  the  cut 
;s  is  extremely  important  to  inves- 
.  If  business  gets  a  fair  share  of 
;f,  it's  good  news,  and  long  over- 
.  If  the  consumer  is  heavily  fa- 
;d,  batten  down  the  hatches  for 
ther  inflation  storm.  Ifs  notwith- 
iding,  I  see  no  reason  now  to 
ige  my  preference  for  attractive 
testic  natural  resource  stocks  and 
;e  of  their  related  suppliers, 
ver  the  past  several  months,  I 
s  recommended  a  number  of  natu- 
esource  stocks.  Now  that  most  of 
first-quarter  earnings  are  in,  and 
e  looking  at  a  who-knows-how- 
;-or-how-deep  recession,  here  are 
latest  estimated  earnings  from  a 
ale  of  knowledgeable — if  optimis- 
-analyst  friends.  Engelhard  Miner- 
r  Chemicals  (29)  $8.35  in  1980,  $9 
981;  Freeport  Minerals  (33)  $6  in 
),  $8  in  1981;  Pennzoil  (36)  $6.65 
980,  $8  in  1981;  St.  Joe  Minerals 
$6.40  in  1980,  $8  in  1981;  Texas 
?ra  Transmission  (61)  $8.75  in 
),  $10  in  1981  and  Transco  (40) 
0  in  1980,  $6  in  1981.  Among  the 
urce-related  stocks  Baker  Interna- 
il  (56)  $4.10  in  1980,  $5.25  in 
L;  Hughes  Tool  (61)  $5.10  in  1980, 

0  in  1981;  NL  Industries  (40)  $4.55 
?80,  $5.45  in  1981;  Parker  Drilling 
$2.90  in  1980,  $5  in  1981  and 
b  International  (65)  $6.75  in  1980, 
Oin  1981. 

)  the  latter  list,  I'm  adding  three 
ks  that  I  think  have  excellent  pos- 
ities  for  capital  appreciation. 
o,  Inc.  (68)  has  the  largest  fleet  of 
[submersible  drilling  rigs  in  the 
id,  and  today  these  rigs  are  rented 
at  high,  high  prices.  For  the  fiscal 
ending  this  month,  the  company 
d  show  earnings  in  the  area  of 
5  per  share  with  the  possibility  of 
ly  $8  per  share  in  fiscal  1981. 
tltiburton  (98)  is  the  worldwide 
er  in   well-cementing  services. 

1  everybody  and  his  little  brother 
ing  everywhere,  Halliburton 
ds  to  prosper.  Around  $8.25  per 
e  for  1980  looks  attainable,  and 

year  perhaps  as  much  as  $10. 
nally,  in  the  new  recommenda- 

department  is  Reading  &  Bates 
The  company  not  only  is  a  factor 
lanne  drilling  operations,  it  also 
uces  gas,  oil  and  coal.  The  stock 

split  3-for-2  in  January  and  the 
nate  for  1980  is  $4.30  per  share, 
rom  $3.06  a  year  ago.  With  two 

rigs  on  stream  this  year,  $5.35  is 
iliminary  guesstimate  for  1981.  ■ 


VALUE  LINE  looks  at 

possible  "Take-Over"  candidates 

MAJOR  STOCKS 

at 

50%  DISCOUNTS 

. . .  from  their  tangible  book  value  per  share 

Every  week,  Value  Line  computers  screen  1700  major  stocks  under  regular  review  to  pin- 
point special  categories  which  may  be  of  unusual  interest  to  investors. 
For  instance,  a  recent  weekly  edition  of  The  Value  Line  Investment  Survey  shows  52  stocks 
which  are  currently  priced  below  tangible  book  value  per  share  AND  below  liquidating 
value,  too  (which  makes  them  intriguing  "take-over"  candidates  since  their  net  working 
capital  exceeds  the  current  price  of  their  shares). (Value  Line  5/2/80). 

Of  these  52  stocks  (which  include  some  very  well-known  names), 35  are  selling  at 
discounts  of  50%  or  more  from  their  tangible  book  value.  The  discounts  run  as  high 
as  86%.  (Value  Line  5/2/80). 
Moreover,  at  their  recent  prices  some  of  these  stocks  offer  other  credentials  of  possible 
interest— such  as  P/E's  as  low  as  3.0,  yields  as  high  as10.7%,and  the  possibility  of  ap- 
preciating 200%  or  more  in  price  in  the  next  few  years.  (Value  Line  5/2/80). 

SPECIAL  STOCK  SELECTORS 

The  latest  weekly  computer  screen  of  stocks  which  qualify  for  the  above  category  will  come 
to  you  automatically  under  the  invitation  below — along  with  several  other  Special  Stock 
Selectors  also  updated  weekly  in  the  Value  Line  Survey,  including: 
HIGHEST  YIELDS — The  100  stocks-(among  all  1700  under  regular  review)  offering  the 
highest  yields,  based  on  estimated  dividends  in  the  next  12  months.  The  yields  recently 
ranged  from  11.1%  to  17.4%  (Value  Line  5/2/80). 
HIGHEST  APPRECIATION  POTENTIAL— The  100  stocks  offering  the  highest  3  to 
5  Year  Appreciation  Potential,  based  on  estimated  earnings  and  P/E's  in  that  future  span. 
The  potentials  recently  ranged  from  310%  to  820%.  CAUTION:  some  of  these  stocks  are 
very  risky.  (Value  Line  5/2/80). 
MOST  TIMELY  STOCKS— The  100  stocks  currently  ranked  1  (Highest)  and  the  300 
ranked  2  (Above  Average)  by  Value  Line  for  Probable  Price  Performance  in  the  Next  12 
Months — relative  to  all  1700  stocks  under  regular  review. 
CONSERVATIVE  STOCKS— The  stocks  rated  1  (Highest)  and  2  (Above  Average)  for 
Quality  (Safety)— relative  to  all  1700  stocks. 
STOCKS  AT  DISCOUNTS  FROM  LIQUIDATING  VALUE,  and  below  Tangible 
Book  Value— as  outlined  above. 
BEST  PERFORMING  STOCKS— The  50  or  so  stocks  that  have  gone  up  most  (or 
down  least)  in  price  over  the  last  13  weeks.  The  best  performances  recently  ranged  from 
+  10.9%  to  +63.4%  (Value  Line  5/2/80). 
WORST  PERFORMING  STOCKS— The  50  or  so  stocks  that  have  gone  down  most 
(or  up  least)  in  price  over  the  last  1 3  weeks.  The  worst  performances  recently  ranged  from 
-40.0%  to  -62.5%.  (Value  Line  5/2/80). 
YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock  Selectors,  every  week— for  EACH  of  1700  stocks— Value 
Line's  weekly  Summary  &  Index  shows  the  current  ratings/measurements  for  future  Price 
Performance,  Safety,  Yield,  Long-Term  Appreciation,  P/E  Ratio,  Beta.  .  .  plus  earnings  and 
dividend  data,  past  actual  and  future  estimated. 

Every  week  you  also  receive  new  full-page  Ratings  &  Reports  on  about  130  stocks,  up- 
dating and  replacing  previous  reports  on  the  same  stocks.  During  a  13-week  cycle,  new 
reports  like  this  are  issued  on  all  1700  stocks.  The  Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of  vital  statistics  going  back  1 5  years  and  estimated  3  to 
5  years  ahead. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with 
full  30-day  money-back  guarantee)  for  the  next  10  weeks  for  only 
$33— about  HALF  the  regular  rate— if  no  one  in  your  household 
has  subscribed  in  the  past  two  years.  As  a  double  bonus  at  no  ad- 
ditional charge,  you  will  receive  the  2000-page  Investors 
Reference  Service  (covering  1700  stocks)  and  the  96-page 
booklet,  "Evaluating  Common  Stocks." 
This  subscription  is  tax-deductible  if  utilized  to  aid  in  the 
management  of  your  investments. 
To  accept  this  invitation— mail  the  coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Barnhard  &  Co.,  Inc.  •  711  Third  Avanua,  •  Naw  York,  N.Y.  10017 

j  □  Begin  my  10-week  trial  to  The  Value  Line  Survey  (limited 
once  to  any  household  every  two  years)  and  send  me  the  two 

|  bonuses  listed  above.  Check  for  $33  is  enclosed  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS  A  famous-make 
pocket-size  CREDIT  CARD/CALCULATOR 
SUPER  SLIM  LCD  CALCULATOR  (with  full 
memory)  given  to  you  when  you  order  The 
Value  Line  Investment  Survey  for  one  year— 
and  send  payment  now. 

□  1  year  for  $330.  My  payment  is  enclosed— send  me  the  CAL-  ■ 


816B09 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


CULATOR  as  my  extra  special  bonus.  (There  are  no  restric-  CITY  STATE  ZIP 

'  tions  with  this  annual  subscription.)  GUARANTEE  It  dissatisfied  for  any  reason.  I  may 

■  □Enter  my  subscription  now  Bill  me  for  $330  (Does  not  in-  'e,urn  material  within  30  days  for  full  refund  of 
Srl.irio  the  rolriilalnr  \  ,ne  ,ee  1  nave  Pa'd  Subscription  tax-deductible 

-ciune  me  calculator.)  and  nonasslgnab|e  For9,gn  rates  on  request 

(NY  residents  add  saies  tax.) 
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Where  have  all  the  high  rollers  gone?  Into 
the  money  market  funds.  But  not  for  long. 

WAITING  FOR  THE 
NEXT  GAME 


By  Srully  Blotnick 


Odd  as  it  may 
sound,  falling  inter- 
est rates  may  cause 
speculators  as  much 
distress  as  rising 
ones  did  earlier  in 
the  year.  The  fall 
may  spoil  their  lat- 
est game. 

To  see  why,  it  is 
necessary  to  under- 
stand what  the  recent  surge  in  inter- 
est rates  meant  to  investors  in  my 
sample.  In  the  last  two  years,  under 
increasing  pressure  to  keep  pace  with 
inflation,  investors  have  looked  to 
one  group  after  another  in  the  stock 
market  or  elsewhere  to  offset  the  ero- 
sion of  their  investment  capital.  As 
Walter  H.,  a  53-year-old  salesman  in 
my  sample,  put  it  last  summer:  "I 
have  to  play  the  issues  that  stand  a 
chance  of  giving  me  back  each  year 
what  inflation  is  taking  away." 

In  four  successive  waves,  Walt  and 
hundreds  of  thousands  like  him, 
played  first  the  gold  and  gambling  is- 
sues, then  the  oil  stocks.  In  each  case, 
the  group  boomed,  only  subsequently 
to  bust,  leaving  investors  no  better  off 
than  they  were  before.  In  many  in- 
stances they  were  worse  off  because 
they  tended  to  get  in  toward  the  top. 

When  the  oil  stock  rally  fizzled  de- 
cisively early  in  the  year,  investors 
were  forced  to  look  for  yet  another 
inflation-offsetting  play.  Everyone 
was  surprised  that  the  bond  market  at 
that  point  suddenly  plunged.  Many, 
sitting  on  large  losses  in  oil  stocks, 
gold  and  silver,  pointed  an  angry  fin- 
ger at  the  Fed.  What  they  didn't  real- 
ize was  that  an  abrupt  shift  in  the 
Fed's  approach  was  under  way,  and 
it's  of  great  importance  to  understand 
why  it  occurred. 
Volcker's  early  months  as  Fed  chair- 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


man  were  largely  devoted  to  dampen- 
ing speculation.  He  and  his  advisers 
apparently  felt  that  excessive  specula- 
tion was  delaying  the  otherwise  inevi- 
table recession  that  would  cool  infla- 
tion. People  were  buying  on  credit 
things  they  didn't  need  in  fear  that 
those  things  would  cost  them  more 
when  they  did  need  them:  cars,  refrig- 
erators, houses — you  name  it.  Busi- 
ness was  playing  the  game  by  buying 
other  businesses  with  borrowed  mon- 
ey. A  pair  of  Texans  were  using  bor- 
rowed money  to  corner  the  silver 
market.  So  on  Oct.  23,  1979,  Volcker 
sent  a  letter  to  all  member  banks  of 
the  Federal  Reserve  System  urging 
them  to  "take  care  to  avoid  financing 
essentially  speculative  transactions  in 
commodity,  gold  and  foreign-ex- 
change markets."  Corporate  takeover 
loans,  condemned  as  "economically 
unproductive,"  were  also  to  be  avoid- 
ed. The  hope  was  to  tame  inflation 
through  a  dampening  of  speculation. 

It  would  have  been  a  neat  and  rela- 
tively painless  way  to  solve  the  prob- 
lem. But  it  didn't  work.  Bankers  nod- 
ded wisely,  then  went  on  making 
those  nice,  profitable  speculative 
loans.  Gold  hit  $850  an  ounce,  silver 
$50,  and  oil  stocks,  especially  small 
speculative  ones,  went  crazy.  Many  of 
the  bigger  ones  also  went  wild.  How- 
ever, once  the  oil-stock  rally  fizzled, 
the  bond  market  was  doomed. 

All  else  having  failed,  in  February 
the  Fed  switched  its  focus  from  the 
investors'  money  supply — their  aggre- 
gated pool  of  investment  capital — to 
the  nation's  money  supply.  Attention 
shifted  from  the  credit  available  to 
speculators  to  the  credit  available  to 
consumers.  Volcker  had  no  choice  but 
to  use  interest  rates  aggressively  to 
attack  inflation. 

There  then  occurred  one  of  the  tow- 
ering ironies  of  recent  financial  histo- 
ry. The  very  same  investors  who  had 
been  chasing  Moose  Pasture  Petro- 
leum now  decided  that  CDs  and  mon- 
ey market  certificates  were  where  the 
action  was.  The  speculative  money 


poured  out  of  metals  and  oils  and 
short-term  money  market  ina 
ments.  People  who  had  been  boas 
at  cocktail  parties  about  their  Sc 
African  gold  stocks  suddenly  were 
ing anyone  who  would  listen  how  1 
were  getting  17% — "short  term 
risk  free."  It  was  a  new  kind  of  spec 
tion.  The  amount  of  money  tied  u 
six-month  CDs  swelled,  by  recent  t 
mates,  to  more  than  $380  billion. 

As  William  L.,  a  49-year-old  fa 
products  company  executive  pui 
"Right  now,  there's  nothing  else 
looks  as  good.  Seventeen  percent 
annum.  Now  there's  a  number  I 
live  with."  Of  crucial  importanc 
the  fact  that  Bill  and  the  vast  majt 
in  my  sample  who  were  putting  n 
ey  into  short-term  paper  at  the  t 
were  expecting  interest  rates  to 
crease,  not  decrease. 

Much  to  their  shock  and  disn 
the  fourth  wave  ended  the  very  s; 
way  the  other  three  speculative  w 
had.  Rates  dropped  precipitously, 
the  returns  investors  wanted 
needed  to  find  were  once  again 
out  of  reach. 

What  it  boils  down  to  is  this: 
Fed  initially  tried  addressing  itsel 
the  problem  of  inflation  and  spec 
tion  by  attacking  speculation, 
speculation  is  a  symptom,  not  a  ca 
At  long  last,  the  attack  recently 
focused  instead  on  inflation — p 
and  simple.  But,  and  a  very  big  "b 
it  is,  the  about-face  has  been 
abrupt,  causing  rates  to  fall  too  fasi 
necessity,  some  might  argue,  in  o: 
to  stave  off  the  possibility  of  an  i 
nomic  collapse.  The  decline  in  in 
est  rates,  however,  poses  new  dan) 
to  the  economy.  What  are  they?  I  fa 
that  a  sizable  portion  of  that  $ 
billion  is  on  the  verge  of  pouring 
of  CDs  and  money  market  funds 
restless  and  dissatisfied  investors 
gin  searching  for  a  new  high-ret 
game.  The  biggest  speculative  bi 
in  the  series  may  be  a  matter 
months  away,  and  it  would  corr 
the  Fed  to  do  yet  another  about-fa* 

Interest  rates  then  may  have  tc 
raised  somewhat  to  prevent  a  floo 
money  out  of  the  short-term  mar 
There  are  a  lot  of  nervous  dollar: 
short-term  instruments,  which 
there  not  for  safety  but  for  inflati 
beating  yields;  when  the  yields 
longer  exceed  the  inflation  r 
watch  out. 

The  current  euphoria  is  based 
the  assumption  that  the  market 
bottomed,  rates  are  headed  down 
hence  interest-rate-sensitive  sta 
are  the  place  to  be.  Don't  bet  on  it 
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FIRST  CLASS  TO 
LATIN  AMERICA 


)0  is  the  price  of  a  black  and  white 
i  in  Newsweek  International's  Latin 
?rican  edition. ..that  is  less  than  a  first 
5  airline  ticket  from  New  York,  Paris, 
don,  or  even  Tokyo. 

jt  its  impact  is  absolutely  first  class. 

/ery  week,  over  40,000  copies  are 
ght  by  businessmen  and  execu- 
'S  — men  who  are  leading  Latin 
?rica  into  a  new  decade  of  growth 
prosperity. 

ie  market  is  big— and  growing  every 
.  And  so  is  that  unique  group  of  men 
)  are  reading  Newsweek  Interna- 
al.  As  their  professional  status  in- 
ises,  their  personal  lifestyles  grow, 
y're  men  who  can  afford  the  best— 


for  their  businesses  and  themselves. 

Most  important,  Newsweek  Interna- 
tional touches  these  men  in  a  way  most 
international  media  have  never  done:  by 
providing  them  with  a  truly  international 
view  of  events... the  body  of  news,  poli- 
tics and  business,  reported  with  personal 
pertinence  to  their  specialized  needs. 

No  wonder  so  many  different  kinds  of 
marketers  have  already  begun  using 
Newsweek  International  to  sell  in  Latin 
America:  low  cost  per  page;  high  impact 
among  readers;  a  pertinent  and  presti- 
gious editorial  environment. 

If  you  sell  in  Latin  America,  join  us  in 
first  class. 

Go  Newsweek  International. 
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John  French  doesn't  lack  imagination, 
chases  shale  in  Australia,  carrots  in  Chh 
and  gemstones  in  Southeast  Asia. 

SAPPHIRES, 
ANYONE? 


By  Thomas  P.  Murphy 


When  John  French, 
49,  told  me  the  story 
that  I  recounted  in 
Forbes'  Mar.  19, 
1979  issue,  I  won- 
dered if  it  were  real- 
ly there  and  if  it 
were  really  that  big. 
The  whole  thing 
sounded  so  outland- 
ish— an  Australian 
oil  shale  claim,  potentially  billions  of 
barrels  of  oil,  but  billions  of  dollars 
needed  to  exploit  it.  The  answer  is, 
yes,  it  is  there,  and  it  really  is  that  big. 
In  February  Exxon  committed  itself  to 
build  a  large  pilot  plant,  which  is  ex- 
pected to  be  scaled  up  to  produce 
200,000  barrels  of  oil  a  day.  Some- 
thing like  $3  billion  is  involved  and 
the  figure  could  go  as  high  as  $10 
billion.  For  its  investment,  Exxon  will 
receive  under  half  of  the  oil  that  is 
produced.  An  estimated  2  billion  bar- 
rels are  tucked  away  in  Rundle,  an 
area  near  the  coast  in  Queensland, 
Australia,  which  Exxon  will  develop. 

As  for  the  stock,  it  has  done  very 
well.  Allowing  for  a  split,  Southern 
Pacific  Petroleum  ADRs  were  selling 
at  $5.20  a  share  in  March  1979.  It  was 
$40  recently. 

After  reading  about  the  Exxon  deal, 
I  talked  again  with  John  French,  who 
heads  the  New  York-based  venture 
capital  firm,  Research  &.  Science  In- 
vestors. He  told  me  that  he  and  his 
company  still  hold  all  of  their  original 
shares  in  Southern  Pacific  Petroleum. 
In  explanation  he  handed  me  a  report 
from  an  Australian  security  analyst 
that  said  the  total  reserves  of  the 
whole  claim  are  now  thought  to  be  1 1 
billion  barrels,  and  Exxon  is  taking  2 
billion.  At  current  price  levels  the 
market  is  still  only  valuing  a  barrel  of 
that  oil  at  3  cents. 
John  French  is  not  the  sort  to  spend 

Thomas  I'  Murphy  beads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 


his  time  waiting  for  prices  to  go  u 
I  asked  him  what  else  he  was  d< 
Well,  there  is  the  China  comp 
called  World  Trading  &  Shipping, 
(a  Panamanian  corporation). 
French  sees  it,  nearly  everyone 
flopped  in  trying  to  make  deals  i 
the  mainland  Chinese  because 
have  gone  about  it  the  wrong  j 
Says  French:  "It  is  as  though  s< 
foreigners  showed  up  in  Washinj 
with  a  huge  proposal  that  requ 
approval  of  the  Department  of  Ene 
the  EPA,  the  Ex-Im  Bank  and  the 
estate  zoning  board  of,  say,  Santa 
bara.  It  would  take  years  for  all  t 
bureaucracies  to  agree  on  anyth 
You've  got  to  remember  that  Pe. 
is  also  a  big  bureaucracy." 

French's  approach  is  different 
understand  the  culture.  Our  mai 
China  is  American  educated,  bu 
was  born  on  the  mainland,  and 
understands  the  country.  A  Chin 
contract,  for  instance,  will  say: 
plan  to  work  together  in  harmony 
friendship  on  such  and  such  a  proje 
Imagine  bringing  that  kind  of 
tract  back  here  to  a  board  of  directo 

"We  also  deal  only  on  a  local  le 
not  with  Peking,  so  that  limits  u 
to  the  size  of  projects  that  can 
approved.  Most  important,"  Fre 
adds,  "all  of  our  projects  pay  for  th 
selves.  They  will  not  cost  the  Chir 
one  penny  in  foreign  exchange." 

An  example:  "One  that  we  are 
gotiating  now  would  build  a  cai 
processing  plant  for  about  $4  milli 
The  financing  would  come  from  a 
East  bank,  the  plant  would  be  fabri 
ed  in  Europe  and  erected  by  the  C 
nese.  The  bank  and  other  invest 
would  be  repaid  through  the  expor 
carotene,  a  pulp  rich  in  vitamin 
World  Trading  &  Shipping,"  Frei 
explains,  "is  the  marriage  broker 
brings  the  whole  thing  together." 

Then  there  is  Consol  Gemstor 
Ltd.,  another  new  company  Frencl 
involved  with.  It  is  incorporated 
the  Cayman  Islands,  and  French 
lieves  it  is  a  first:  a  mutual  fund  to  t 
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100%  TAX-FREE  BONDS  ARE  BACK. 
SO  IS  QUALITY. 


IONEY&  INVESTMENTS 


red  gemstones,  especially  rubies, 
hires  and  emeralds.  French's  mo- 
for  investing  in  Consol  stems 
i  the  rapid  increase  in  prices  of 
t  stones,  and  also  from  a  rather 
imistic  view  he  has  of  the  future, 
're  coming  around,"  he  says,  "to  a 
pean  way  of  thinking.  We  are  vul- 
ble,  and  one  has  to  look  at  possi- 
ies  as  if  he  were  a  Frenchman  in 
I  War  is  possible  and  so  is  eco- 
ic  chaos." 

by  gemstones?  "Historically,  they 
not  gone  down  in  value,"  French 
"If  you  look  at  the  world  of  collec- 
s,  you  find  there  is  something 
ig  with  just  about  all  of  them.  You 
a  fine  antique  clock,  for  example, 
:ind  that  the  best  market  for  it  is 
ion.  You  ship  it  there,  and  it  arrives 
en.  Gold,  for  all  its  value,  is  too 
y  to  carry  around.  Furthermore,  it 
litical.  As  for  diamonds,  the  mar- 
3  controlled  by  the  Syndicate,  and 
:annot  buy  them  at  the  mine.  They 
been  marked  up  several  times 
e  you  can  buy  them." 
id  gemstones?  "We  go  to  where 
are  produced,  to  Sri  Lanka,  India 
Pakistan,  and  we  buy  from  local 
:rs."  A  profitable  deal  for  Consol. 
:h  explains,  "A  stone  that  would 
3r,  say,  $1,000  at  the  mine  can  be 
rased  for  $1,300,  and  that  is  what 
ay.  The  same  stone  cut,  polished 
nit  in  Tiffany's  window,  sells  for 
)0." 

nsol  is  a  mutual  fund?  "Yes,  the 
:s  are  reappraised  every  quarter, 
investor  who  wants  out  receives 
nvestment  in  stones  or — at  the 
etion  of  the  board — in  cash." 
lat  is  in  this  for  Consol?  "There 
management  fee  of  3%  on  the 
$10  million,  and  it  goes  down 
there.  That  pays  expenses.  Our 
r  profit  comes  from  appreciation 
irket  value"  of  the  stones,  and  we 
5%  of  that.  At  the  time  an  inves- 
ishes  in,  he  will  receive  the  value 
5  investment  back,  plus  85%  of 
ppreciation.  The  remaining  15% 
nsol's  profit." 

lere  can  you  buy  Consol?  Well, 
if  you  have  the  $100,000  mini- 
investment  fee,  you  still  have  a 
em.  Says  French:  "The  fund  is  a 
y\  corporation,  and  it  is  not  reg- 
:d  with  the  SEC,  so  Americans 
buy  shares.  There  is  more  than 
gh  interest  in  Consol  in  Europe 
he  Middle  East — particularly  the 
le  East.  If  you  live  in  Riyadh  and 
is  trouble,  it  might  be  nice  to 
r  you  have  a  bag  of  gemstones 
ng  for  you  when  you  turn  up  in 
on  or  New  York."  ■ 


IT'S  HIGH  TIME. 


HIGH  TAX-FREE  YIELD  TIME. 

Investors  who  are  looking  for  tax-free*  income 
and  believe  short-term  rates  have  peaked  should 
consider  Fidelity  Municipal  Bond  Fund. 
HIGH  TAX-FREE  INCOME  FROM  A  QUAL- 
ITY PORTFOLIO  OF  LONG-TERM  BONDS. 

Fidelity  Municipal  Bond  Fund  seeks  high  tax- 
free  income  from  a  portfolio  consisting  primarily  of 
A  or  better  quality  bonds. 

What's  more,  investors  also  enjoy  the  follow- 
ing advantages: 

□  No  Sales  Charge. 

□  Daily  Tax-Free  Income. 

□  Convenient  Liquidity. 

□  Automatic  Reinvestment. 

□  Full-Time  Professional  Management. 

□  $2,500  Minimum  Investment. 


CALL  FIDELITY 
ITS  HIGH  TIME. 

CALL FREE 
(800)225-6190 

In  Mass.  Call  Collect 
(617)  523-1919 


i  FIDELITY 

I  MUNICIPAL  BOND  FUND 

I  35 


■  P  0  Box  832,  Depi  JB  060980 

■  82  Devonshire  St..  Boston.  Mass  02103 

I    For  more  complete  information, 
I  including  management  fees  and  expenses, 
|  please  write  or  call  for  a  prospectus. 
|  Read  it  carefully  before  you  invest  or 
m  send  money. 


I  city 

^  ST  Group 


Fidelity  Dve 


management 
•A  portion  may  be  subject  to  state  or  local  taxes. 


SALE. 


Would  you  give  2<t  to  help  save  this 
child  from  going  blind? 

2<t  worth  of  vitamin  A  could  save  her 
from  a  blindness  that  millions  of 
children  in  poor  countries  already  face. 

2<t  can  save  her  sight.  Nothing  can 
buy  it  back. 

So  please  give  what  you  can  to  Helen 
Keller  International. 

Even  if  it's  (inly  24 

And  you  thought  there  was  no  such 
thing  as  miracles. 


Helen  Keller  Centennial  Fund 
Box  777,  New  York,,  INLY.  10011 


5,  JUNE  9,  1980 
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TEACHING 

KIDS 
BUSINESS 

IS  OUR 
BUSINESS. 


Junior  Achievement  offers 
business  people  a  rare  opportunity. 
A  chance  to  share  their  knowledge 
with  the  next  generation  of 
business  people. 

In  our  JA  evening  program  you'll 
meet  once  a  week  with  high  school 
students  to  help  them  set  up  and 
run  their  own  companies.  Or,  in 
our  daytime  program,  Project 
Business,  you'll  go  into  classrooms 
once  a  week  to  teach  8th  or  9th 
graders  about  the  business  world. 

To  find  out  more  about  Junior 
Achievement  contact  our  local 
office  listed  in  your  white  pages  or 
write  Junior  Achievement  Inc., 

National  Headquarters, 

550  Summer  St., 

Stamford,  Conn.  06901. 

Like  over  30,000  other  men  and 
women  you'll  discover  a  special 
sense  of  achievement  when  you 
join  Junior  Achievement. 

A 

little  pride 
will  go  a  long, 
long  way. 


3* 


Market  Trends 


won 


JA  -  A  DIVISION  OF  JUNIOR  ACHIEVEMENT  INC 


A  new  credit  market  crisis  may  be  just  c 
frightening  as  the  one  just  averted. 

THE  FINANCIAL 

CRISIS  IS  I 
FAR  FROM  OVER 


By  Ashby  Bladen 


In  the  Mar.  17  is- 
sue of  Forbes,  I  sug- 
gested that  the  bond 
market  was  collaps- 
ing because  it  per- 
ceived the  need  for 
major  spending  on 
rearmament,  while 
consumers  were  still 
off  on  a  borrowing 
and  spending  spree 
of  epic  proportions.  This  combination 
could  have  touched  off  a  squeeze  on 
the  money  markets  of  historic  dimen- 
sions. This  does  not  now  seem  to  be 
happening.  Why  not?  Essentially,  be- 
cause the  President  does  not  seem  to 
feel  that  we  need  to  rearm.  It  also  now 
appears  that  the  Fed's  crisis  package 
of  Mar.  14  brought  the  consumer  bor- 
rowing and  spending  spree  to  a 
screeching  halt.  The  statistics  are  not 
yet  available  as  I  write  this,  but  I  sus- 
pect that  the  economy  fell  off  a  preci- 
pice in  April,  and  that  a  severe  reces- 
sion is  now  under  way. 

The  general  consensus  that  a  reces- 
sion of  some  sort  has  started  touched 
off  a  rally  in  the  bond  market  that  was 
nearly  as  spectacular  as  the  collapse 
that  preceded  it.  It  seems  clear  that 
the  credit  crunch  of  1980  is  now  his- 
tory, but  a  new  crisis  is  looming  in  the 
credit  markets  that  may  be  just  as 
frightening  as  the  one  that  has  been 
averted. 

The  crucial  factor  this  time  is  not 
the  cyclical  trend  of  interest  rates  but 
rather  it  is  the  fact  that  after  the  enor- 
mous expansion  of  debts — particular- 
ly short-term  debts — that  has  oc- 
curred during  the  last  five  years,  a 
recession  is  bound  to  cause  the  cred- 
itworthiness of  a  great  many  individ- 
uals, businesses  and  municipal  gov- 
ernments to  become  doubtful.  The 


Ashby  Bladen  is  senior  rice  president-irfvest- 
mentsfor  the  Guardian  Life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


only  way  that  savers'  growing 
mand  in  recent  years  to  hold  tn 
savings  in  the  most  liquid  form  pos 
ble  could  be  accommodated  was 
businesses  and  financial  institutn 
to  accept  steadily  more  liquid  liabi 
ties;  and  as  the  recession  worsens  a 
confidence  declines,  many  of  th 
are  going  to  find  it  increasingly  dil 
cult  to  refinance  those  short-term  1 
bilities  as  they  mature. 

What  led  us  to  this  pretty  pass  is  t 
basic  principle  that  once  people  cat! 
on  to  inflation  and  expect  it  to  conti 
ue,  they  become  steadily  more  an 
ious  to  borrow  and  buy  now,  and 
pay  in  tomorrow's  cheaper  dolla 
Once  the  spree  starts,  the  only  eff 
tive  thing  that  the  central  bank  can 
to  slow  the  inflation  is  to  fright 
everybody  into  believing  that  it  w 
no  longer  make  available  all  the  crec 
that  the  market  demands.  But  if 
really  follows  through  on  this  thre 
and  cuts  back  on  the  availability 
credit,  then  marginal  borrowers  wll 
need  to  refund  maturing  debts 
bankrupt.  If  enough  people,  busines 
es  and  nonsovereign  governments 
bankrupt,  we  will  have  a  financial  ci 
sis  and  a  depression. 

This  is  a  pretty  dilemma  indee 
When  you've  been  messing  things 
for  20  years,  you  can't  expect  to  find 
quick  and  easy  way  out  in  which 
one  will  be.  hurt.  The  only  way  pri 
stability  can  be  restored  is  throu§ 
reachieving  a  sense  of  prudence 
respect  to  borrowing  and  lending. 

How  do  you  restore  the  salutary  b 
lief  that  borrowing  and  lending  ai 
risky  businesses  without  proving  th 
point  by  precipitating  a  financial  pai 
ic  and  a  depression?  In  1966  and  agai 
in  1974,  the  Fed  relented  much  tc 
soon  to  scare  the  market  into  lastin 
prudence.  In  1970  it  came  dangerou 
close  to  overkill — without,  howeve 
succeeding  in  permanently  restorin 
the  requisite  degree  of  prudence. 

So  the  question  now  is:  Can 
bail  everybody  out?  Recent  develop 
ments  in  the  Chrysler  and  oth 
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s  suggest  that  this  time  around 
financial  authorities  are  more 
ressed  with  the  need  to  avert  a 
c  than  with  the  need  for  pru- 
:e.  Every  person,  business  and 
tution  that  is  large  enough  to 
e  a  significant  problem  seems  to 
etting  bailed  out  no  matter  how 
rudent  the  behavior  that  got  him 
t  into  trouble.  A  rather  small 
rigs  and  loan  association  and  a 
large  commercial  bank  both  got 
trouble  by  wildly  imprudent 
ulation  on  the  trend  of  the  bond 
ket.  In  the  case  of  the  savings 
loan,  the  Federal  Savings  & 
1  Insurance  Corp.  not  only  bailed 
the  depositors,  which  it  is  sup- 
d  to  do,  but  also  bailed  out  the 
ers  with  whom  the  S&L  had 
mitments  to  buy  Ginnie  Mae 
ificates  at  prices  far  above  the 
g  market. 

ow,  if  speculation  and  financing 
ulation  become  a  one-way  street 
re  if  you  win  you  win,  but  if  you 
the  government  bails  you  out  at 
taxpayers'  expense,  then  prudence 
depart  from  our  financial  markets 
gether  and  we  can  look  forward  to 
inous  inflation. 

hat  I  am  saying  is  that  the  fear  of 
<ruptcy  is  one  of  the  strongest  po- 
ial  safeguards  against  inflation;  let 
politicians  remove  the  fear  and 
make  imprudence  and  specula- 
virtually  riskless.  But  why  should 
expect  things  to  work  differently 
n  politicians  try  to  legislate  the 
lomy?  There's  been  a  long  history 
his  sort  of  thing  and  while  the 
umstances  differ,  the  results  are 
ost  always  undesirable, 
n  historical  example  of  the  kind  of 
tical  miscalculation  I  have  in 
d  occurred  during  the  campaign  of 
1.  John  Nance  Garner,  then  the 
iker  of  the  House  and  Democratic 
:  presidential  candidate,  thought 
aw  a  political  advantage  in  forcing 
Reconstruction  Finance  Corp.  to 
lish  the  list  of  banks  it  had  made 
is  to.  The  banks  were  horrified. 
:  list  would  be  considered  an  offi- 
government  roster  of  bad  banks, 
en  Garner's  idea  became  law  at 
beginning  of  1933,  troubled  banks 
>ed  to  borrow  from  the  RFC,  the 
k  holidays  that  had  already  started 
he  West  promptly  spread  to  the 
t,  and  on  Mar.  6,  President  Roose- 
closed  all  the  banks, 
he  more  things  change,  the  more 
y  remain  the  same.  The  ability  of 
ticians  to  deal  sensibly  with  eco- 
nic  crises  has  not  improved  much 
:c  John  Nance  Garner's  time.  ■ 


HOW 
IT  FEELS 
TO  HWE  A 
HEART 
ATTACK 


The  way  a  heart  attack  feels  can  vary.  So  how  can  you  be  sure  that 
what  you're  feeling  is  really  a  heart  attack9 
By  remembering  this. 

If  you  feel  an  uncomfortable  pressure,  fullness,  squeezing  or  pain  in  the 
center  of  your  chest  (that  may  spread  to  the  shoulders,  neck  or  arms)  and  if 
it  lasts  for  two  minutes  or  more,  you  could  be  having  a  heart  attack.  Severe 
pain,  dizziness,  fainting,  sweating,  nausea  or  shortness  of  breath  may  also 
occur.  Sharp,  stabbing  twinges  of  pain  are  usually  not  signals  of  a  heart 
attack. 

Your  survival  may  depend  on  getting  medical  attention  as  quickly  as 
you  can.  Call  the  emergency  medical  service  immediately.  If  you  can  get  to  a 
hospital  faster  in  any  other  way,  do  so. 

Don't  refuse  to  accept  the  possibility  that  you  are  having  a  heart  attack. 
Many  heart  attack  victims  do  just  that.  They  say  it's  indigestion  or  tension. 
They  worry  about  embarrassment.  They  often  wait  three  hours  or  longer 
before  getting  help. 

But  before  those  three  hours  are  up,  one  out  of  two  is  dead. 

Remember  what  you've  just  read.  The  time  might  come  when  your  life 
will  depend  on  it. 


The  American  Heart  Association  y 
WE'RE  FIGHTING  FOR  YOUR  LIFE 
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BUSINESS  OPPORTUNITIES 

FREE  MONEY 
REPORT 

5,000  unique  money  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-6,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fee*  Paid 
Finders  Inquiry  Invited 
Write  Box  A 194  Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases.  $8 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria, 
Albuquerque,  NM  87107;  (800) 
528-6050. 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$4.50  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


INCORPORATE  in  Tax  Free  Nevada! 
(Beatt  the  pantt  off  Delaware) 


Nevada  offers  the  best  tax  advantages 
of  all  50  States!  You  owe  it  to  your- 
self, business,  &  your  family  to  send 
for  these  FREE  exciting  facts  .  .  . 
Corporate  Agents  of  Nevada,  Inc. 
1009  N.  Curry  St.  (Suite  7-F) 
Carson  City,  Nev.  89701  (702)  883-2174 

FREE  REPORT 
WHAT  IS  THE 
BEST  FRANCHISE! 

The  first  and  only  analysis  and  rating 
of  every  viable  franchise  in  the  U.S. 
and  Canada  has  just  been  completed 
by  the  nation's  top  business  maga- 
zine. Complete  details  on  this  report 
FREE.  Write  A.E.A. 

2311  Pontius  Ave.,  Suite  B819 
Los  Angeles,  CA  90064 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Binders:  $6.50;  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


Forbes: 
Capitalist  Tool 


® 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac 
cepted  at  the  discretion  of  the  Publisher.  Line  rate  i: 
$22.30.  Minimum  size  ad  is  one  inch  (14  agate  lines] 
costing  $312.20.  FORBES  will  typeset  without  charge 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate 
$21.90.  Minimum  size  for  display  of  two  inches  (28 
agate  lines)  costing  $613.20.  Must  be  submitted  as  filrr 
negative  or  camera-ready  mechanical  to  size.  For  spe 
cific  requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is 
charge  for  mailing  service  on  blind  ads. 


WOE 


FORBES  CLASSIFIED  is  published  in  the  first  issue  o 
each  month.  Advertising  closing  date  is  one  montH 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac 
company  order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 
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TAKE  A  GUESS! 


Her  hair  is  black  like  her  Asian  mother,  but  her  eyes  are  round  and  her  nose 
is  freckled  .  .  .  two  sure  signs  that  her  father  was  an  American. 

She  was  left  in  Korea  by  her  American  serviceman  father  .  .  .  left  to  a  culture 
that  believes  the  child  is  the  nationality  of  its  father.  So  Suzy  belongs  to  no 
country! 

She's  condemned  to  the  streets  because  she  wears  the  wrong  face! 

Pearl  S.  Buck  called  these  "outcast"  little  ones  the  New  Children  and 
established  The  Pearl  S.  Buck  Foundation  to  help  them. 

For  just  $21.00  a  month,  children  like  Suzy  Lee  are  given  food,  clothing, 
education  .  .  .  hope  for  a  future  where  they  will  belong! 

Won't  you  help? 

Suzy  really  belongs  to  us  .  .  .  for  in  the  eyes  of  the  world,  half  Americans  ARE  Americans! 

P.S.  If  you  can't  support  a  child  of  your  own,  will  you  send 

□  $5  D$10  D$20 

and  help  keep  a  child  alive  for  a  day,  a  week,  a  month,  while 
we  seek  out  a  permanent  sponsor? 


7^e  *Pt€Uit  S.  Suet  gp6>«*uC*U**>,  Int. 

Dept.  903,  Green  Hills  Farm,  Perkasie,  Pennsylvania  18944 


Forbes 

ClaSSified/june9,1980 

EXECUTIVE  GIFTS 

REAL  ESTATE 

REAL  ESTATE 

REAL  ESTATE 

RIZED  TRS-80*  DEALER  A301 
COMPUTER  SPECIALISTS 


Up  to 
15%  Discount 
on  TRS-80  s 

il  4K  LEVEL  I  $424  00 

i6  16K  LEVEL  II  $715  00 

)0-84 1-0860  TOLL  FREE 

MANAGEMENT  SYSTEMS,  INC. 

itown  Plaza  Shopping  Center 
15  C.  Second  Ave  .  S.W. 
Cairo.  Georgia  31728 
2)  377- 7120  Go.  Phone  No. 


tS-80  COMPUTERS 

idio  Shack  5  Authorized  Sales 
iwned  &  operated  by  Pan  Amer- 
:tronics.  Inc.,  we  can  sell  them 
No  taxes  collected  on  out-of- 
pments  We  pay  shipping  &  in 

0LL  FREE  800/531  7466 
is  &  Main  No  512/581-2765 
lonway,  Mission,  Texas  78572 


APITAL  TO  INVEST 

1ATIVE  FINANCING 

1  guarantees 
ble  letters  of  credit 
open  escrows 

i-Takeout-Permanent  loans 
ite  or  venture  capital 
tOKERS  PROTECTED 
iND  PACKAGES  TO: 

BANCOR  LTD. 
San  Nicolas  Dr.  Suite  206 
v.  port  Beach,  CA  92660 
714/640-1633 


:apital  wanted 

D  TUNA  FISH— Est  profit- 
sorter  requires  financing  for 
inery  to  process  2000  cases 
vith  profit  $8.00  case.  I  offer 

company  for  partner  to  fi- 
achinery  about  $250,000  pur. 
!  plus  credit  to  buy  raw  tuna, 
berg,  International  Affill  Co. 
t  W  32nd  St  NYC  10001 

Tel.  (212)  736-2680 

EL/HOTELS/RESORTS 

DRIVEN  BIRD  AND 
ALK-UP  SHOOTING 

Kingdom,  Hungary,  Spain. 
:/Partridges/Pheasants 
igust-December  1980 
l/Sea  Trout 
ne-September  1980 

igust-Octobcr 
Homes  or 
Accommodations 
lajor  Neil  Ramsay,  Farleyer, 

feldy,  Scotland  PHI 5  2JE 
— Grousalder    Telex  76371 


TRAVEL 


(JAMMER  CRUISES 

Sun,  Fun,  New  Friends 
Good  food,  Quaint  Harbors. 
Romantic  Islands 
in  S.  New  England 
$407 .'wk  -  $204/weekends 
Write  Bill  of  Rights 
Oner  Bex  477,  Newport,  R  I  02860 

ftigj!tfi"  TEL  401-724-7612 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 

For  Price  &  Construction 
Package  Information  Send  $4.00  To: 


fopsider  Homes 


P.O.  Box  849  F 
Yadkinville,  N.C.  27055 
919-679-b846 


WANTED 

A  scenic  ranch  or  timber- 
land.  Over  5,000  acres  up 
to  $500  per  acre.  Sunbelt 
area  with  natural  ameni- 
ties. 

Box  A193  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


FREE  CATALOG 

Big  .  .  .  Free  SUMMER  1980  Catalog 
describes  and  pictures  more  than  2,700 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  43  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 

NEBRASKA  FARM 

One  of  the  finest  farms  in  the  entire 
midwest,  2400  acres  +  ■ —  of  excellent 
center  pivot  irrigated  corn  grounds. 
Buyer  can  realize  approx  6.5%  re- 
turn on  total  investment,  Cash  on 
Cash.  +  —  Let's  visit  about  the  tax 
benefits.  Documentary  proof  on  all 
yields  available  for  the  past  several 
years.  Absolutely  a  gem. 
Call  VOGEL  REAL  ESTATE  INC 
P.O.  Box  24,  O'Neill.  Nebraska  68763 
(402)  336-1336 


REAL  ESTATE  SERVICES 


NEED  FOREIGN  BUYERS  FOR  U.S. 
FARM  AND.  INCOME  PROPERTIES? 

Our  new  directory,  "The  Foreign 
Buyers  of  U.S.  Property©,"  lists 
thousands  of  foreign  buyers  who 
have  invested  billions  in  U.S.  real 
estate  property.  Now  the  aggres- 
sive realtor  has  a  way  to  sell  them 
more  property! 

INVESTOR  PROFILES 
U.S.  &  Foreign  Investor  Research 
Toll  Free:  1-800-221-5578 
in  New  York:  1-212-532-5629 


BUSINESS  SERVICES 


KING  OF  800  s 

A  NATIONAL  TOLL  FREE 

ANSWERING  SERVICE 
100  calls  per  mo  for  $25  per  mo 
Call  toll  free  for  information 
The  store  that  never  closes 
1-800-327-9009 
"TOLL  FREE  AMERICA  INC" 


METRO  ATLANTA 

Investment 
Commercial 
Industrial 
Residential 
Recreational 

LAND 
FOR  SALE 

Will  develop,  joint  venture 
or  manage  projects. 

Contact  Paul  T.  Zantzinger 

Hooker  Barnes 

Land  Division 
2175Parklake  Drive  NE 

Suite  250 
Atlanta  Georgia  30345 
404  939-4430 


HILTON  HEAD  ISLAND,  S.C. 
OCEAN  FRONT  VILLA 

$6400  DOWN 
$63,900  FULL  PRICE 
Fully  furnished 
OCEAN  FRONT  VILLA 
on  Hilton  Head  Island. 
90%  Financing. 
CALL  COLLECT 
(FW14)  803-785-8666 

FLORIDA  LAND 

In  Horse  country  (near  Ocala):  600 
acres,  irrigated  soy  beans,  corn,  vege- 
table farmland  with  IVi  miles  paved 
frontage.  Will  divide. 
On  St.  Johns  River:  30,000  acres  un- 
developed land,  18  miles  east  of  Or- 
lando, between  State  Roads  46  &  50. 
Contact  owner: 

NORRIS  COMPANY 
P.O.  Box  1088,  Ocala.  Fla.  32670 
(904)  622-7151 

MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE  — 

Qualify  to  become  an  attorney 
in  some  jurisdictions. 
For  free  information 
phone  toll  free  1-800-423-4530 
Cal.  res.  phone  213-795-5558 
or  write:  Southland  University, 

69  North  Catalina, 
Dept.  H3,  Pasadena,  CA  91106. 


LUXURY 
RESIDENTIAL,  ESTATE 
AND  FARM  PROPERTIES 

PARIS,  KENTUCKY  —  A  magnifi- 
cent 916-acre  horse  breeding  fa- 
cility in  the  heart  of  Bluegrass 
country;  offered  for  sale  in  3  sep- 
arate parcels.  12  miles  east  of 
Paris-Lexington  Pike. 
$5,954,845.  Brochure  #FB  23-01 . 
BEDFORD,  NEW  YORK  —  Splen- 
did 14-acre  estate  with  beautifully 
maintained  grounds  including 
pool,  tennis  court  and  helicopter 
pad.  15-room  main  residence  and 
outbuildings.  One  hour  to  Man- 
hattan. Price  upon  request. 

Brochure  #FB  1-74. 

CHARLES   COUNTY,  MARYLAND 

— With  2,000  ft.  frontage  on  the 
Potomac,  this  265-acre  estate  is 
an  exemplar  of  the  country  life. 

11-  room  Georgian  main  residence, 
poolhouse  and  barn.  30  min.  to 
Washington,  D  C. 

$1,500,000.      Brochure  #FB  17-06. 

BEDFORD,  NEW  YORK  —  Private 

12-  acre  estate  in  lush  country  set- 
ting featuring  a  19-room  main  res- 
idence, pool,  greenhouse,  studio 
and  barn.  50  min.  from  Manhattan. 
$800,000.         Brochure  #FB  1-66. 

HILLSBORO  BEACH,  FLORIDA  — 

In  an  exclusive  residential  neigh- 
borhood, this  21/2-acre  estate  en- 
joys a  private  beach  and  lovely 
views  to  the  Atlantic.  7-room  stuc- 
co residence  with  pool.  45  min. 
from  Palm  Beach. 
$750,000.         Brochure  #FB  3-43. 

SUNSET,  LOUISIANA  —  On  Na- 
tional Register  of  Historic  Places, 
a  splendid  20-acre  plantation 
evoking  graciousness  from  another 
age.  Carefully  restored  with  origi- 
nal features.  15  min.  to  Lafayette. 
$950,000.  Brochure  #FB  14-04. 
BROOKLANDVILLE,  MARYLAND 
—  Handsome  54-acre  estate  with 
fine  equestrian  facilities  and 
views  of  Greenspring  Valley.  2- 
story  stone  main  residence  and 
poolhouse.  15  min.  from  Baltimore. 
$2,000,000.  Brochure  #FB  17-07 
Please  contact  us  for  brochures 
and  further  information  on  these 
and  similar  outstanding  properties. 

Sotheby  Parke  Bernet 
International  Realty 

980  Madison  Ave.,  New  York  10021 

tel.  212/472-3465  I 


TAHITI 

Twin  Tahitian  houses,  a  sea- 
front  home,  a  hilltop  home,  35 
miles  from  Papeete,  on  Tahiti, 
Iti  .  .  .  Paradise  setting,  7V6  + 
acres,    formerly    Zane  Grey's 
fishing  camp,  available  for  im- 
mediate occupancy.  Offered  at 
$350,000  U.S.,  fully  equipped. 
Box  A192  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


WINES 


Felewinc  Inc. 

-2100  _ 

Vo°f 


"Wint§OfWirt~    .  »>JL™ 

(212)685-2100 j+ 


For  further  ' 
information  contact: 
Duncan  McMillan 
Director, 
Special  Projects 
FORBES  Magazine 
60  Fifth  Avenue 
New  York,  NY  10011 
(212) 620-2224 
or  your  local  Forbes 
representative 
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Men  love  their  children,  not 
because  they  are  promising  plants, 
but  because  they  are  theirs. 
George  Savile 


Character  is  the  sum  total 
of  a  person's  thoughts  and 
actions.  Words  are  mostly 
exhibits  of  parts  of  character. 
Foster  B.  McGaw 


Discourses  on  humility  are 
a  source  of  pride  to  the  vain, 
and  of  humility  in  the  humble. 
Blaise  Pascal 


Self-love  is  more  cunning  than 
the  most  clever  man  in  the  world. 
La  Rochefoucauld 


I  think  somehow,  we  learn 
who  we  really  are  and  then 
live  with  that  decision. 
Eleanor  Roosevelt 


It  is  sometimes  wise 
to  forget  who  we  are. 
Publilius  Syrus 


No  man  knows  of  what  stuff 
he  is  made  until  prosperity 
and  ease  try  him. 
A. P.  Gouthey 


Integrity  is  a  good  word  and 
those  who  guide  their  lives  by  it 
will  die  happy,  even  though  poor. 
William  Feather 


A  man  is  always  as  good  as  the 
good  which  appears  in  his  face, 
but  he  need  not  be  as  evil  as 
the  evil  which  appears  in  it, 
because  evil  does  not  always 
realize  itself  immediately,- 
indeed,  sometimes  it  never 
realizes  itself  at  all. 
Max  Picard 


That  which  we  are,  we  are,  and 
if  we  are  ever  to  be  any  better, 
now  is  the  time  to  begin. 
Tennyson 


Thoughts 

on  the  Business  of  I  Jfe 


L'nless  one  builds  on  a 
foundation  of  self-respect, 
one's  life  structure,  no 
matter  hou  glittering  and 
imposing  on  the  outside, 
is  corroded  and  honey  combed 
u  it  bin,  liable  to  collapse 
ignominiously  at  any  moment 
B.C.  Forbes 


Perhaps  the  only  true  dignity 
of  man  is  his  capacity  to 
despise  himself. 
George  Santayana 


He  will  have  no  judge  but 
himself  condemns  himself. 
H.G. Bohn 


Every  man  has  three  characters — 
that  which  he  exhibits,  that 
which  he  has,  and  that  which 
he  thinks  he  has. 
Alphonse  Karr 


All  lies  are  not  told — 
some  are  lived. 
Arnold  Glasow 


Human  society  is  ordered, 
productive  and  in  accord 
with  human  dignity  only 
if  it  is  based  on  truth. 
Pope  John  XXIII 


The  noblest  works  and  foundations 
have  proceeded  from  childless  men. 
Francis  Bacon 


Mote  than  3,000  "Thoughts,"  indexed  by 
authoi  and  subject,  ate  available  m  a  574- 
page  book  at  SI  1.95.  Send  check  and  otdet 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Likely  as  not,  the  child 
you  can  do  the  least  with  will 
do  the  most  to  make  you  proi. 
Mignon  McLaughlin 


Life  is  tons  of  discipline. 
Robert  Frost 


That  which  we  call  sin  in 
others  is  experiment  for  us. 
Ralph  Waldo  Emerson 


There  is  no  evil  that  does  not 
offer  inducements.  Vices  temp 
by  the  rewards  which  they  offe 
Seneca 


I  hope  you  have  not  been  lead: 
a  double  life,  pretending  to  be 
wicked,  and  being  really  good 
the  time.  That  would  be  hypoc 
Oscar  Wilde 


A  Text . . . 

Likewise,  ye  younger, 
submit  yourselves  unto 
the  elder.  Yea,  all 
of  you  be  subject  one 
to  another,  and  be 
clothed  with  humility: 
for  God  resisteth  the 
proud,  and  giveth  grace 
to  the  humble. 
I  Peter  5:5 


Sent  in  by  Morris  W.  Peterson,  San 
Cisco,  Calif.  What's  your  favorite  text 
Forbes  ScTapbook  of  Thoughts  on  the 
ness  of  Life  is  presented  to  sende 
texts  used. 


Back  of  every  noble  life 
there  are  principles  that 
have  fashioned  it. 
George  Horace  Lorimer 


If  you  never  assume  importanc 

you  never  lose  it. 

Lao-tzu 
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RCA  improves  color  TV 
with  an  electronic  ^ 
"fine  tooth  comb"  A 
that  separates     I  m 
color  from  detail, 
And  enhances  both.m 


1.722-1- 

.  .  '  007 


The  Dynamic  Detail  Processor- a  ^^Mp 

tiny  solid  state  comb  filter  device  with  ^^^^ 
a  computer-like  "memory"-  is  producing 
sharper  and  clearer  color  TV  pictures  than  ever 
before  in  RCA  Limited  Edition  ColorTrak  TV  sets.  By 
electronically  separating  the  signals  responsible  for  color  m 
and  picture  detail,  the  comb  filter  allows  both  signals  I 
to  be  fully  processed  by  the  set.  As  a  result,  minute  M 
details  take  on  remarkable  new  definition  and  clarity, 
while  color  streaking  and  crawling  edges  (like  those 
on  checkered  sport  jackets)  are  virtually  eliminated.  I 
RCA  color  TV  sets  are  the  first  to  have  this  solid  state  - 
marvel  of  technology  designed  into  them. 

The  Dynamic  Detail  Processor  is  a  product  of 
RCA  Research  -  the  kind  of  dedicated  research  that  ■ 
has  been  a  tradition  at  RCA  for  over  sixty  years.  I 
Today,  many  years  after  Nipper  started  listening 
to  His  Master's  Voice,  research  and  1 
development  of  electronic  products  are  1 
funded  at  the  highest  levels  in  our  .  ' 

company's  history.  Our  commitment 
is  as  it  has  always  been,  to  the 
advancement  of  technology -to 
the  creation  of  imaginative,  but 
practical,  products  that 
expand  the  human 

hOriZOn.  £  1980  RCA  Corporation 


A  tradition  on  the  move. 
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It  also  holds  the  worlds  finest  whisky. 

Crown  Royal  from  Seagram.  Diamonds  from  Harry  Winston,  Inc. 


WE 
OPTED 


Three  people.  Three  different 
investment  needs.  For  them  —  and 
for  many  investors  —  the  purchase 
or  sale  of  options  can  offer  flexibil- 
ity far  beyond  the  investment  pos- 
sibilities you  get  simply  by  buying 
and  selling  stock. 

Mr.  Jerry  Zeitz,  a  clothing 
salesman,  wanted  to  participate  in 
what  he  believed  to  be  a  market 
upturn  but  wanted  to  limit  his  risk 
in  case  he  was  wrong.  His  broker 
showed  him  how,  by  investing  a 
small  portion  of  his  capital  in  call 
options  and  putting  the  rest  of  his 
money  in  high-yielding  money 
market  certificates,  he  could  par- 
ticipate in  a  market  rise  yet  limit 
his  loss  should  the  market  go 


down.  Options  suited  his  needs. 

Dr.  Georgette  Bennett,  a 
sociologist,  wanted  to  limit  her  in- 
vestments. Speculating  in  the 
stock  market  appealed  to  her.  So 
Dr.  Bennett  asked  her  broker  to 
develop  an  options  program  for 
her  that  would  not  only  give  her 
access  to  stocks  too  expensive  for 
her  to  buy  outright,  but  would  also 
let  her  know  in  advance  the  full 
extent  of  her  possible  losses.  Op- 
tions suited  her  needs. 

Mr.  Robert  Blank,  a  Certified 
Public  Accountant,  wanted  addi- 
tional income  from  his  invest- 
ments. His  broker  advised  him  to 
sell  options  on  his  stocks,  thereby 
gaining  additional  income.  Since 


Mr.  Blank  was  willing  to  forgo  the 
chance  for  big  capital  gains  in  his 
securities  for  the  extra  income,  op- 
tions suited  his  needs. 

Options  are  not  for  every  in- 
vestor. To  find  out  if  options  suit 
your  investment  needs,  and  to 
learn  more  about  the  risks  and  po- 
tential rewards,  talk  to  your 
broker.  Ask  for  the  informative 
Amex  Options  booklets  "Protect- 
ing Your  Investments  With  Op- 
tions", "Buying  Options  For  Profit 
Opportunities",  and  "Increasing 
Your  Income  With  Options."  You 
will  also  receive  The  Options 
Clearing  Corporation  Prospectus. 
American  Stock  Exchange,  86 
Trinity  PI.,  N.Y,  N.Y.  10006. 


AMEX  OPTIONS 

Ask  your  broker 
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Interest  Rates:  Coming  Down,  But  Slowly.  You  think  the 
prime  rate  is  dropping  fast?  It's  not  dropping  nearly  as  fast 
as  it  should.  That's  why  one  analyst  says  second-quarter 
bank  earnings  will  knock  your  socks  off  33 

The  Funds:  Straw  In  The  Windl  Is  the  luster  of  money 
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Government:  Reindustrialization.  What  businessmen 
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Energy:  Gas  Pains.  Are  we  going  to  have  too  much  nat 
gas,  or  not  enough?  Depends  on  whom  you  listen  to 

Companies:  How  Do  You  Spell  Trouble'  When  Algeri 
involved,  you  spell  it  L-N-G.  Panhandle  Eastern's 
O'Shields  knew  that  when  he  signed  up  back  in  1975. 
there  weren't  many  choices  then  
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Statistical  Spotlight:  Who's  Hurt,  Who's  Not.  No  recess  U 
is  painless.  But  some  companies  will  feel  more  pain  t 

others  


Statistical  Spotlight:  More  Cuts  On  The  Way.  Who's  n 
likely  to  cut  dividends?   


Companies:  The  Uses  Of  Rejection.  What  is  it  that  n 
off  Walco  National's  "investment"  targets?   


Cover  Story:  How  Much  More  Can  The  System  Take! 
1,000%  increase  in  the  price  of  oil  since  1973  hasn't  ca^ 
a  massive  world  depression  principally  because  of 
ability  of  the  world's  banks  to  recycle  petrodollars.  But 
much  longer  can  they  keep  it  up?   


Companies:  Resistible  Retailing.  Maybe  Fed-Mart  ( 
Heinz  Gundlach  should  have  stayed  on  Wall  Street 

Banking:  "Twenty-two  Calls  By  10  a.m.!"  In  its  TV  q 
mercials  Midlantic  likes  to  call  itself  "the  hungry  bai 
Has  it  bitten  off  more  than  it  can  chew?   


The  Money  Men:  "It's  Actually  Very  Easy. "  Dave  Broi 
is  living  the  fantasy  of  every  finance  professor — bea 
Wall  Street's  pros  at  their  own  game  

The  Numbers  Game:  Living  With  The  Future.  Sh< 
accountants  try  to  predict  it?  


writ 


Etofrei  I 

foung 
flip 
*0'G, 
fees,/ 
toe  EE 
its 
IK.  & 

Ifi 
Newtc 


FORBES,  JUNE 


102 


104 


110 


istical  Spotlight:  Private  Lives.  If  the  day  of  the  private 
pany  is  over,  nobody  bothered  to  tell  these  50  rugged 
vidualists  114 


Streetwalker:  The  Big  Bounce.  Staid  old  Mobil  has 
l  acting  like  a  hot  $2  stock  121 

ipanies:  "Damn  Near  Foolproof \ "  Southland  Corp.'s  7- 
en  business  used  to  be.  But  not  anymore.  The  giant  of 
renience  stores  has  lost  its  way  122 

Streetwalker:  Steelyard  Blues.  You  would  have 
ight  that  by  now  nobody  in  his  right  mind  would  call 
I  stocks  a  buy.  But  at  least  one  astute  analyst  does.  And 
rs  don't  129 

Up-And-Comers:  The  Main  Chance.  Since  his  Navy 
,  General  DataComm's  Chuck  Johnson  has  kept  his 
Dnit  132 


Faces  Behind  The  Figures 


eoff rey  Howe,  U. K.  Chancellor  of  the  Exchequer  ...  137 

i  Young,  Manufacturers  Hanover   137 

•n  Trigano,  Club  Me'diterrane'e  137 

W.  O'Green,  Litton  Industries  138 

i  Aves,  American  Soybean  Association   140 

dore  F.  Brophy,  General  Telephone     Electronics  ...  140 

lement  Stone,  Combined  International  Corp   140 

rto  C.  Goizueta,  The  Coca-Cola  Co  142 

isseU,  Entrepreneur   142 

;r  Downey,  Fidelity  Group    145 

e  Newton,  Entertainer/businessman  145 


The  Economy:  Stockholders,  Beware.  The  current  reces- 
sion is  going  to  hit  dividend  payments  harder,  much 
harder,  than  the  one  in  1973-75  147 


Columnists 


Ben  Weberman   148 

Heinz  H.Biel   150 

Stanley  W.  Angrist  152 

John  Train   154 


Srully  Blotnick   156 

Ashby  Bladen   157 

Martin  T  Sosnoff  158 

David  Dreman   160 


Departments 


Side  Lines  6 

Trends  10 

Follow-Through  17 

Flashbacks  18 

Readers  Say  20 


Fact  and  Comment  25 

Other  Comments  28 

Editorial  Index  163 

Thoughts  164 


Photos:  pp.  6  top,  56,  109,  132,  Bill  Kellv,  pp  10,  98  UPI,  p.  18,  Leslie  Wong,  p.  36, 
Herb  Goro;  pp  37,  39,  145  left,  Art  Shay;  p.  49,  Christopher  Springmann;  p  51,  Peter 
Tatiner/Gamma  Liaison,  p.  52,  Robert  B  Tolchin,  pp.  61,  62,  )ohn  Grossman;  p.  76, 
Leroy  Woodson  ]t.,  pp  92,  96  top,  Bettmann  Archive,  p  94  top,  Granger;  pp  94  bottom, 
96  bottom,  Culver  Pictures;  p.  102,  lames  Caccavo/Empire;  p.  1 10,  Tommy  Giles/Black 
Star;  p.  1 13  left,  ludith  Pszenica;  p.  137,  Achache/Gamma  Liaison,  pp.138  left,  140  left, 
Patrick  Pagnano;  p  140  right,  Bob  Satter;  p  145  center,  Les  Wollam;  p  145  right,  Chris 
Maynard. 

Charts:  pp.  33,  41,  93,  95,  97,  147,  Andrew  Christie 


Cover  Illustration:  Ed  Sorel 


Forbes  (ISSN  0015  69 1 4]  is  published  biweekly  by  Forbes  Inc.,  60  Fifth  Ave  ,  New  York, 
N  Y.  10011  Second-class  postage  paid  at  New  York,  N  Y.  and  at  additional  mailing 
offices  Subscription  $27  a  year,  USA  Postmaster  Send  address  changes  to  Forbes,  60 
Fifth  Ave  ,  New  York,  N  Y  10011  Copyright  ©  1980  Forbes  lnc 


JUNE  23,  1980 


3 


) 


powered 

it  will  §ave  vk 

leaves  t 


40  more  passengers 


There  are  two  ways  an 
airline  can  cope  with  the  fuel 
crisis.  Carry  more  passengers. 
Burn  less  fuel. 

With  savings  in  mind,  many 


airlines  are  looking  fortt  bis- 


successor  to  the  mediur 
range  airliners  of  today. 
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40%  le§§  fuel 


blls-RoyceRB211-535 
ngines.  It  will  carry  at  least 
0  more  passengers  than 
"ie  world's  most  successful 
irliner,the727  And  it  will 


burn  up  to  40  per  cent  less  fuel 
per  passenger.  Thanks  to  1 ROLLS 
its  advanced,  fuel-efficient 
Rolls-Royce  engines. 

ROLLS-ROYCE  INC.,  375  PARK  AVENUE,  NEW  YORK,  NEW  YORK  10022. 
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Life  among 


If  knowledge'  is  power,  then  so  is  secrecy, 
and  for  that  reason  few  corporations 
have  been  so  guarded  about  their  market- 
ing and  corporate  strategies  as  Interna- 
tional Business  Machines  has  long  been. 
No  surprise,  then,  that  a  lively  communi- 
ty of  IBM-watchers  has  grown  up,  much 
as  Kremlinologists  have  and  for  much 
the  same  reasons.  You  find  them  work- 
ing for  IBM's  competitors,  of  course,  and 
on  Wall  Street.  In  a  few  cases  they  have- 
busted  out  to  form  independent,  minia- 
ture intelligence  agencies  for  hire.  One 
such  is  the  Gartner  Group,  located  in 
Greenwich,  Conn.,  only  a  short  drive 
from  IBM  headquarters  at  Armonk,  N.Y. 
Some  of  Gartner's  analysts  live  in  IBM 
country  as  well,  the  better  to  infiltrate 
places  like  Darien,  where  IBM  execu- 
tives abound,  and  to  keep  in  touch  with 
an  extensive  network  of  moles  burrow- 
ing away  inside  IBM. 

"We  serve  three  constituencies,"  ex- 
plains founder  Gideon  I.  Gartner,  45,  and 
once  upon  a  time  an  IBM  executive  him- 
self. "One  is  the  big  end-users,  like  Ford 
or  GM;  one  is  the  investment  communi- 
ty through  an  affiliation  with  Dillon, 
Read  &  Co.;  and  one  is  the  computer 
companies  themselves.  Even  IBM  sub- 
scribes to  our  service."  Subscriptions  to 
his  newsletters  and  think  pieces  fetch 
from  $12,000  to  $20,000  a  year. 

All  three  of  Gartner's  constituencies 


Forbes  Staff  Writer  Harold  Seneker 

will  be  interested,  w\-  think,  in  th< 
story  in  this  issue  (see  f>  4").  Pi 
beneath  the  company's  public 
ments,  Staff  Writer  Harold  Seneker 
several  weeks  among  the  profes 
IBM-watchers,  including  the  G. 
Group.  He  got  a  rare  break  when  he  f 
went  up  to  IBM  headquarters  and 
viewed  Chairman  Frank  Cary.  He 
Cary  generous  with  his  time  and, 
veteran  of  traditionally  close-mu 
IBM,  unusually  willing  to  look  bac 
look  ahead — all  of  it  for  the  record. 


Salut 


The  Sixth  International  Balloon  Meet  at 
Forbes  magazine's  Chateau  de  Balleroy, 
near  the  Normandy  beaches  of  France, 
has  just  taken  place.  Over  10,000  persons 
visited  Balleroy  to  see  the  fireworks,  tour 
the  only  international  balloon  museum 
in  the  world  and  watch  28  balloonists 
from  14  countries  do  their  thing. 

To  salute  this  and  other  contributions 
to  Franco-American  amity,  the  French 


government  recently  presented  tr 
der  of  Merit,  France's  highest  ci 
honor,  to  Malcolm  Forbes  in  the  ofl 
the  President  of  the  French  Senate 
Following  the  Meet,  Forbes,  sort 
ert  and  nephew  Duncan,  along  witl 
World  Editor  Alan  Girdler  and  Non- 
doctor  Jan  Engzelius,  took  off  on  t 
cycles  for  the  Arctic  Circle's  North 
3,900  kilometers  from  Ballerov. 


Malcolm  Forbes  receiving  the  Order  of  Merit— for  hot  air 
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OEING  COM  PUTER  SERVICES' 
rSTRUDL  PIRODUCED 
I  COMPLETE  ANALYSES 
>R  NEW  RIGID  FRAME 
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Limiting  deflection  for  drift  control  is  a  common  structural  engineering 
lem  especially  when  the  rigid  frame  structure  is  to  be  24  stories  tall. 
Engineers  for  a  new  octagonal  building  chose  a  productive  solution, 
j  Boeing  Computer  Services'  GTSTRUDL  (Georgia  Institute  of  Technology 
:tural  Design  Language)  they  were  able  to  produce  24  complete  analyses . . . 
In  addition  to  automatic  generation  of  the  structure,  GTSTRUDL  produced 
lfications  for  wide  flange  shapes  from  tables  stored  in  the  system. 
With  this  many  alternative  analyses  to  work  with,  the  engineers  were  able 
e  their  experience  and  understanding  to  be  the  decision  makers. 
GTSTRUDL  offers  the  structural  design  engineer  an  extremely  cost  effective 
'onment.  It  offers  him  a  service  that  is  a  highly  productive  engineering  tool. 
Boeing  Computer  Services  offers  engineers  rapid  access  to  multiple  CDC 
ER  and  IBM  computer  systems  via  one  of  the  world's  largest  privately 
iged  communications  networks.  In  addition  to  GTSTRUDL,  BCS 
ides  engineers  a  comprehensive  line  of  analysis  tools  and  support  products 
ding  graphics  for  a  number  of  engineering  applications  covering  a  range  of 
leering  disciplines. 

To  learn  more  about  these  cost  savings  opportunities,  write  or  call: 

am  O.  Sparks,  Boeing  Computer  Services  Company,  177  Madison  Avenue 

ristown,  NJ  07960  (201)  540-7786. 


□  Please  send  me  literature 

on  BCS  Engineering  Computer 
Services. 

□  Have  your  representative 
call  and  schedule  a  brief 
but  productive  meeting. 


Name 


Title 


Organization 


Address 


City 


State 


Zip 


Telephone 
6FO-4 
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Rockwell  Interactions 
is  more  than  a  leading 
builder  of  digital 

microwave  systems. 
Much  more. 


Electronics. 

(Sales,  fiscal  1979:  $1.5  billion) 


Among  our  many  electronic  products  is  our  new 
Collins  digital  microwave  equipment.  It's  been  selected 
by  more  than  two-thirds  of  the  Bell  operating  telephone 
companies  and  most  of  the  large  independents. 
The  New  York  Times  uses  it  to  send  page  images  from 


Telephone  companies 
are  major  users  of 
our  microwave  systems. 


composing  room  to  platemakers  miles  away  —  in 
minutes.  We're  also  a  leading  analog  microwave  supplier 
to  railroads,  pipeline  companies,  and  many  others. 

In  another  of  our  electronics  businesses,  our 
automatic  call  distribution  systems  are  used  by  nearly 
every  major  U.S.  airline  to  speed  telephone  reservations. 
We're  one  of  the  world's  leading  suppliers  of  avionics  for 
airtransport,  general  aviation  and  military  aircraft. 
We're  also  a  major  defense  electronics  supplier  and  we 
produce  a  wide  variety  of  microelectronic  systems  and 
devices. 


Our  new  high-int  egrity 
integral  beam  axle 
reduces  stress  concentration 

over  the  entire  length  of  the  axle. 


Our  new  high-integrity  integral  beam  axle  is 
designed  to  iengthen  trailer  axle  life  by  reducing  stress 
over  its  entire  length.  It's  rated  at  10%  higher  capacity 
is  ten  pounds  lighter  than  competitive  axles.  By  comti 
this  trailer  axle  with  our  U-joints,  brakes,  hubs,  drums, 
springs  and  other  axles,  a  typical  5-axle  truck  could  sa 
up  to  1,482  pounds,  of  dead  weight  for  increased  paylo< 

One-half  of  the  highway  tandem  tractors  in  Norl 
America  are  equipped  with  our  axles  —  and  more  thar 
half  of  the  heavy-duty  trucks  stop  with  our  brakes.  We 
also  a  major  supplier  of  steel  and  styled  aluminum 
wheels,  mechanical  devices,  castings  and  forgings,  a-i 
components  for  light  and  heavy  trucks,  passenger  car; 
and  buses. 


I 


Earnings 
per sha  re 


Aerospace. 

(Sales,  fiscal  1979:  $1.6  billion) 


Rockwell  International  is  a  major  multi-industry 
company,  applying  advanced  technology  to  a  wide  range 
of  products  —  in  electronics,  automotive,  aerospace  and 
general  industries.  Our  $6.2  billion  sales  in  fiscal  1979 
represent  an  increase  of  16  percent  over  the  $5.3  billion 
of  1978.  Net  income  totaled  $261.1  million,  or  $7.33  per 
share,  an  increase  of  48  percent  over  1978.  Return  on 

average  equity  has  increased 


Return  on 
average  equity 


to  18  percent,  which  is 
a  substantial  improvement 
over  the  previous  year  and 
nearly  twice  that  of  1975. 
We  invite  you  to  read  more 
about  our  balanced 
diversification,  below. 


Fiscal  1979  sales 


/Ve're  prime  contractor  to  NAS>A  for  the  Space 
orbiters,  their  main  engines,  cind  for  integration 
ntire  Space  Shuttle  system.  SSince  the  engines 
iters  are  reusable,  they  will  htslp  lower  the  cost  of 
I  the  benefits  of  space  down  to  earth. 
bur  role  in  this,  the  most  advanced  project  in  the 
Df  space,  is  just  one  of  our  aerospace  activities, 
have  a  long,  proud  history  as;  a  designer  and 
of  business  and  military  aircraft.  And  for  the 
Positioning  System  (GPS),  we're  building  Navstar 
is  which  —  together  with  receiving  equipment 
our  Electronics  Operations  —  will  enable  GPS 
i  pinpoint  their  positions  to  wilthin  30  feet  on 
sea  and  in  the  air. 


General  Industries. 

(Sales,  fiscal  1979:  $1.2  billion) 


We  make  a  wide  variety  of  gas  and  water  meters, 
and  instruments  that  read  water  meters  electronically. 

One  records  readings  on  magnetic 
tape  for  subsequent  computer- 
prepared  billing.  These  timesaving 
innovations  help  utilities  improve 
productivity  and  fight  rising 
costs. 


Our  new  Tele-Tape 
remote  meter  reader 
system  is  an 
application  of  our 
electronics 


technology. 


We're  a  leading  supplier  of  high-technology 
valving  used  in  the  production,  transmission  and 
processing  of  oil  and  gas.  We  also  make  industrial  and 
consumer  power  tools.  In  addition,  we're  a  world  leader 
with  our  Goss  printing  presses  and  Rimoldi  industrial 
sewing  machines. 

For  more  about  us,  write  for  our  annual  report: 
Rockwell  International,  Dept.  815R-38, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


The  Rockwell-built 
Spa  ce  Shuttle  orbiter 
is  capable  of  at  least 

om  e  hundred  missions 
into  space  and  back. 


Rockwell  International 

...  where  science  gets  down  to  business 

Automotive  /Aerospace 
Electronics /General  Industries 


Irends 


A  new  look  in  bonds 

A  new  wrinkle  in  tax-free  munieipals — 
bonds  with  floating  interest  rates — ar- 
rived on  Wall  Street  last  month  and 
found  immediate  favor.  E.F.  Hutton  sold 
off  two  pollution-control  industrial  de- 
velopment issues,  one  for  $21  million  for 
Bucks  County,  Penna.,  the  other  for  $27 
million  for  Utah  County,  Utah,  both 
backed  by  U.S.  Steel.  Interest  rates  will 
be  figured  on  a  weekly  basis,  pegged  to 
U.S.  Treasury  bills  and  the  30-year  Trea- 
sury bond  "constant  maturity"  rate.  The 
floating  rates,  says  William  L.  Clayton,  a 
Hutton  senior  vice  president  and  direc- 
tor, are  subject  to  a  floor  of  6%  and  a 
ceiling  of  14%  and  should  help  keep  the 
bonds  at  par.  (Last  week,  they  were  at 
par  and  delivering  7.804%,  vs.  7.87%  on 
opening  day.)  Maintaining  the  price  of 
the  bonds,  Clayton  says,  offers  two 
pluses:  "It  should  encourage  people  to 
move  into  municipal  bonds,  and  for  the 
issuers,  since  there  is  less  risk  on  the 
principal,  it  opens  up  a  market  that  has 
dried  up."  What  about  the  bookkeeping 
burden  of  figuring  interest  on  the  two 
issues  every  week?  With  computers, 
Clayton  sees  no  problem.  He  admits, 
however,  that  the  value  of  the  bonds' 
coupons  cannot  be  figured  in  advance  but 
will  probably  have  to  be  averaged  over 
the  payment  period. 


Back  to  the  gas  crisis 

Cutbacks  in  gasoline  consumption  in  the 
U.S.,  despite  progress  shown  recently, 
amount  to  only  a  drop  in  the  gas  tank, 
according  to  a  new  study  of  63  experts 
headed  by  Harvard's  Dr.  Daniel  Yergin, 
coeditor  of  the  university's  far-reaching 
report  of  last  year,  Energy*  Future  (Forbes, 
Oct.  15.  IT')).  The  new  study  calls  for  a 
swift  cut  of  20%  in  gas  consumption, 
saying  that  without  it  the  U.S.  faces  a 
"crisis  of  mobility"  in  the  1980s.  Throt- 
tling back  that  much — consumption  is 
now  about  7  million  barrels  a  day — 
would  be  like  adding  "a  new  Kuwait  or  a 
new  Iran  to  the  world  market."  The  rea- 
sons for  concern  are  manifold,  Yergin 
says.  One  is  a  worsening  outlook  for  oil 
supplies  in  the  coming  decade.  Even  end- 
ing price  controls,  he  adds,  won't  help. 
The  study  concludes  that  U.S.  domestic 
oil  production  is  likely  to  slip  from  its 
present  10  million  barrels  a  day  to  3 
million  or  4  million  by  1990.  At  the  same 
time  the  Harvard  group — professors,  en- 
ergy reporters,  economists,  administra- 
tors— sees  the  U.S.  woefully  unprepared 
for  any  oil  cutoff  and  with  a  standby 
rationing  plan  that  could  prove  "an  ad- 
ministrative monstrosity."  Is  there  any 
solution  i1  One  advanced  in  the  new  re- 
port could  be  a  gas-tax  increase  of  30 


cents  to  50  cents  a  gallon  (which  would 
bring  the  U.S.  levy  to  about  a  third  of 
Western  Europe's  tax  bite).  Another  would 
be40-miles-per-gallonfuelefficiency  rules 
for  1985-95,  something  Yergin  says  has 
strong  support  and  which  Detroit  is  in 
better  shape  to  deliver  because  of  its  suc- 
cess in  improving  mileage  in  recent  years. 
Not  that  it  will  be  easy.  "Obviously," 
Yergin  says,  "the  automobile  industry 
faces  considerable  difficulty  in  assembling 
the  necessary  capital." 


Windfall 

The  volcanic  explosion  that  ripped  1,400 
feet  from  the  crest  of  9,600-foot  Mt.  St. 
Helens  and  blanketed  the  Northwest  in 
ashes  will  mean  an  unexpected  harvest 
for  some  businesses  in  the  area.  Forest- 
product  companies  like  Weyerhaeuser, 
for  example,  had  thousands  and  thou- 
sands of  their  forested  acres  flattened  by 
the  blast.  Because  these  trees  will  only 
rot  if  left  on  the  ground  and,  more  impor- 
tantly, because  they  are  clogging  the  re- 
gion's roads  and  waterways,  the  land 
must  be  cleared  as  quickly  as  possible. 
The  harvest,  moreover,  will  be  more 


.1//.  St  Helens  blows  its  top 
Even  catastrophe  can  pay  off. 


plentiful  than  the  usual  cutting.  Normal- 
ly, loggers  clear  only  selected  parts  of  a 
forest,  saving  the  rest  for  the  future.  In 
this  case,  everything  must  be  harvested. 
And  because  the  volcano  blew  down  the 
trees  in  more  or  less  orderly  windrows, 
the  clearing  will  be  expedited.  Another 
Northwest  company  braced  for  a  rush  of 
unexpected  business  is  Omark  Industries 
of  Portland,  Ore.,  whose  $200  million  in 
sales  includes  65%  to  75%  of  the  world 
market  in  the  chains  that  provide  the 
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cutting  edge  for  woodmen's  chain 
Not  only  will  the  loggers  need  more 
to  clear  the  mountain's  devastated 
rons,  but  because  volcanic  ash  is  so 
siVe,  the  chains  will  need  more  free 
sh  arpening — and  Omark  also  mar 
tuires  the  files  used  to  sharpen  then 

How  open  the  arms? 

Sigjns  of  friction  have  developed  a 
conservative  American  Enterprise 
tut  e  over  the  "open  arms"  policy  t( 
Cuban  refugees.  An  outspoken  pror 
of  the  idea  at  the  AEI  (often  dubbed 
Re  publican  Brookings  Institution") 
dro  Sanjuan,  a  former  State  Depart 
protocol  officer  and  one  of  the  H 
lights  on  JFK's  New  Frontier.  Sar 
wh  ose  father  conducted  a  symphor 
chestra  in  Havana,  argues  that  the 
could  score  a  diplomatic  coup  in  th 
rib  bean  by  taking  all  comers  horn 
with  the  aid  of  our  European  allies 
sees  no  reason  why  European  coui 
couldn't  take  at  least  5,000  apiece, 
not:  inconceivable,  he  says,  that  Cai 
economic  disasters  might  promp 
Kremlin  backers  to  find  someone 
place  him — as  they  have  done  i\ 
ghanistan.  Sanjuan's  open-arms  pn 
meints  (he  wants  it  for  Haitians  alsi 
not:  sitting  too  well  with  some  d 
coll  eagues  at  AEI  who  fear  that  the  ■ 
try's  immigration  laws  are  becc 
meaningless  and  that  the  U.S.  ma] 
itself  with  Spanish-speaking  enc 
forming  across  the  land. 


(Open  season  for  banks 

Wil  ly  Sutton  used  to  say  he  robbed  1 
"because  that's  where  the  mone] 
His  gospel  seems  to  be  spreading.  C 
against  banks  have  been  rising  ste 
since  1976,  but  last  year  they  jui 
alrmost  28%  and  for  the  first  tir 
hist'ory  passed  the  7,000  mark.  (In 
the  FBI  counted  5,500  "external  cri 
agai  nst  banks.)  Nor  were  these  ] 
banik  heists;  the  average  loot  last) 
was  more  than  $6,200.  Inside  job$ 
an  even  bigger  toll.  The  average  1« 
the  7,300  internal  crimes  the  G-m« 
vesti.gated,  80%  of  them  by  bant 
ployiees,  rose  to  $18,600,  compared 
$14/700  in  1978.  (The  FBI  lumps 
mereial  banks,  mutual  savings  b 
savings  and  loan  institutions  and  fe 
ly  in  sured  credit  unions  in  its  stati: 
Bankers,  naturally,  are  rattling  thei 
ers'  cages,  even  though  convictio) 
bank  crime  rose  in  1979,  from  1,1 
more  than  1,200.  What  particular! 
sets  it  he  moneymen  is  the  14%  cut 
FBI's  budget  for  bank-robbery  sleu 
next  year.  "To  make  a  drastic  cu 
time  like  this,"  says  John  Wolff,  an 
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Is  overnight  account  settlement 
anything  tor  an  American  bank  to 

brag  about? 


That  depends  on  where  the  customer  is. 


When  an  international  securities  exchange  in  the  Old  World 
set  out  to  trade  in  the  New  World,  they  discovered  unique 
problems.  Due  to  local  time  differences,  their  American  hank 
would  only  have  13  hours  to  settle  accounts  for  the  exchange's 
members  before  the  start  of  trading  the  next  day.  The  account 
statements  then  had  to  be  sent  smoothly  across  the  Atlantic, 
landing  in  the  exchange  by  midday  European  time,  complete 
and  en  or  free. 

Our  Custom  Cash  Management  team  mapped 
out  a  perfect  solution  which  used  our  Cash  Con- 
nector terminal  operating  via  transatlantic 
computer  network.  The  system  is  fully 
automated  and  is  part  of  our  normal 
overnight  operation,  so  virtually  no 
crises  or  errors  ever  become  a  part 
of  our  clients  operation. 

For  a  custom  look  at  your  cash 
management  problems,  contact 
Bankers  Trust.  Because  if  your 
problems  aren't  exactly  like  every- 
body else's,  your  banker  shouldn't 
be,  either. 


Custom  Cash 
Management 

BankersTrust 
Company 


©BankersTrust  Company 
Member  FDIC 


GOLD.  Krugerrands  have  become    ^^hSPB^HP^    the  world's  most  popular  gold 

bullion  coin,  and  for  good  reason.  It  is  ^6*a«w«r''  the  least  expensive  way  to  buy  gold, 
and  no  costly  assay  is  required  for  sale. 

Because  it  contains  exactly  one  troy  ounce  of  gold  you  know  exactly  what  your  Krugerrands 
are  worth  at  any  time.  Simply  check  the  daily  gold  market  quote  in  the  newspaper. 
Krugerrands  are  liquid,  discrete,  and  un  matched  for  holding  value  against  inflation.  Just 
4  years  ago  it  took  106  Krugerrands  to  buy  a  new  Mercedes  Today  it  takes  only  36. 
Gold  is  made  simple  by  the  specialists  at  the  Galeries  des  Monnaies  of  Geneva,  Ltd. 
Buying  Krugerrands,  like  making  any  investment,  is  more  profitable  and  comfortable  with 
the  personal  attention  and  guidance  of  an  expert.  The  Galerie  des  Monnaies,  as  New  \brks 
leading  dealer  in  rare  coins  and  medals,  is  ready  to  put  its  worldwide  resources,  reputation, 
and  experience  to  work  for  you. 

Visit  the  Galene  des  Monnaies.  Speak  with  our  experts,  and  discover  the  added  value 
knowledge  can  bring  to  the  world's  most  coveted  metal.  Whether  you  are  interested  in  1  or 
1000  Krugerrands.  the  Galerie  can  serve  your  needs. 
After  all.  your  first  Krugerrand  probably  won't  be  your  last. 

Galerie  des  Monnaies  <gf  Geneva,  Ltd 

Rare  Coins  Medals 

970  Madison  Avenue  (corner  76th  St)  New  York,  N.Y.  10021  Tel:  (212)  734-9700  Telex:  (ITT427274) 
Branches  in    GENEVA    DUSSELDORF  PARIS 


SOLVE  YOUR  1980  TAX 
PROBLEMS  ...  NOW! 

100%  FINANCING 
AVAILABLE 

For  Qualified  Individuals 


Solid  equipment  leasing 
programs  available  for  high 
tax-bracket  individuals. 

You  may  receive  regular  in- 
come from  established 
firms,  while  sheltering  your 
other  income. 

Up  to  400%  of  the  funds  you 
invest  may  be  tax-deductible. 


*  *  DON'T  WAIT  *  * 

For  Information  Contact  ... 

MORGAN.  WARNER.  LEEDS  &  RHODES  LTD. 

2040  Avenue  of  the  Stars,  Suite  400 
Los  Angeles,  California  90067 
(213)  552-2211 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free|. 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes.  60  Fifth  Avenue 
New  York,  N.Y  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  prim  I 


New  Address: 


Grv 


Zip 


Date  of  Address  Change 


Trends 

ciatc  director  of  the  American  111 
Association,  "just  doesn't  make 
To  compound  the  problem,  Wolf 
the  bureau  has  also  made  deep 
funds  for  training  local  police  to 
bank  robberies,  burglaries  and  lar 

The  penny  pinchenl 

Americans  are  hoarding  penniel 
and  the  supply  in  circulation  i-I 
dling  even  though  the  U  S  \l 
cranking  out  more  than  a  hi  I 
month,  up  33%  from  1979.  Jamef 
who  manages  cash  operations 
Federal  Reserve,  denies  any  prod  I 
caused  shortage  but  adds  caunl 
"We're  having  some  problems  nl 
demand."  The  Fed  is  in  fact  usingf 
tive  distribution,"  a  kind  of  ration! 
meet  demand  from  its  37  banks, 
markets  in  Washington,  D.C.  are II 
customers  to  pay  in  pennies  ano 
stores  are  putting  cigar  boxes  neJ 
registers  to  collect  the  coins.  The 
vation  for  the  hoarders  and  spec| 
whom  the  Fed's  Stull  blames 
problem  is  a  mystery,  though  sor| 
may  be  the  result  of  a  rumor  til 
Mint  will  not  make  a  copper  cei 
year  because  of  the  expense.  Tlf 
penny  panic  occurred  in  1974  wH 
Mint  asked  for  legislation  to  let  ij 
aluminum   pennies.  Congress 
down  the  request. 

The  open  road 

Despite  the  recession,  travel  in  til 
seems  to  be  heading  for  a  warm  su 
First  reports  from  state  travel  of  v 
motel  and  food-chain  operators,  tu 
tolltakers  and  federal  parks  < 
show  business  up  and  bookings 
Vacation  costs  are  growing — at  ai 
12%  annual  increase — according 
U.S.  Travel  Data  Center,  and  Amt 
seem  to  be  shaking  off  the  stay-ac 
spirit  that  drove  down  travel  re^ 
during  the  gasoline-short  1979  su 
Pennsylvania  (which  also  had  the 
Mile  Island  nuclear  scare  to  conten 
last  year)  is  showing  early  foot 
travel  market  this  time.  Colora 
pects  an  11%  increase  in  its  nurri 
tourists  and  Florida  is  predicting  . 
jump  in  tourism  sales.  Attendance 
national  parks  is  also  looking  for 
nificant  rise  this  summer.  The 
around  may  be  partly  the  result  of 
penchant  for  close-to-home  vacs 
The  American  Automobile  Assoc 
says  that  requests  for  routings,  the 
tiks  strip  maps  that  long-distance 
tioners  use  for  navigation,  dropped 
ly  4%  in  the  first  three  months  oj 
compared  with  the  same  period  las 
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Working  high  on  a  derrick  in  the  Gulf  of  Mexico 


From  derrick  to  corporate  offices, 
xander  &  Alexander  studies  rig 
ity  through  a  contractor's  eyes, 
scrutinize  the  workers  and  the 
"king  environment.  Probe  routine 
rations  and  emergency  evacuation 
is.  Learn  the  whys  of  injuries  and 
hows  of  accident  prevention, 
w  down-time  as  dollars. 

It's  not  the  usual  way  to  look  at 
ihore  oil  rigs.  Unless,  of  course, 
i  re  one  of  the  oil  companies  on 
A  s  roster  of  clients. 

fety  programming 

But  this  insider's  vantage  point 
js  A&A  the  best  view  of  the  risks 
olved  in  offshore  drilling.  It's  the 
ne  of  reference  that  enables  our 
;  control  consultants  to  be  sticklers 
safety  for  any  corporation  with 
h  hazards.  Ferreting  out  hot  spots 
n  loss  data  banks.  Casing  the  car- 


rier's services.  It's  how  we  create 
comprehensive  safety  programs  that 
work.  And  stay  on  top  of  them,  alert 
to  changing  conditions,  new  hazards, 
new  operations,  new  technology. 

Every  industry  is  unique.  Each 
has  different  needs.  For  insurance,  for 
risk  management,  for  human  re- 
sources management,  for  financial 
services.  That's  why  A&A  works  from 
a  client's  point  of  view.  Only  by  work- 
ing as  partners,  by  solving  business 
problems  together,  can  we  be  sure  a 
company  gets  the  most  comprehen- 
sive, cost-efficient  programs  possible 

We  think  our  dedication  to  form- 
ing a  close  alliance  with  our  clients  is 
a  big  reason  why  A&A  has  become 
one  of  the  biggest  and  most  trusted 
insur  ance  brokers  worldwide.  Each 


of  our  1 20  offices  here  and  overseas 
has  the  facilities,  expertise  and 
strength  to  meet  the  needs  of  any 
company,  large  or  small,  in  any  in- 
dustry. Because  we  work  the  same 
way  with  every  client.  From  the 
client's  point  of  view. 


Alexander 
gAjexander 

From  the  client's  point  of  view. 


Bell  helping  you  manage  your  business  better  #.3 


HOW  A  PHONE  NUMBER 
CAN  BE  YOUR  "OFFICE"  IN 
ANOTHER  CITY. 


Now  there's  an  ingenious  way  to 
build  your  business  in  a  distant  eity 
without  the  expense  of  an  out-of- 
town  office.  It  s  done  through  an 
amazing  advancement  known  as 
Remote  Call  Forwarding  (RCF). 

It  Works  Like  This 

The  Bell  System  assigns  your 
firm  a  local  number  in  the  city  where 
you  want  to  develop  additional 
business. 

Your  customer  looks  you  up  in 
the  local  phone  book  and  dials  the 
number.  The  call  is  re-directed  via 
Long  Distance  to  your  home  office 
in  another  city.  Or  another  state. 
There's  no  operator  assistance,  so 
there's  no  waiting. 

Now  you  have  a  local  presence  — 
without  spending  a  penny  for  space, 
furnishings,  or  personnel.  And 
you're  in  White  and  Yellow  Pages 
directories— at  no  additional  charge. 

Surprisingly  Low  Cost 

What's  the  cost?  It's  surpris- 
ingly low— less  than  $22  a  month, 
plus  the  low  direct  dial  rate  for  each 
incoming  call. 

There's  also  a  one-time  service 
charge  (for  the  connection  in  the  dis- 
tant city). 

But  there's  no  need  for  addi- 
tional lines  and  equipment. 

Note:  We  11  advise  you  on  the 
availability  of  RCF  in  the  market 
area  you  choose. 

Open  New  Markets 

But  the  real  wonder  of  RCF  is 
what  it  can  do  for  your  business.  For 
instance,  if  you  want  to  test  out  a 
new  market,  you  don't  have  to  open 
an  out-of-town  office.  You  open  an 
"out-of-town  office  number  — with 
RCF. 

Lets  say  you're  an  electrician. 
Potential  customers  receive  your 
"local". advertising  or  look  you  up  in 
the  local  phone  directories.  They 
call.  You  then  make  appointments 
and  bunch  the  appointments  into  as 


few  days  as  possible.  In  this  way,  you 
build  your  market  with  the  least 
expense  and  effort. 

On  the  other  hand,  you  may 
discover  there  s  not  enough  business 
to  warrant  an  office  in  a  particular 
town.  And  you  haven't  lost  a  lot  of 
money  finding  out. 

Amazing  Opportunities 

But  that's  just  the  beginning  of 
your  amazing  opportunities  with 
RCF.  Lets  say  you  deal  with  cus- 
tomers in  a  distant  town.  With  RCF, 
they  don't  have  to  call  collect— so 
they  feel  more  comfortable  about 
calling.  They  feel  you  really  want 
their  business,  and  they  tend  to 
order  more. 

You  can  also  use  RCF  to  im- 
prove customer  service,  gain  cus- 
tomer loyalty,  and  so  build  business. 
For  instance,  if  you're  a  dealer  with 
lots  of  retail  customers  in  one  town, 
they  don  t  have  to  wait  for  a  salesper- 
son to  call.  They  can  order,  get  the 
latest  prices,  the  newest  deal. 

Retail  stores  accept  orders  from 
surrounding  cities.  Stockbrokers  get 
more  calls  from  clients  when  thev 


offer  RCF.  Truckers  have  learned  to 
build  up  business  in  the  city  when 
they  deliver,  and  so  return  with  a 
load.  And  a  whole  range  of  other 
industries  — manufacturing,  business 
services,  real  estate,  construction, 
loan  companies,  personal  services, 
wholesaling,  finance,  and  more- 
have  discovered  its  power. 

Here's  More  Help 
In  addition  to  RCF,  your  Bell 
business  expert  has  all  these  othei 
ways  to  help  you  manage  youi 
business  better: 

#1  800  Service.  Generate  direct 
response  leads, using  the  toll-free 
800  number.  Improve  service,  speec 
orders.  Expand  market  area,  answei 
consumer  questions,  conduct  prod 
uct  research,  improve  companv 
image. 

#2  WATS  Lines  for  Small  anc 
Medium  Businesses.  Learn  the  mosi 
economical  ways  to  buy  WATS— bv 
time,  by  area— and  how  WATS  car 
build  profits,  improve  customer  ser 
vice,  and  reduce  selling  costs. 

#4  Selling  Smaller  Accounts 

Instead  of  visiting  distant  accounts 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventor) 
prompts  them  to  buy. 

#5  Handling  Inquiries.  Turn  mail  o; 
phone  inquiries  into  sales.  Learr 
how  to  capitalize  on  a  prospect : 
interest  immediately  with  quick  anc 
competent  action.  Establish  rappor 
that  cannot  be  achieved  by  respond 
ing'  through  the  mail. 

#6  Opening  New  Accounts,  f 

tested,  practical  way  to  do  it  b> 
phone.  Total  program  covers  every 
thing  from  building  a  list  and  screen 
ing  a  prospect's  interest  to  closinj 
the  sale. 


Bell  System 


CALL  800-821-2121, 

Ext.  952. 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  952. 

ELL  BUSINESS  EXPERT 
,L  TALK  TO  YOU.  You  can 
ct  to  have  a  relaxed,  friendly 

You'll  discover  whether  RCF 
be  a  practical,  profitable  plus 
our  business.  To  help  you,  we'll 

information.  So  we'll  ask  ques- 
,  like  the  ones  listed  below.  No 
rises,  nothing  you  won't  have 
mswer  to.  You'll  find  the  discus- 

thoroughly  enlightening  and 
Kable. 


hat  is  your  product  or  service? 
ow  many  locations  does  your 
isiness  have? 

hat  type  of  advertising/promo- 
>n  do  you  use? 

ow  do  you  handle  inquiries  at 
esent? 

o  you  accept  collect  calls? 


Q.  Are  you  currently  using  services 
other  than  your  local  lines— such 
as  WATS  or  Reverse  Charge? 


Q.  Does  your  business  have  plans  to 
meet  specific  business  objectives, 
such  as  increasing  market  cover- 
age or  increasing  market  share? 

0-  To  how  many  cities  would  you 
like  to  expand  market  coverage? 

Q.  How  do  you  currently  test  or 
expand  market  areas? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  Svstem  Sales  Center 
811  Main  Street,  F.O.  Box  549 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #3  Remote  Call  Forwarding 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #1  800  Service 

□  #2  WATS  Lines  for  Small 

and  Medium  Businesses 

□  #4  Selling  Smaller  Accounts 

□  #5  Handling  Inquiries 

□  #6  Opening  New  Accounts 


Name, 
Title_ 


Company- 
Address  

City  


Area  Code. 


_State_ 


.Business  Phone. 


.Zip.. 


800-821-2121,  Ext.  952 

call  toll  free,  dial  800-821-2121,  Ext.  952,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  952. 


Bell  System 

952-005 


J 


$100,000,000 
Manufacturers  Hanover  Corporation 

10%%  Notes  Due  May  1,  1983 


Price  100% 

plus  accrued  interest  from  May  1,  1980 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Salomon  Brothers 


Blyth  Eastman  Paine  Webber 

Incorporated 

Lazard  Freres  &  Co. 
Warburg  Paribas  Becker 

A.  G.  Becker 

Keefe,  Bruyette  &  Woods,  Inc. 


Dillon,  Read  &  Co.  Inc. 
Shearson  Loeb  Rhoades  Inc. 


E.  F.  Hutton  &  Company  Inc. 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 
M.  A.  Schapiro  &  Co.,  Inc. 


ABD  Securities  Corporation    Arnhold  and  S.  Bleichroeder,  Inc.    Atlantic  Capital    Basle  Securities  Corporation 

Corporation 

Alex.  Brown  &  Sons     Daiwa  Securities  America  Inc.     F.  Eberstadt  &  Co.,  Inc.     A.  G.  Edwards  &  Sons,  Inc. 


EuroPartners  Securities  Corporation 
Ladenburg,  Thalmann  &  Co.  Inc. 
New  Court  Securities  Corporation 
Oppenheimer  &  Co.,  Inc. 


Robert  Fleming 

Incorporated 


Kleinwort,  Benson 

Incorporated 


The  Nikko  Securities  Co. 

International,  Inc. 

Piper,  Jaffray  &  Hopwood 

Incorporated 

Stuart  Brothers  Thomson  McKinnon  Securities  Inc. 


Wood  Gundy  Incorporated 

May  22, 1980 


Hudson  Securities,  Inc. 
Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 

Nomura  Securities  International,  Inc. 

Wm.  E.  Pollock  &  Co.,  Inc. 
Tucker,  Anthony  &  R.  L.  Day,  Inc. 
Yamaichi  International  (America),  Inc. 


Follow^Ihrough 


bat  books,  what  ratings? 

ewing  the  sorry  way  that  big  cities 
their  billion-dollar  books,  Forbes 
ibers  Game,  Mar.  3)  laid  at  least  part 
le  blame  on  the  financial  services 
rate  the  bonds  those  governments 
;o  investors.  These  agencies,  Forbes 
should  insist  on  better  bookkeeping 
'could  get  compliance  simply  by  de- 
ding  it."  Instead,  their  "transparent- 
If-serving"  attitude  seemed  to  be:  "If 
body  could  easily  understand  mu- 
tinies' books — then  who  would 
the  raters?" 

lose  comments  brought  an  immedi- 
nd  outraged  retort  from  Standard  & 
's  Corp.,  a  leading  watchdog  of  mu- 
>al  securities.  "S&P's  is  a  rating 
cy,  not  a  regulatory  agency,"  the  ser- 
protested.  "Public  sector  financial 
rting  is  not  easily  disciplined.  In- 
,  some  of  it  is  embedded  in  the  con- 
tions  of  various  states,  and  if  the 
Congress  can't  bring  sufficient  pow- 
bear  to  improve  things,  it's  naive  to 
(.  that  a  private  corporation  can." 
live  or  not,  last  month  Standard  & 
's,  echoing  Forbes'  criticism  of  local 
rnment  accounting,  blasted  the 
:  of  Massachusetts  as  "among  the 
|St"  in  its  reporting  and  "substan- 
?  in  the  timeliness  of  its  financial 
ments.  More  to  the  point,  S&P's 
ed  up  its  words  by  dropping  the  rat- 
)f  the  Bay  State's  general  obligation 
s  from  double-A  to  double-A  minus, 
id  what  effect  did  that  have?  On  the 
day  that  S&P's  downgrading  of 
iachusetts  paper  was  reported  pub- 


ber  held  14%  of  the  big  film  company. 
Wall  Street  is  now  looking  at  that  asset 
play,  although  the  Chris-Craft  story  is 
virtually  the  same.  Since  Forbes  report- 
ed, Siegel  has  boosted  his  company's  po- 
sition in  Fox  to  20%.  Mario  Gabelh,  a 
Wall  Street  special-situations  man  who 
follows  Chris-Craft,  notes  that  the  com- 
pany's big  attraction  is  now  even  bigger. 
Last  year  a  share  of  Chris-Craft  carried 
with  it  29%  of  a  Fox  share;  today  it 
brings  more  than  45%.  Gabelli  also  says 
that  Siegel  has  decided  to  exercise  the 
option  that  his  20%  Fox  holdings  give 
him  and  consolidate  them  on  the  Chris- 
Craft  books.  And  Fox  has  just  hit  the  box 
office  with  The  Empire  Strikes  Back,  the 
blockbuster  sequel  to  Star  Wars,  the  most 
profitable  movie  ever  made. 


Virgin  territory 

"Why  do  our  books  sell?  Ask  a  sociolo- 
gist," the  president  of  Canada's  Harle- 
quin Enterprises  Ltd.  told  Forbes  two 
years  ago  (Mar  6,  1978).  "All  we  know  is 
that  they  strike  a  universal  chord  in  all 
women."  To  Larry  Heisey,  a  self-styled 
"old  soap  salesman  from  Procter  &  Gam- 
ble," that  chord  makes  balance-sheet 
music.  From  a  flat-footed  start  in  1971, 
Harlequin's  paperback  romances,  pas- 
sionate but  unrelentingly  pure  tales  of 
virgins  who,  in  the  end,  find  happiness 
in  marriage,  became  the  most  profitable 
in  the  industry  with  1977  aftertax  profits 
of  15.5%,  almost  5  times  the  mass-mar- 
ket-paperback world  average. 

Heisey's  formula — 192-page  volumes 


of  prose  that  always  simmers  but  never, 
never  boils — wasn't  going  unnoticed  by 
his  paperback  rivals.  A  year  ago  Dell  gus- 
sied  up  its  Candlelight  line,  gave  it  a 
$500,000  ad  budget  and  set  out  to  woo 
Harlequin's  panting  public.  Apparently  it 
worked.  The  Candlelight  hne  went  from 
five  to  eight  titles  a  month  and  sold  4 
million  books  in  eight  months.  Last  No- 
vember Fawcett,  which  had  been  print- 
ing "historical"  romances  for  five  years, 
added  a  Coventry  imprint  and  stepped  up 
new  titles  from  three  a  month  to  six. 
This  February  the  CBS  subsidiary 
launched  a  $1  million  advertising  blitz 
for  its  relatively  high-priced  entry  in  the 
chastity  sweepstakes — $1.75  a  copy. 

Heisey  himself  brought  another  formi- 
dable competitor  into  his  chosen  field  in 
January  when  he  canceled  a  distribution 
contract  with  Simon  &  Schuster.  "We 
felt,"  he  says,  "that  with  our  own  single- 
minded  sales  force  we  could  do  a  better 
job."  Simon  &  Schuster  promptly  retali- 
ated with  Silhouette  romances.  The  new 
line  made  its  debut  in  May  in  supermar- 
kets, drugstores  and  bookstores,  backed 
by  a  $5  million  budget  as  a  dowry,  $3 
million  of  it  for  ads,  principally  TV  spots 
featuring  actor  Ricardo  Montalban.  The 
new  rival  plans  to  issue  15  million  Sil- 
houette books  the  first  year  and  claims 
the  initial  reception  has  been 
heartwarming,  with  some  stores  selling 
an  entire  200-book  order  in  a  day  or  two. 

Meanwhile  Harlequin's  fans  seem  as 
loyal  as  ever.  The  company  (62% -owned 
by  the  Toronto  Star)  sold  168  million 
books  in  ten  languages  worldwide  last 
year,  and  claims  to  have  well  over  10%  of 
the  U.S.  paperback  market.  Its  profit 
margin,  though  down  to  1 1.5%  from  that 
heady  high  of  1977,  is  actually  further 
above  the  industry  average  than  it  was 
two  years  ago.  Sales  have  increased  an 
average  52%  during  the  last  two  years, 
earnings  an  average  30%  annually  during 
the  same  time. 

So  is  Heisey  bothered?  "The  competi- 
tion could  have  some  impact,"  he  says, 
"but  not  a  disruptive  one."  He  is,  howev- 
er, protecting  his  market  as  fiercely  as 
any  Harlequin  heroine  would  her  honor. 
In  January  the  company  settled  out  of 
court  a  suit  against  MacFadden  Romance 
Books,  forcing  a  recall  of  1 1  titles  Harle- 
quin claimed  had  been  plagiarized  from 
its  line.  Heisey  is  also  on  the  legal  war- 
path against  Simon  &  Schuster  with  a 
suit  in  New  York's  U.S.  District  Court 
charging  that  his  newest  rival  has  delib- 
erately copied  Harlequin's  book  size, 
cover  format,  192-page  length  and,  most 
heinous  of  all,  has  told  its  sales  force  to 
put  Silhouette  books  on  Harlequin's  spe- 
cial "Booktique"  racks.  Simon  &  Schus- 
ter says  the  charges  have  "no  merit." 

Heisey's  confidence  about  the  future 
remains  unshaken.  "Let  time  and  due 
process  have  their  way,"  he  says. 


,  the  commonwealth  floated  a  $76 
on  general  obligation  issue.  The  un- 
riters,  who  of  course  were  aware  of 
's  downgrading,  did  have  some  trepi- 
in  about  what  effect  it  might  have. 
l  the  bond  market  making  a  eu- 
ic  recovery  from  its  earlier  chaos, 
sver,  the  new  issue  sold  out  immedi- 
,  leaving  still  unanswered  Forbes' 
tions  about  municipal  accounting 
:he  rating  services'  seeming  indiffer- 
to  them. 


Buy  l.get  1V2 

s-Craft  Industries,  Forbes  com- 
ted  last  year,  was  "not  much  of  a 
Dany  but  a  helluva  stock"  (The  Street- 
w,  Sept.  17,  1979)-  Revenues  were  a 
est  $105  million  and  the  auditors 
qualified  its  financial  statements, 
:he  stock  had  tripled  in  12  months 
vas  selling  at  close  to  10  times  earn- 
in  an  8-times  market.  The  big  rea- 
»vas  that  Chairman  Herbert  Siegel, 
drives  Chris-Craft  like  an  invest- 
:  company,  had  been  busily  buying 
20th  Century-Fox,  and  last  Septem- 


A  Harlequin  "Booktique" 

New  rivals  in  the  romance  business. 
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Flashbacks 


Items  of  interest  from  issues  of  Forbes  of 
60,  50  and  25  years  ago. 

Sixty  years  ago  in  Forbes 


Curtis  advertising  head  William  Boyd 

In  1912  the  leading  57  periodicals  in  the 

U.S.  carried  advertising  amounting  to 
somewhat  more  than  $29  million.  The 
three  Curtis  publications,  The  Saturday 
Evening  Post,  the  Ixidies  Home  Journal  and 
the  Country  Gentleman ,  now  (1920)  have 
an  annual  income  of  $50  million  a  year 
from  advertising. 

The  question  today  is  not  "Has  a  reces- 
sion in  business  set  in?"  but  "How  far  is 
the  recession  likely  to  go?"  It  is  signifi- 
cant that  the  securities  markets  have 
already  undergone  a  rather  thorough  pro- 
cess of  readjustment.  Not  a  few  stocks 
which  were  overboomed  have  fallen 
back  $50  to  $100  a  share — American 
Woolen  has  dropped  $70,  Crucible  Steel 
$90,  International  Mercantile  Marine 
$40,  General  Motors  $180  (for  the  old 
stock).  Less  speculative  issues  as  well  as 
bonds  have  also  declined  to  levels  where 
they  show  very  generous  returns  on  their 
market  price.  Wall  Street,  therefore,  may 
be  said  to  have  discounted  the  coming  of 
less  riotously  active  times. 

A  fine  of  $1,000  has  been  imposed  upon  a 
profiteer  for  making  an  unlawful  profit  of 
$2,000  on  potatoes.  Other  convicted 
profiteers  have  been  let  off  with  fines.  If 
profiteers  know  that  they  run  only  the 
danger  of  being  fined  half  the  money 
they  illegally  make  through  their  profi- 
teering, why  should  they  desist?  Doesn't 
it  pay  to  hand  over  $1,000  if  the  profit  is 
$2,000?  To  obtain  convictions  for  profi- 
teering has  been  so  difficult  that,  where 
guilt  is  clearly  established,  the  courts 
should  [jail |  the  guilty  scoundrels.  .  .  . 


The  success  of  cafeterias  led  to  grocerter- 
ias,  haberdasherias  and  several  other  re- 
tail merchandising  "erias,"  where  the 
patron  waits  on  himself,  and.  now  has 
come  the  barberia.  It  furnishes  all  the 
conveniences  of  a  barber's  shop,  only  the 
patron  does  his  own  shaving.  The  bar- 
beria is  only  a  few  months  old,  but  al- 
ready it  has  proved  a  wonderful  success, 
especially  where  rooming  houses  abound 
and  the  residents  are  not  wealthy. 

There  has  been  so  much  loud  bragging 

and  browbeating  by  radical  union  leaders 
that  a  great  many  wage  earners  had  come 
to  think  that  they  could  do  as  they 
wished  and  enforce  any  demands  they 
cared  to  make.  Well,  it  is  now  beginning 
to  be  realized  that  there  is  a  limit  to  what 
can  be  exacted  from  employers  and  that 
it  is  not  the  way  of  the  world  for  anyone 
to  ...  go  on  reaping  more  than  he  sows. 

The  announcement  by  [Treasury]  Secre- 
tary Houston  that  "the  completed  fiscal 
year's  operations  should  show  little,  if 
any,  deficit,  the  government  having 
about  balanced  its  budget,  current  re- 
ceipts against  current  disbursements,  for 
the  first  full  fiscal  year  after  the  fighting 
stopped,"  may  be  construed  very  favor- 
ably because  the  government  has  long 
been  the  heaviest  [bank]  borrower.  .  .  . 


Fifty  years  ago 


This  is  an  adaptable  world.  America  will 
adapt  herself  to  her  new  [Smoot-Hawley] 
tariff,  bad  though  it  may  be.  So  will  the 
rest  of  the  world.  At  the  moment  it  is  a 
nine  days'  wonder.  But  soon  something 
else  will  dominate  the  front  pages.  The 
ire  of  foreign  countries  will  cool  off.  .  .  . 
It  was  one  thing  to  hurl  warnings  of  the 
dire  action  which  would  be  taken  should 
Washington  pass  the  tariff;  it  is  an  en- 
tirely different  thing  to  find  feasible 
ways  and  means  to  hit  back  now  that  the 
unwelcome  measure  has  been  placed  on 
our  statute  books. 

Under  the  Hoover  regime  Wall  Street  has 
suffered  the  sharpest  stock  panic  in  the 
nation's  history.  Unemployment  has  at- 
tained proportions  perhaps  never  before 
exceeded.  The  general  price  level  has  de- 
clined severely.  Corporations'  profits  are 
on  the  wane  and  an  embarrassing  num- 
ber of  dividends  have  been  reduced  or 
stopped.  Commercial  failures  have  been 
unusually  numerous.  Banks  have  gone  to 
the  wall  in  various  sections.  Real  estate 
values  have  tumbled.  A  tariff  law  vehe- 
mently opposed  even  by  many  industrial 
leaders  has  been  accepted  by  him,  a  law 
which  incited  protests  from  some  33  na- 
tions that  vow  they  will  boycott  Ameri- 
can  products   and   raise   tax  barriers 


against  American  goods.  The  spi 
enterprise  has  been  so  crushed  that 
ey  is  unlendable  day  to  day  in  Wall ! 

even  at  2'/2%. 

At  the  last  municipal  election  in 

York  City  the  Democratic  (Tamr 
ticket  was  reelected  to  office  by  an  al 
unprecedented  plurality.  The  vot^ 
generally  interpreted  as  a  "vote  of  < 
dence."  In  view  of  what  has  hap] 
since  the  election,  it  is  evident  that : 
of  the  grateful  politicians  regarded  i 
vote  of  "confidence.  Millions  of  di 
have  been  mulcted  from  a  patien 
apathetic  public.  Several  judges  and 
istrates  have  resigned  as  a  result  of  re 
tions  of  wholesale  graft  and  corrupt 
Borough  President  is  in  jail,  and  a  Li 
Commissioner  has  been  sentence 
prison  for  refusing  to  name  "higher 
with  whom  he  shared.  .  .  . 

Rates  on  the  transcontinental  rail- 
route  of  T.A.T.-Maddux  Air  Line 
increased  to  7  cents  a  mile,  effective 
15.  The  old  rates  of  SVi  and  6  ce 
mile,  depending  upon  whether  a  pa 
was  booked  over  a  portion  of  the  roi 
over  the  entire  system,  were  w 
rates,  necessary  because  of  the  slun 
traffic  during  the  poor  flying  season 
cials  stated.  Also  low  rates  were  eff 
to  stimulate  air  passenger  travel. 

Twenty  five  years  ago 

The  confidence  shown  by  the  cons 

in  his  willingness  to  spend,  and  the] 
fidence  shown  by  the  businessman 
programming  of  record  capital  imp] 
ments  are  basic  influences  upon  thl 
sic  level  of  stock  prices.  How  highl 
how  far  such  prices  can  go  are  pereil 
questions  during  this  prolonged  bull  [ 
ket.  On  a  statistical  basis,  earning! 
the  stocks  included  in  the  Dow  ll 
industrial  average  were  about  $32  ill 
first  quarter.  At  this  rate,  the  D)  indil 
als  were  recently  selling  at  a  little  ovf 
times  earnings.  At  the  1946  peak,  [ 
ratio  was  more  than  20  times  earnirl 

Swimming  pools  have  become  a 
geoning  U.S.  industry  with  sales  esti 
ed  at  $160  million  this  year,  up 
from  1954.  While  commercial,  muni 
and  club  pools  account  for  a  large  slii 
the  business,  almost  half  of  the  3^ 
pools    in   the    country   are  priv; 
owned.  .  .  .  Sizable  home  pools  are 
being  built  for  around  $3,000,  comj 
with  recirculation  equipment. 

Its  beer  sales  lagging,  Anheuser-B 
President  August  A.  Busch  has  pel 
ally  assumed  the  brewery's  top  s 
post,  plans  a  grueling  series  of  visr 
meet  900  Budweiser,  Michelob 
Busch  Lager  distributors  this  sumn 
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THE  SAVIN  870 


IF  XEROX  HAD 
A  COPIER  LIKE  THIS 
WE'D  BE  A 
LITTLE  WORRIED. 


Copier  technology  this  advanced 

is  consistently  made  Savin  the 

le  to  catch  up  with. 

And  that's  not  a  trend  we're  ready 

reverse. 

The  Savin  870.  A  virtually  all 
ectronic  Savin.  With  an  electronic 
gital  control  panel,  and  a  Copy 
emory,  both  controlled  by  Savin's 
'st  built-in  microprocessor. 
Electronic  self-diagnostic  display 


for  improved  serviceability. 

Electronic  selection  of  letter, 
legal,  even  computer  readout  size 
paper.  From  two  newly  designed 
300-sheet  trays. 

Electronic  brain  to  make  supe- 
rior copies  from  inferior  originals. 

Copying  speed:  30  a  minute. 


First  copy  time:  an  amazing 
4.3  seconds. 

What's  not  electronic  is  still 
ahead  of  its  time.  All  virtual  Savin 
trademarks.  Short  paper  path  and 
liquid  toner  technology,  for  incredi- 
ble reliability.  Automatic  shut-off  to 
save  energy. 

If  you'd  like  a  copier  like  this, 
call  914-769-8805,  Monday  through 
Friday  9:00  am  to  5:00  pm. 


sai/m 

The  revolutionary  copiers  that  are  winning  over  big  business. 

avin  and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation.  »Xerox  is  a  registered  trademark  of  Xerox  Corporation  ©  1980  Savin  Corporation,  Valhalla,  N  Y.  10595. 


Readers  Say 


Hollywood,  meet  Riyadh 

Sir:  Gert  von  der  Linde,  chief  economist 
of  Donaldson,  Lufkin  &  Jenrettc,  recent- 
ly pointed  out  that  Star  Wars  was  not  the 
biggest  money-making  movie. 

Star  Wars  took  in  $400  million.  Death  of 
a  Princess  caused  the  Saudis  to  raise  the 
price  of  oil  by  $2  per  barrel,  retroactive  to 
Apr.  1.  That's  $133  million  per  week 
More  than  six  weeks  =  $800  million. 
— Ray  Yavneh 
New  York,  N  Y 


Unforgivable 

Sir:  Whatever  anyone  may  think  about 
President  Carter,  the  one  thing  that  is 
unforgivable  is  that  he  and  Secretary 
Brown  allowed  this  country's  defenses  to 
deteriorate  so  dangerously.  You  said  it  ail 
in  your  editorials,  but  it  should  be  said 
again  and  again,  until  the  public  fully 
realizes  the  magnitude  and  seriousness 
of  the  blunder  and  how  ineffectively  it  is 
being  corrected. 
— Irvine  H  Page 
Hyannis  Port,  Mass. 


Defense  myopia 

Sir:  Re  your  interview  with  Edward 
Luttwak  ("A  critical  view  of  the  U.S. 
military  establishment,"  May  26).  Only 
the  cold  harsh  light  of  such  analytical 
reporting  can  cure  the  myopia  which  af- 
flicts our  leadership  from  the  President 
to  the  Pentagon. 
—Robert  W.  Kostelka 
Monroe,  Ui 

Sir:  My  only  regret  is  that  Luttwak 
teaches  at  Georgetown  and  not  West 
Point. 

— Donald  M.  Sabia 
Haddonfield,  N.J. 


Will  achieve  goals 

Sir:  Re  "If  Ashland  Oil  is  Even  Halfway 
Right"  (Fact  and  Comment,  May  26).  We 
expect  to  live  up  to  our  forecasts  and 
your  expectations. 
— Orin  E.  Atkins 
Chairman  and  CEO, 
Ashland  Oil 
Ashland,  AY 


Solar  shining 

Sir:  Your  article  "New  rain  on  coal's 
parade"  (Apr  14)  tossed  off  a  line  about 
"the  constant  receding  of  the  will-o'-the- 


wisp  of  solar  power."  The  solar  industry 
seems  to  be  finding  its  stride.  Architects 
and  builders  are  turning  toward  the  sun 
in  unprecedented  numbers,  and  they  are 
finding  a  ready  and  enthusiastic  market 
for  their  solar  products.  There  may  be 
new  rain  on  coal's  parade,  but  the  sun  is 
smiling  benevolently  on  its  own. 
— Denis  Hayes 
Director. 

Solar  Energy  Research  Institute 
Co/den,  Colo 


Not  so  different? 

Sir:  Re  Andrew  Tobias'  indictment  of 
Bear,  Stearns  and  the  secondary  offering 
techniques  (Apr  28)  This  technique  for 
institutions  to  sell  large  positions  of  illiq- 
uid listed  and  o-t-c  stocks  is  employed  by 
some  of  the  highest-quality  trust  banks, 
insurance  companies,  mutual  funds  and 
money  managers  in  the  U.S.  The  obser- 
vation that  the  public  is  induced  to  buy 
these  offerings  by  brokers  who  are  work- 
ing for  high  levels  of  compensation  is  no 
different  from  the  capital-raising  func- 
tion in  public  offerings.  The  aftermarket 
performance  would  not  be  materially  dif- 
ferent from  many  other  public  offerings 
done  by  other  managing  underwriters. 
— James  M.  Stewart 
.  \  fat  lagit  ig  Director, 
Morgan  Stanley  &  Co. 
New  Yorb,  N  Y 


Real  charge 

Sir:  Re  the  matter  of  "house  calls"  for 
Dr.  Opas  [utabba  in  Sigourney,  Iowa  to 
your  home  in  New  Jersey  (Readers  Say, 
May  26).  The  round-trip  charge  is 
$981.00,  as  the  doctor  also  has  to  return 
home.  I  am  happy  that  you  are  not  the 
IRS  man  examining  his  return. 
—John  W.  Sivertsen 
Austin,  Tex 


Not  stereotypes 

Sir:  To  find  an  editorial  in  an  important 
magazine  like  yours  written  from  a  mo- 
torcyclist's point  of  view  ("In  the  Name 
of  Goodness,  an  Insidious  Resolution," 
Fact  coid  Comment,  May  26)  was  unbeliev- 
ably heartwarming.  Legislators  should 
realize  that  all  who  ride  motorcycles  are 
not  jobless,  criminal  types. 
— Arthur  D.  Owens 
Houston,  Tex. 

Sir:  After  a  long  day  fighting  in  the 
trenches  for  my  company,  my  product, 
myself  (yes,  I'm  a  salesman),  there's 


nothing  better  than  climbing  on  my' 
torcycle  for  a  run  through  the  cou 
The  sense  of  freedom  is  incomparj 
To  accede  to  congressmen  whe  dej 
stereotype  is  ridiculous. 
— Jesse  C.  O  'Neal 
u  inston-Salem,  A  C 


State,  not  city 

Sir:  Your  May  26  article  "Man  1 
bond"  made  reference  to  the  "Minne, 
lis  Zoo"  and  a  "Minneapolis  Zoo  bo 
in  discussing  the  Minnesota  legislati 
denial  of  funds  to  pay  debt  service  or 
monorail  bonds. 

The  zoo  is  not  a  City  of  Minneaj 
enterprise  but  a  Minnesota  State  ] 
based  in  Apple  Valley,  Minn.;  it  is 
emed  by  the  Minnesota  Zoological  Bl 
rather  than  a  Minneapolis  Zoo  boaro 
— Mary  DesRoches 
Minneapolis  Comptroller-Treasurer, 
Minneapolis.  Minn . 


Pillow  puffers 

Sir:  Re  your  comment  about  stew 
esses,  "Remember  When  Stewards 
Were  (and  Had)  Figures"  (Fact  and  (\ 
meut.  May  26).  You  better  come  d|| 
to  Dallas  and  get  on  Southwest 
lines.  If  they  won't  puff  your  pillow 
one  will. 
— Tim  Cull  er 
Da  1 1  us.  lex 


We  pay  a  dividend 

Sir:  In  the  May  12  Annual  Direq 
issue,  General  Instrument  is  listec 
having  no  dividend.  Since  August  1 
General  Instrument  has  paid  a  cash  c 
dend  on  common  stock.  Currently 
annual  dividend  is  80  cents  per  share 
— Frank  G.  Hickey 
Chairman  and  Chief  Executive, 
General  Instrument  C<»p 
New  York,  N  Y. 


Stocks  and  wives 

Sir:  Re  "Today's  Sad  Tale  of  What's  H 
pened  to  Bonds"  (Fact  and  Comment. 
26).  Your  dad  in  1929  Cities  Seri 
bonds.  My  dad  in  1903  railroad  bonds 
I  have  said  many  times  in  the  past:  I 
not  know  of  anything  man  does  with 
investigation  than  buying  stocks 
bonds,  unless  it  be  picking  a  wife." 
— Neal  Grootegood 
Mineola,  N  Y. 
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CENTURY-FOX  RELEASED  STAR 
N  GOT  RAVE  REVIEWS. 


The  excitement  surrounding  Star  Wars 
wasn't  simply  that  it  was  the  biggest  box  office 
hit  in  history.  The  movie  was  also  a  smash 
with  investors.  And  that  created  a  unique 
challenge  for  First  of  Boston's  Stock 
Transfer  Department. 

Twentieth  Century-Fox  was  already 
among  our  most  active  clients.  But  now 
the  trading  activity  was  unprecedented  - 
up  almost  1000%  overnight.  That  would 
have  strained  a  transfer  agent  not  prepared 
for  it. 

But  we  were  prepared.  As  one  of  the 
largest  stock  transfer  agents  in  the  nation, 
our  system  responded  to  the  tremendous 
load  without  a  hitch.  And  we  were  also 
able  to  design  and  issue  two  special  divi- 
dend payments  on  short  notice. 

There  are  times  when  great  success 
can  present  surprising  problems.  Not  for 
us.  We  helped  Twentieth  Century-Fox  really 
shine.  That's  what  we  did  for  them.  Now, 
what  can  we  do  for  you?  To  find  out,  call 
Dan  Fahey,  Vice  President,  at  (617)  929-6573. 

(Outside  area  code  617,  call  1-800-225-9934,  toll  free.) 


FIRST  of 
BOSTON 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 

E  DONE  IT.  WE  CAN  DO  IT  FOR  YOU. 


o 


F-14s  are  on  duty  with 
fleet  in  the  Indian  Ocean  an 
other  critical  areas.  That's  g 
to  know,  because  the  F-14  i: 
the  only  fighter  in  the  world 
equipped  with  Phoenix  miss 
to  knock  out  any  six  threats 
simultaneously. 

It's  the  only  plane  in  th 
world  that  can  defeat  fightei 
bombers  and  even  cruise  m 
siles  from  launch  ranges  as 
away  as  110  miles.  At  altituc 


Bv  the  1990s  our  smaller.        at  Gri 


treetop 
to  over 
0  feet.  • 

There  are  newer 
:rs  around  but  none 
igh  as  the  F-14.  That's 
jrumman  will  be  building 
ilane  for  years  to  come. 

ER  AIRCRAFT  THAT  WILL 
OFF  AND  LAND  VERTICALLY- 

Grumman  has  flown  scale 
:1s  of  a  uniquely  simple  ver- 
:ake-off  and  landing  aircraft, 
-scale  model,  utilizing  off- 
helf  engines,  is  being  tested 
favy/NASA  wind  tunnel. 


By  the  1990s  our  smaller, 
lighter  VSTOLs  could  serve  as 
the  eyes  and  ears  of  the  fleet, 
•  operating  off  the  decks  of 
surface  combatants  and  other 
ships  too  small  for  conventional 
aircraft. 


A  FORWARD-SWEPT-WING  FIGHTER 

THAT  WILL  OUTPERFORM 

ALL  THE  REST.  

Imagine  an  aircraft  with 
wings  swept  forward  instead  of 
back.  That  cruises  at  twice  the 
speed  of  sound  without  fuel- 
hungry  afterburners.  A  plane 
that  is  more  efficient  than  any- 
thing in  the  air  today. 

By  the  late  1990s,  fighters 
like  these  may  be  a  reality. 


'11  use  a  forward- 
swept-wing  design 

the  one  being  tested  "~ 
at  Grumman  today.  A 

If  you'd  like  m\ 
to  know  more 
about  the  fighter 
that  gives  America  air 
superiority  all  over  the 
world,  and  our  other  military 
aircraft  of  the  1990s  and  beyond, 
write  Grumman  Corporation, 
Dept.  GCP,  Bethpage, 
New  York  11714. 


50  years 


INTRODUCING: 

ROVER 

MORE  THAN  JUST  A  BEAUTIFUL  CAR. 


p,t 

I 
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". .  .for  the  enthusiast  driver  whose 
needs  dictate  a  4-door  family  sedan, 
but  whose  heart  is  steeped  in  the  joy  of  exciting 
performance  and  crisp  handling,  the  Rover  3500 
is  like  a  dream  come  true." 


ht'< 


ROAD  &  TRACK.  APRIL  1980 


From  the  first  one-cylinder 
Rover  of  1904,  to  the  world's 
first  gas-turbine  car,  to  the  leg 
endary  Land  Rover,  Rovers 
have  been  strong,  distinctive 
and  innovative  machines. 

The  beautiful  new  Rover 
3500  is  no  exception:  it  is  much 
more  than  just  a  beautiful  car. 

It  is,  above  all,  a  superb  road 
car.  The  Rover's  reflexes  are 
quick.  It  has  rack  and  pinion 
steering,  a  five-speed  manual 
(or  optional  automatic)  trans 
mission  linked  to  an  aluminum 
fuel-injected  3.5  liter  V8  and  decisive 
disc/drum  brakes.  The  Rover  handles 
with  the  agility  of  a  sports  car.  Yet  han- 
dling and  response  are  only  two  of 


PRACTICAL  AS  A  WAGON. 


the  many  highly  desirable  Rover  virtues 
Underneath  its  sleek  aerodynamic 
shell,  the  Rover  is  a  roomy, 
very  comfortable  four-door 
sedan  designed  with 
a  rich  assortment  of 
thoughtful  features. 
There  are:  air  condi- 
tioning, stereo  AM/ 
FM  radio  with  sta- 
tion-seeking tuner 
and  cassette,  cruise 
control,  power  win- 


dows and  door-locks— all  as  standa 
equipment. 

When  you  fold  down  the  rear  sea 
and  lift  up  the  big,  wide  Rover  hate 
back,  suddenly  this  remarkable  c 
turns  into  a  wagon.  You  get  a  lor 
wide,  flat  expanse  of  carpeted  loc 
space  that  measures  a  surprising  74 
inches  long  by  46.6  inches  wide. 

Maybe  it's  time  you  discovered  ho 
beautiful  a  beautiful  car  can  b 
Maybe  it's  time  you  drove  the  remai 
able  Rover  3500.  For  the  name  of  tt 
dealer  nearest  you,  call  these  nui 
bers  toll-free:  (800)  447-4700,  or, 
Illinois,  (800)  322-4400. 
E3  Jaguar  Rover  Triumph  Inc.  Leonia,  N.J.  0761 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


HAS  ANYBODY  SEEN 

Carter's  Energy  Mobilization  Board? 


JUST  BECAUSE  OUR  FUEL 

ill,  the  usual  coterie  of  voiceful  dumbbells  are  again  in  full 
gin  nuclear  power  plants;  agin  a  gung-ho  synthetics  fuel 
am,  agin,  agin,  agin. 

e  way  they  throw  up  problems  about  the  cost  of  alternate 
ry  sources  and  about  exasperatingly  exaggerated  possible 
onmental  harm  is  enough  to  make  sane  people  throw  up. 
in't  they  understand  how  internal  politics  could  overnight 
n  half,  for  instance,  Saudi  oil  output?  Don't  they  under- 
l  that  this  alone  could  bring  the  whole  of  the  U.S.,  West- 
urope  and  Japan  to  precipitous  economic  halt  in  a  matter 
:eks? 

lat's  with  these  people  who  don't  comprehend  that  the 


TANKS  AT  THE  MOMENT 

Free  World's  survival  depends  on  the  swiftness  with  which  we 
develop  substitutes  as  well  as  supplements  for  OPEC  oil?  .  .  . 
that  with  every  percentage  point  of  additional  new  energy  (and 
with  every  appreciable  addition  to  our  military  hardware)  we 
minimize  the  chances  for  Kremlin  miscalculation?  .  .  .  that  the 
sooner  we're  independent  the  sooner  we'll  be  able  to  tell  the 
Khomeinis  and  Qaddafis  and  Castros  to  take  a  flying  leap? 

Incidentally,  'tis  heartening  to  know  that  the  Swedes,  by  a 
convincing  majority,  have  voted  to  proceed  with  the  doubling 
of  their  nuclear  energy  plants.  This  vote  has  bucked  up  the 
realists  in  other  Western  countries  over  the  misplaced  passion 
of  the  Greenies. 


CONGRESS  MAY  ENABLE  THE  CIA 


again  to  perform  its  mission.  A  Senate  committee  has 
1  to  cut  from  eight  to  two  the  congressional  committees 
led  to  receive  "top  secret"  reports  on  the  intelligence 
:y's  activities. 

lator  John  Chafee  (R-R.I.)  proposed  making  it  a  crime 
isclose  the  identity  of  our  intelligence  agents  and 


sources,  but  the  motion  was  defeated  in  committee.  It's 
hard  to  believe,  isn't  it,  that  such  action  doesn't  presently 
constitute  a  crime — though  it  has  already  cost  the  lives  of 
those  abroad  helping  to  keep  this  country's  President  and 
Defense  Department  posted  on  the  activities  of  our  en- 
emies overseas. 


WHILE  WE  DEBATE  ABOUT  UNSHACKLING  THE  CIA 


oviet  Union's  unfettered  KGB  unceasingly  develops  and 
>its  crises  throughout  the  Free  World  and  the  Third  World, 
is  Administration  can't  get  this  Congress  to  take  the 
cuffs  and  the  blindfolds  off  our  limping  and  now  limp 


intelligence  operation,  a  new  one  and  the  new  Congress  will 
rightly  give  it  a  high  priority. 

It's  bad  enough  to  be  weak  without  adding  self-inflicted 
blindness  to  our  international  problems. 


TWO  PIECES  OF  GOOD  ARMAMENT  NEWS 

at  $34  billion  piece  of  3,000-mile,  MX  missile  racetrack  bilities  that  they're  estimating  any  sort  of  defense  against  it 

ense  may  get  the  ax.  And  the  $5  billion  cruise-missile  could  cost  them  at  least  $100  billion  worth  of  rubles, 

'act  has  been  let  to  knowhow  Boeing.  It's  nice  to  have  the  monetary  military  shoe  pinch  the  other 

e  Russians  are  so  upset  about  the  cruise  missile's  possi-  guy's  foot  for  a  change. 

ONE  WONDERS  HOW  GENERAL  DYNAMICS  IS  FEELING 

■  days.  One  week  they  lose  out  to  Boeing  in  the  competi-    weeks  later  their  F-16  loses  out  on  the  $2.4  billion  Canadian 
:or  the  $5  billion  cruise-missile  contract  when  their  proto-    order  for  fighters  to  McDonnell  Douglas'  F-18. 
doesn't  measure  up  in  performance  to  Boeing's;  and  two       Generally,  not  too  dynamic. 
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WHY  PANHANDLE  EASTERN  OR  ANYONE  ELSE 


would  be  surprised  if  Algeria,  with  arbitrary  suddenness 
(see  p.  62),  skyrockets  the  price  of  its  natural  gas,  flabber- 
gasts me. 

When  Panhandle  Eastern  Pipe  Line  and  other  American 
companies  were  making  the  necessary  huge  commitments  to 
liquefy  and  ship  natural  gas  as  a  substitute  for,  supplement  to, 
our  OPEC  oil  imports,  anyone  and  everyone  observed  that 


every  oil  exporter  (including  Canada  and  Mexico)  could  am 
doubt  would  do  unto  the  price  of  its  natural  gas  what  had  b 
done  to  the  price  of  oil. 

Substituting  (or  adding)  one  energy  hostage  for  anothej 
the  likes  of  Algeria  &  Company  doesn't  move  us  one 
further  toward  vital  U.S.  energy  independence.  Rather, 
reverse. 


ONE  STARK  THOUGHT  AND  ONE  HEARTENING  ONE 


At  lunch  here  the  other  day  with  the  clearheaded,  toughly 
able  head  of  a  huge  energy-related  international  construction 
firm,  he  made  these  observations: 

"Russia  soon  will  go  from  being  an  exporter  of  a  million 
barrels  of  oil  daily  to  an  importer  of  the  same  amount.  There's 
no  way  they  can  get  sufficient  hard  currency  to  pay  the  bill, 
and  without  our  technological  aid  it'll  be  a  decade  before  they 
can  bring  on  stream  the  known  Siberian  pools. 

"When  their  oil  crunch  comes,  which  will  be  soon,  do  you 
think  the  Russians  will  have  any  scruples  about  taking  over 
control  directly  or  indirectly  of  one  or  more  of  the  neighboring 


Middle  East  countries  that  have  such  huge  developed  oilfi 
ready  at  hand?" 

His  second  observation  concerned  the  prevailing  but 
warranted  apprehension  in  this  country  over  the  problen 
atomic  waste  disposal — -"Maybe  the  atomic  regulatory  age 
and  the  Congress  should  visit  the  Valley  of  the  Tombs  of 
Kings  in  Egypt  where  they  can  view  these  deep  royal  toi 
that  have  been  geologically  undisturbed  for  4,000  years, 
have  the  same  strata  in  many  parts  of  the  U.S.  where  ato 
wastes  can  be  buried  with  equal  safety  for  countless  tlj 
sands  of  years." 


IF  THE  NATIONAL  PARK, 
FOREST  AND  WILDERNESS  BANners 

had  their  way,  this  Korean  vehicle  would  be  about 
the  only  transportation  permitted.  If  you  were  rid- 
ing inside,  I  guess  it  wouldn't  be  too  bad  at  that. 


cur. 
- 


BOOKS 
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WE 
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The  Great  Free   Enterprise  Gambit — by 

lames  Baar  (Houghton  Mifflin  Co.,  $8.95).  As 
befits  a  corporate  (International  Coagulants) 
satire,  every  hatcheted  and  hatcheting  board- 
room conniver  dresses  in,  lives  surrounded  by 
and  uses  only  the  choicest  brand-name  stuff. 
For  author  James  Baar,  advertising  agency 
biggie,  one  can  only  hope  his  clients  don't 
identify  as  role  models  in  this  souped-up  savaging. 

Excerpt:  When  Ward  stepped  out  of  the  elevator  at  his  floor 
Jocko  Burr  was  waiting  for  him.  Jocko  sat  half  buried  in  one  of 
the  large  upholstered  chairs.  He  was  turning  the  pages  of  a 
four-year-old  copy  of  Fortune.  His  face  appeared  more  pallid 
than  an  hour  earlier  "These  are  pretty  old  magazines.  "  he 
said.  "You  must  read  slowly." 

"Most  of  my  visitors  live  in  the  past,"  Ward  said.  "They 
find  the  magazine  a  comfort.  Come  in." 


Bruce  Catton's  America — edited  by  Oli- 
ver Jensen  (American  Heritage  Publishing 
Co.,  $17.50).  For  those  who've  not  read 
the  unequaled  Bruce  Catton  Civil  War 
books,  this  volume  of  selections  by  an- 
other superb  historian  and  editor,  Oliver 
Jensen,  is  a  moving  treasure. 

Excerpt:  Desertion  was  no  longer  being  treated  as  a  mi 
fault.  .  .  .  First  came  a  band  playing  the  "Funeral  Marc 
After,  four  soldiers  carrying  a  black  coffin,  followed  b 
deserter,  another  coffin,  followed  by  another  prisoner—: 
deserters  in  all,  each  preceded  by  his  coffin.  A  coffin  was  pu\ 
the  ground  before  each  grave,  and  each  prisoner  sat  on  the 
of  his  coffin.  A  firing  squad  of  12  men  took  post  facing  e 
prisoner.  The  great  silence  was  broken  by  [an  officer's]  t 
cry:  "Ready — aim — fire!"  And  the  thing  was  done,  five  ble 
ing  bodies  lay  across  the  coffins,  and  the  band  piped  u 
quickstep  while  the  soldiers  marched  off  the  field. 
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Ou,i^JReilly,InaSS»sr5pc: 

Where  More  Than  75,000  Investors  Have  Come  To  Save  Money 

Now  Open  in 
STAMFORD,  CONN. 

Ridgeway  Shopping  Center  •  26  Sixth  St.,  Stamford,  Conn  06905 
203-356-9977  *  Inside  Conn.  800  942  7527 

To  receive  everything  you  need  to  open  an  account,  along  with  our 
commission  savings  schedule,  please  call  us  or  visit  our  office. 
For  the  telephone  number  and  the  address  of  other 
Quick  &  Reilly  offices  call  800  22 1  5220 


NEW  YORK  •  ALBANY  •  ROCHESTER  *  BOSTON  .  PROVIDENCE  •  HARTFORD  •  STAMFuRf 
PHILADELPHIA  •  PITTSBURGH  .  BALTIMORE  •  WASHINGTON  .  McLEAN,  VA  .  NORFOLK 
ATLANTA  .  ST  PETERSBURG  •  ORLANDO  ■  FORT  L 


UDERDALE  •  PALM  BEACH  •  t, 


How  Much  Are  You  REALLY  Saving 
On  Commissions?  Compare! 

Trade  with  this  Strongly  Capitalized  10  Year  NYSE  Member 
No  Initial  Cash  Deposit 

Safely:  Secunlies  held  in  you 


Limit  Ofders 

500 
at  $35 

700 
at  $50 

1,000 
at  $40 

OHM*  CO. 

S100 

$105 

$150 

Quick  4  Reilly 

$169 

$261 

$275 

Fidelity 

$107 

$160 

$180 

Source* 

$126 

$166 

$195 

account  protected  up  to  $500,000 

Personalized  Advice  On  How  To  Incr< 
Return  On  free  Credit  Balances 


ICAHN&CO. 


153  North  Couni>  Koad  t-jlm  B*aih  Kb.  J 3490 


(305)833-3783  1-800-432-2047/8  (212)483-0092(800)221-4941 


MORE  AND  MORE  THE  YOUNG 

no  longer  think  that  real  fulfillment 
is  not  having  to  fulfill  any  expectations. 


ONE  ADVERTISEMENT 
KNOCKS  THE  OTHER  STONE  COLD 
DEAD  IN  THE  MARKETPLACE 

If  you  were  Quick  or  Reilly,  wouldn't  you  be 
tempted  to  pay  not  to  have  your  discount 
brokerage  house  message  run  right  next  to 
this  haymaker  by  Icahn  &  Co.?  More  than 
once,  though,  these  have  appeared  together  in 
the  Wall  Street  Journal. 
As  advertising  goes,  bloody  murder  I'd  say. 


IT  ISN'T  ALWAYS  ADVANTAGEOUS 

to  deprive  one's  children 
of  disadvantages. 


By  M.S.  Forbes  Jr. 


London — This  has  become  a  very 
pensive  city  for  the  tourist,  thanks 
the  surging  pound.  Sterling's  stun- 
ng  performance  on  the  currency 
arkets  is  a  surprise,  to  say  the  least, 
has  little  to  do  with  fundamentals. 
Significant  revenues  from  North 
a  oil  are  two  to  three  years  away.  In 
e  meantime,  the  balance  of  pay- 
ents  remains  mired  in  red  ink.  Brit- 
ti's  inflation  is  the  worst  in  the 
estern  industrial  world.  A  weak 
onomy  gets  weaker  as  recession 
ts  in. 

Because  of  such  shortcomings, 
any  "experts,"  including  this  one, 
it  it  was  only  a  matter  of  time  before 
;rling  underwent  a  rather  sharp  fall. 
This  writer  isn't  so  sure  anymore, 
ter  interviews  with  British  Trea- 
ry  officials,  businessmen,  politicos 
d  economists,  one  gets  the  distinct 
ipression  that  this  government 
eans  exactly  what  it  says  when  it 
mes  to  monetary  policy:  It  is  going 
fight  inflation  in  its  own  way  al- 
ost  regardless  of  pain  and  criticism, 
itain  has  become  Milton  Fried- 
an's  laboratory. 

"There  is  no  alternative  to  a  mone- 
rist  policy  in  fighting  inflation," 
lancellor  of  the  Exchequer  Sir  Geof- 
:y  Howe  told  us.  "If  you  look  at  the 
ing  in  any  measured  long-term  pat- 
rn,  the  connection  between  mone- 
ry  growth  and  inflation  is  unassail- 
le.  So  you  must  stop  that  growth 


THE  PARADOXICAL  POUND 

and  control  the  monetary  aggregates." 

"Controlling  the  aggregates" 
means  higher  taxes,  higher  interest 
rates  and  tighter  credit,  at  least  ini- 
tially. Given  British  business'  heavy 
dependence  on  debt,  profit  margins 
are  being  squeezed.  High  interest 
rates  are  attracting  foreign  money, 
and  the  resulting  strong  pound  hurts 
exports,  no  small  matter  for  this  trad- 
ing nation. 

"There  is  no  way  in  which  you  can 
recapture  a  framework  of  discipline 
that  doesn't  involve  discomfort,"  is 
how  Chancellor  Howe  responds  to 
criticism  from  business.  "The  private 
sector  cannot  be  spared." 

Thanks  to  Howe's  credit  squeeze 
and  Britain's  slowing  economy,  inter- 
est rates  should  be  lower  by  year's 
end.  That  doesn't  necessarily  mean  a 
wobbly  pound,  however.  Interest  rates 
should  be  down  in  most  other  coun- 
tries as  well.  Moreover,  as  one  official 
put  it:  "The  markets  will  see  us  hit- 
ting our  monetary  targets,  that  we 
mean  what  we  say  about  inflation.  We 
will  start  to  gain  credibility,  like  the 
Germans  and  Swiss." 

The  British  economy  is  paying  a 
heavy  price  for  this  brand  of  monetar- 
ism, but  the  government  is  not  about 
to  abandon  it. 
Don't  bet  against  the  pound. 

PEOPLE  ALSO 
NEED  INCENTIVES 

Few  nations  can  match  Britain 
when  it  comes  to  tax  incentives  for 


capital  spending,  one  reason  why  the 
U.K.  is  attracting  more  foreign  invest- 
ment, especially  in  Scotland. 

Which  leads  to  an  obvious  question: 
Why  is  capital  spending  by  British 
business  so  low?  In  real  terms  corpo- 
rate spending  is  no  better  than  it  was 
ten  years  ago. 

We  asked  that  question  of  a  promi- 
nent businessman-politician.  His  re- 
sponse: "An  important  factor  is  cer- 
tainly incentive.  Why  should  execu- 
tives bother  to  work  long  hours,  to 
take  additional  risk  and  responsibility 
if  they  are  taxed  at  rates  which  are 
very  high  indeed? 

"If  you  succeed,  you  are  only  going 
to  be  marginally  better  off." 

Given  the  tax  structure,  it  really 
doesn't  pay  to  pay  people  cash.  No 
wonder  perks  such  as  company-paid 
cars,  low  interest  loans  and  leased 
suits  are  so  important  in  Britain. 

And  no  wonder  so  many  younger 
executives  have  emigrated. 

The  Conservative  government  last 
year  began  reducing  the  U.K.'s  draco- 
nian  income  taxes,  but  there  is  still 
plenty  of  room  for  futher  cuts.  Here's 
a  classic  case  where  reductions  in 
high  tax  rates  (which  have  led  to  a 
disturbing  growth  in  tax  evasion) 
would  quickly  pay  for  themselves,  a 
point  not  sufficiently  appreciated  by 
England's  economic  gurus. 

Britain's  income  tax  system,  like  so 
many  others  in  the  world  today,  has 
lost  sight  of  the  essential  link  be- 
tween effort  and  reward. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


A  Contract's  a  Contract 

After  crashing  all  the  way  to  the  Su- 
preme Court,  the  case  of  Frank  W.  Snepp 
IH  has  finally  been  brought  to  rest.  Mr. 
Snepp  is  an  ex-CIA  agent.  When  he  first 
went  to  work  for  the  agency,  he,  like 
other  employees,  signed  a  contract 
promising  not  to  publish  CIA  secrets 
without  prior  approval.  But  then  he  quit 
his  job,  wrote  an  unauthorized  CIA  book 
full  of  juicy  inside  tidbits,  earned  some 
$125,000  out  of  the  project,  and  claimed 
that  his  original  contract  was  of  no  ac- 
count because  it  violated  his  First 
Amendment  rights.  But  now  the  Su- 
preme Court  has  ruled  in  his  case  that  if 
you  actually  sign  up  to  be  a  secret  agent 
for  a  secret  agency  and  specifically  sign  a 
contract  to  keep  the  secrets  secret,  you 
can't  just  decide  to  spill  the  beans,  make 
yourself  a  tidy  pile,  and  then  claim  in- 
fringement of  rights  when  the  govern- 
ment gets  miffed. 

— Wall  Street  fournal 

Don't  Denigrate 
the  Two  Party  System 

John  Anderson:  "This  whole  discus- 
sion has  been  dragged  into  a  defense  of 
the  two  party  system.  When  I  see  all  of  the 
trouble  that  the  Italians  and  some  of  our 
other  European  friends  have  in  forming  a 
government,  I  am  darned  glad  we  have  a 
two  party  system  in  this  country." 

Eugene  McCarthy:  "Oh,  John." 

John  Anderson:  "And  as  much  as  I 
cherish  your  right  to  a  platform  as  an 
independent  candidate,  I  am  not  going  to 
sit  here  quietly  and  listen  to  you  deni- 
grate the  two  party  system.  It  has  served 
our  country  well  over  the  last  200  years. " 

— at  a  1976  forum  of  the 
American  Enterprise  Institute 

Strange  Vision 

...  As  the  bullets  whined  about  his 
ears  [General  Ulysses  Grant]  gave  way, 
suddenly,  to  a  desperate  thought  of 
home:  What  would  become  of  Julia  and 
the  children,  if  he  should  be  killed  here? 
For  a  moment  the  thought  possessed 
him  with  power,  and  far  away  in  their 
home  in  Galena,  Julia  Grant,  going  to  her 
bedroom  to  rest  after  some  household 
task  or  other,  suddenly  saw  a  distinct  but 
mysterious  vision:  Grant  mounted  and 
in  the  field,  gazing  at  her  with  a  peculiar 
intensity.  When  they  met  a  few  days 
later,  they  found  that  this  odd  experience 
had  come  to  her  at  the  moment  when 
Grant,  all  alone  on  his  horse,  was  the 


target  for  concentrated  rifle  fire,  and  was 
thinking  of  his  wife  and  children;  and 
they  both  felt  that  it  was  the  depth  of  his 
feeling  that  projected  this  strange  vision 
into  the  house  in  Galena. 

— Bruce  Catton,  America 

lazes  on 
Nonexistent  Earnings 

Capital  formation  and  world  trade  are 
obviously  not  unrelated.  It  is  precisely 
those  economies  with  the  highest  rates  of 
capital  formation  which  have  most  pene- 
trated our  markets  and  displaced  us  from 
others.  .  .  .  Because  of  inflation  corpora- 
tions are  paying  taxes  on  nonexistent 
earnings  and  paying  dividends  on  nonex- 
istent profits.  No  wonder  the  securities 
market  languishes.  (And  so,  in  conse- 
quence, do  the  pension  funds  of  39  mil- 
lion Americans. )  I  am  introducing  a  bill  to 
provide  replacement  cost  accounting. 
— Senator  Daniel  P.  Moynihan  (D-N.Y.) 
at  the  Columbia  Business  School 
Annual  Dinner,  May  1980 

Tsars  for  Bozo 

The  growth  rate  in  cremations  has 
been  strongest  among  upper  middle-in- 
come, college  educated  people,  a  pattern 
that  prompted  one  Detroit  undertaker, 
Richard  P.  McLaughlin,  to  remark:  "The 
poor  pay  more  attention  to  the  dead  than 
the  rich." 

"We  have  families  in  which  a  grand- 
parent dies  off  in  some  distant  retire- 
ment city  and  there  are  no  tears,  no 
commemoration,  no  flowers,"  said  Rob- 
ert Fulton,  director  of  the  Center  for 
Death  Education  and  Research  at  the 


University  of  Minnesota.  "Yet,  whel 
family  pet  dies,  the  family  goes  bonl 
We've  got  a  peculiar  phenomenon 
over  the  United  States  that  ther<| 
more  and  more  pet  cemeteries  goirl 
all  the  time  while  the  traditional  fuf 
is  on  the  decline;  I  think  there's  a] 
nection  to  it." 

— Robert  Lindsey,  New  York  T| 


The    tradition   of  present 
traditions  became  a  traditu 
— Jonathan  Gathorne  B; 

The  Old  Schoc\ 


104  Tears  Ago 

The  day  began  with  a  noon  rendez 
in  the  new  Grand  Central  depot  at 
Street.  This  was  the  first  time  I  had  _ 
inside  Commodore  Vanderbilt's  mm 
ment  to  a  lifetime  of  triumphant  ra 
ity;  yet  it  must  be  said  in  the  old  vill 
favor  that  before  he  managed  thr 
theft,  violence  and  fraud  to  put  tog' 
his  railroad  empire,  a  passenger 
New  York  City  to  Chicago  was  oh 
to  change  trains  17  times  during 
course  of  the  journey.  Now,  thanl 
Vanderbilt's  ruthless  elimination  q 
rivals,  the  public  is  better  served. 

—1876,  by  Gore' 


Coincidence 

Q:  When  you  buy  a  chunk  of 
Parmesan  cheese  for  grating,  the 
actually  looks  dirty.  Can  you 
me  why! 

A:  Because  it  is,  indeed,  dirty. 
Parmesan  enters  the  final  months  a 
aging  process,  it  is  rubbed  down 
dirt. 


— by  Frank  Don 
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"He's  worth  a  fortune,  but  it's  all  on  parchment. 
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Edgcomb  truck  is  loaded  with  metals  processed  to  customers'  exact  specifications. 


Williams  is  strengthening  its 

netals  business  today. . . 

o  improve  tomorrows  returns. 


Edgcomb  Metals  Company,  a  Williams  subsidiary,  is  the  largest  independent  owner  and 
>erator  of  metals  service  centers  in  the  United  States.  Williams  has  dramatically  increased 
e  scope  of  Edgcomb's  operations  during  the  past  five  years.  Revenues  generated  from  19 
odern  Edgcomb  service  centers  totaled  $591  million  in  1979  compared  to  $127  million 
nen  it  had  7  facilities  in  1975.  Edgcomb's  marketing  territory  has  increased  from  12  to  37 
ates  during  this  period.  Its  customer  base  has  been  broadened  substantially  and  it  has 
creasingly  realized  economies  of  scale,  better  market  penetration  and  other  benefits  as  a 
suit  of  its  aggressive  expansion  and  improvements  program. 

Edgcomb  serves  a  growing  market.  The  larger  metals  service  center  companies,  such 
Edgcomb,  expect  to  gain  greater  market  share  in  their  industry  during  1980.  Because  of 
broad  lines  of  products  and  processing  capabilities,  the  efficiencies  Edgcomb  offers 

etals  users  is  even  more  apparent  during  a  period  of  inflation  and  high  interest  rates. 

Williams  is  more  than  a  metals  company.  It  is  a  leader  in  fertilizer  and  energy  as  well. 

e've  also  strengthened  these  businesses  and  achieved  a  more  favorable  overall  corpo- 

te  balance.  Our  strategy  is  paying  off  in  the  form  of  improved  returns,  as  reflected  by  the 

cent  increase  in  our  annual  dividend  rate. 

To  learn  more  about  Williams  (WMB-NYSE),  our  balanced  diversity  and  our  strong 
imings  picture  for  the  '80s,  write  Lawrence  R.  Francisco,  manager-investor  relations,  The 
illiams  Companies,  One  Williams  Center,  Tulsa,  OK  74172.  


Williams  is  worth  watching  in  the  '80s. 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 


Agnco  Chemical  Company  ■  Edgcomb  Metals  Company 
Williams  Exploration  Company  u  Williams  Pipe  Line  Company 


"When  a  multinational  needs 
inancing  a  bank  carit  spend  time 
spinning  its  wheels!1 


**It's  up  to  us  to  understand  the  needs  of  our  customers  in  every 
place  they  operate.  That  way,  as  subtle  changes  occur  in  a 
market  like  Brazil,  we  know  what's  happening  and 
how  it  might  affect  you?* 

**A  while  back,  we  had  customers  with  loan  maturities  and,  due  to  government 
regulations,  there  was  limited  availability  of  cruzeiros.  Understanding  that 
marketplace  enabled  us  to  work  with  our  local  people  to  meet  the  need*' 

"As  a  Chase  banker  you  constantly  have  to  perform 
for  your  clients.  There's  no  such  thing  as  coasting 
when  it  comes  to  marshalling  the  bank's  resources 
worldwide,  wherever  the  country.** 

"Chase  has  to  be  as  flexible  as  you  are.  And  that  means  adjusting 
effectively  and  quickly  no  matter  what  environment  you're  working  within." 


The  Chase  Bank 

Professional  relationship  banking 
in  over  100  countries  through  a  mature  network 
of  branches  and  affiliates. 


CHASE 


c  CHASE  MANHATTAN  BANK.  N  A  1980  /  MEMBER  FDIC 


Great  problem  solver 
of  the  20th  century. 


First  there  was  Freud. 
Then  Madame  Curie. 

Then  Einstein,  the  Wright  brothers,  Henry  Ford 
and  Leo  Brandstatter. 
Leo  Brandstatter? 

Like  all  AIG  risk  management  account  executives, 
he's  doing  for  his  profession  what  other  greats  have 
done  for  theirs. 

Solving  problems  that  many  would  consider 
unsolvable. 

Like  setting  up  note  programs  to  improve  cash 
flow  where  there  is  none. 

Using  captive  reinsurance  facilities  in  developing 
plans  to  minimize  your  income  tax. 

And  making  financial  protection  affordable  at  a 
time  when  everything  else  isn't  . 


Leo  Brandstatter 


AIG  has  one  of  the  most  experienced  risk  manage- 
ment services  anywhere. 

In  fact,  our  people  have  solved  problems  that 
others  don't  even  know  exist. 

That's  important  for  you  to  know. 

Because  when  it  comes  to  solving  problems,  a 
company  that's  still  gaining  experience  could  leave 
you  with  a  bad  experience. 

Which  is  why  the  world  will  always  remember  the 
contributions  of  Freud,  Einstein  and  Brandstatter. 

AIG  Risk  Management. 


The  AIG  Companies. 

Let  us  take  the  risks. 


For  more  information,  contact  AIG  Risk  Management.  Dept  A.  70  Pine  Street.  New  York.  N  Y  10005.  A  Member  Company  of  American  International  Group 
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think  the  prime  rate  is  dropping  fast?  It's 
dropping  nearly  as  fast  as  it  should. 


What  went  up 
comes  down- 
but  slowly 


By  Thomas  C.  O'Donnell 

■COND-QUARTER    BANK  EARNINGS 

»vill  knock  your  socks  off,"  prom- 
ses  Richard  T.  Hale,  an  analyst 
dex.  Brown  &  Sons.  The  nation's 
are  taking  a  calculated  gamble:  By 
g  the  prime  lending  rate  artificial- 
1  they  are  betting  that  wide  profit 
is  will  offset  business  driven  else- 
by  the  rate.  So  far  the  gamble  has 
nore  profitable  than  an  Atlantic 
asino.  While  the  prime  rate  has 
d  from  20%  to  14%  since  early 
demand  for  loans  is  so  slack  that 
:hne  should  have  been  faster  still, 
le  earnings  will  swing  widely  from 
:o  bank — depending  primarily  on 
ian  and  security  portfolios  are  af- 
by  interest-rate  changes — the  in- 
's  second-quarter  profits  will  be  up 
y  15%  from  last  year.  And  some 
will  have  a  spectacular  quarter. 
Manhattan,  for  example,  could 
.  much  as  it  did  in  all  of  1976.  That 
close  to  $4  a  share  for  the  quarter; 
ized,  something  like  $15  a  share, 
y  expects  Chase  to  do  that  well  for 
1  year.  But  you  get  the  idea, 
risingly,  the  "managed"  prime 
not  a  very  hot  political  potato.  "If 
iks  had  tried  to  get  away  with  this 
years  ago,  the  regulators  would 
it  them  over  the  head  with  heavy 
'  points  out  Hale.  This  time 
I,  Federal  Reserve  officials  are  qui- 
mceding  that  they  can  detect  no 
ects"  from  the  managed  prime  or 
netimes  ferocious,  under-the-table 


price-cutting  it  has  spawned. 

Simply  put,  the  Fed  is  well  aware  that 
the  prime  has  lost  both  importance  and 
predictability.  As  recently  as  a  decade 
ago,  all  interest  rates  moved  in  tandem 
with  the  prime  if  they  moved  at  all. 
Indeed,  the  entire  structure  of  interest 
rates  was  then  far  more  stable.  And  as 
the  prime  has  become  more  volatile,  it 


has  lost  its  position  as  the  sole  floor  from 
which  all  other  rates  are  scaled  upward. 
Most  short  rates  have  fallen  more  than 
50%  since  early  April.  By  contrast,  the 
prime  has  dropped  only  about  30% . 

The  nation's  investment  markets  have 
been  very  slow  to  grasp  this  fundamental 
change.  The  same  day  the  nation's  big- 
gest banks,  Bank  of  America  and  Citi- 
bank, slashed  their  primes  by  two  per- 
centage points  to  14.5%,  the  Dow  Jones 
industrial  average  soared  by  more  than 
11  points  to  a  two-month  high.  "The 
Street  believes  that  a  falling  prime  will 
bring  on  the  long-awaited  bull  market," 
says  Robert  H.  Stovall,  first  vice  presi- 
dent of  Dean  Witter  Reynolds,  Inc.  But 
basing  investment  decisions  on  move- 
ments of  the  prime  is  very  risky  and 
becoming  more  so  all  the  time.  This  was 
proven  a  few  days  later  when  the  Dow 
average  plunged  by  more  than  14  points. 

The  prime  has  become  an  unreliable 
barometer  for  one  big  reason:  the  banks' 
biggest  and  best  customers,  blue  chip 
corporations,  are  relying  on  other  fund- 
ing sources,  primarily  foreign  banks, 
commercial  paper  and,  more  recently, 
the  revived  bond  market. 


Prime  deception 


Sharp  as  the  drop  in  the  prime  interest  rate  has  been  in  recent  weeks,  other  rates 
have  dropped  even  more  sharply.  The  "sticky"  prime  has  been  good  for  bank  profits 
despite  a  fall-off  in  volume,  but  it  can't  stay  sticky  much  longer. 


Percent 


Prime  rate 


90-day 
commercial  paper 


6       13       20  27 
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Chase  Manhattan  Bank 
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Foreign  banks  have  prompted  U.S. 
banks  to  offer  corporations  the  "all-in- 
rate"  pricing  system  used  in  Europe  and 
the  Far  East.  Under  this  system,  banks 
price  loans  on  a  very  thin  spread  over  t he- 
London  interbank-offered  rate,  instead 
of  lending  at  prime  plus  compensating 
balances.  Corporations  can  choose  either 
system,  but  increasingly  they  are  signing 
up  for  the  far  simpler  LIBOR  pricing. 

The  booming  commercial  paper  mar- 
ket has  also  undercut  the  prime's  impor- 
tance. In  the  past  18  months,  the  amount 
of  such  paper — corporate  IOUs — out- 
standing has  grown  by  50%,  to  $130 
billion.  In  normal  times,  a  blue  chip  bor- 
rower can  obtain  money  by  bypassing 
the  banks  and  dealing  with  other  corpo- 
rations at  rates  up  to  200  basis  points 
below  prime.  Today  that  spread  is  more 
than  400  basis  points  because  the  prime 
has  been  far  "stickier"  than  other  rates. 

Bankers  desperately  want  to  keep  the 
prime  rate  there — at  least  officially. 
More  than  50%  of  all  outstanding  busi- 
ness loans  are  at  floating  rates  tied  to  the 


For  much  of  this  decade,  mutual 
funds  that  invest  in  common 
stocks  have  been  a  poor  relation  to 
their  money  market  counterparts.  Since 
money  market  funds  appeared  six  years 
ago,  their  assets  have  grown  to  $61  bil- 
lion, $14  billion  more  than  stock  and 
bond  funds  put  together.  But  in  the  wake 
of  some  surprising  new  figures,  mutual 
fund  managers  wonder  whether  a  rever- 
sal is  in  the  offing.  Is  public  interest 
shifting  back  to  common  stocks? 

In  May,  for  the  second  month  in  a  row, 
net  sales  of  equity  funds  are  likely  to 
exceed  redemptions.  That's  a  switch 
from  the  past  15  months,  when  redemp- 
tions exceeded  sales.  In  fact,  for  most  of 
the  Seventies  this  was  the  trend. 

Total  sales  of  stock  and  bond  funds 
were  $1.01  billion  in  April,  40%  higher 
than  in  March.  Sales,  net  of  redemp- 


prime.  Sharp  reduction  in  the  prime 
could  decimate  those  rosy  second-quar- 
ter earnings  projections. 

At  the  same  time,  the  banks — espe- 
cially the  biggest — are  making  new  loans 
at  rates  up  to  6%  below  prime  to  attract 
new  business  or  keep  old  customers  hap- 
py. Indeed,  according  to  an  unpublished 
Fed  study,  more  than  two-thirds  of  all 
loans  made  in  1980  by  large  New  York 
banks  were  at  rates  well  below  prime. 
But  the  days  of  the  two-tier  pricing  sys- 
tem may  be  numbered.  Pressures,  which 
may  force  the  prime  down  sharply  in 
coming  weeks,  are  rapidly  building. 

For  one  thing,  Representative  Henry  S. 
Reuss  (D-Wis.),  chairman  of  the  House 
Banking  Committee,  recently  attacked 
"prime  rate  falsies  fashioned  by  the  ma- 
|or  banks  that  would  shame  the  nation's 
brassiere  industry."  Reuss  charged  that 
the  "falsie"  prime  rate  discriminates 
against  small  business,  farmers,  home 
builders  and  others. 

But  far  greater  pressure  is  coming  from 
the  marketplace.  In  the  six  weeks  ended 


tion,  were  $249  million,  an  11-year  rec- 
ord. Equity  funds  gained  significantly  in 
all  categories.  Aggressive  growth  funds 
climbed  80%,  to  $121  million;  growth 
funds  were  up  18%,  to  $142  million; 
and  growth-and-income  stock  funds 
gained  40%,  to  $165  million.  Though 
May  figures  are  not  yet  available,  the 
trend  is  continuing.  A  spot  check  by 
Forbes  of  the  top  ten  stock  funds 
shows  all  still  reporting  strong  sales 
gains.  "I'm  more  optimistic  than  I  have 
been  in  ten  years  about  the  future  of 
equity  mutual  funds,"  reports  Claude 
Thomas,  head  of  sales  for  Massachu- 
setts Financial  Services,  which  runs  one 
of  the  top  ten. 

The  surge  in  equity  funds  is  coming 
partly  at  the  expense  of  money  market 
offerings.  Mutual  fund  exchanges — in 
which  investors  swap  one  type  of  fund 


May  14,  business  loans  at  the  na 
ma)or  banks  dropped  more  than  $4 
lion,  to  $153.4  billion — against  a 
billion  gain  in  the  similar  1979  p 
"Banks  may  have  been  slower  than 
fied  in  dropping  the  prime  and  now  it 
starting  to  hurt,"  says  C.  Edward  Mc 
nell,  a  senior  vice  president  of  I 
Bruyette  &.  Woods,  the  New  York 
stock  house.  Adds  David  Levin) 
economist  with  Sanford  C.  Bernstt 
Co.,  Inc.:  "The  prime  should  be  b 
10%  by  midsummer."  Which  suj; 
that  those  third-quarter  bank  ear 
reports  won't  look  anywhere  near  as 
as  the  bountiful  second-quarter  one; 

Public  preconceptions  to  the  con 
these  further  drops  in  the  prime  ma; 
bad  sign  for  the  stock  market,  at 
over  the  medium  term.  The  sluggis 
mand  for  money  suggests  that  the 
rent  recession  is  going  to  be  a  rougt 
and  experience  shows  that  share  p 
have  fallen  in  the  early  days  of  t 
postwar  recession.  Predicts  Stc 
"This  one  will  be  no  exception.  "  ■ 


for  another — soared  to  $556  millic 
April,  almost  $400  million  more  th; 
March.  T.  Rowe  Price  Associates  w 
manages  one  of  the  top  ten  equity  fi 
says  transfers  out  of  its  money  ms 
funds  in  April  were  S48  million,  all 
double  the  March  figures.  "Investor 
learning  they  can  redeem  money  rrn 
funds  and  move  into  stock  and  1 
funds,"  says  Reg  Green,  vice  preside: 
the  Investment  Company  Institute. 

It  should  astonish  no  one  that  mt 
market  fund  performance  has  beer 
ratic  since  March.  That  was  the  mt 
the  Federal  Reserve  Board  impose 
15%  (now  7.5%)  reserve  requirer 
on  new  assets.  March  was  also  w 
money  market  certificate  rates  bt 
their  plunge  from  a  high  of  15.7% 
current  rate  of  7.8%.  The  money  I 
ket  funds  took  two  months  to  rea 
from  a  disastrous  March,  with  sale 
late  May  showing  signs  of  ana 
slowdown. 

The  rise  in  municipal  and  corpo 
bond  funds  might  have  been  predic 
"You  would  expect  people  to  go 
longer-term  bonds  at  a  time  like  tB 
notes  Green.  "The  rational  investor1 
wants  income  would  try  to  lock  in 
rent  interest  rates." 

But  the  return  to  equities  is  less  ea9 
explain.  For  if  the  economy  is  in  a  rei 
sion,  when  corporate  earnings  norm 
decline,  investor  interest  in  the  mai 
could  be  expected  to  slacken.  Green  ! 
two  reasons  for  the  surprising  move, 
thinks  many  investors  have  already 
counted  the  recession — or  are  preps 
to  wait  it  out  because  they  think 
market  is  undervalued. 

E.F.  Hutton,  which  sells  mutual  fi| 


The  luster  of  money  market  mutual  funds 
may  he  rubbing  off— onto  common  stocks. 


Straw 
in  the  wind? 


34 


FORBES,  JUNE  23, 


;ed  by  other  companies,  is  betting 
le  move  to  equity  funds  will  last, 
sar  the  brokerage  house  conducted 
:s  of  meetings  to  educate  its  ac- 

executives  on  the  advantages  of 
il  funds.  Now,  says  Thomas  Mcln- 

vice  president  of  mutual  fund 
the  effort  is  beginning  to  pay  off. 
nerney  believes  that  the  strongest 
ent  for  stock  funds  is  their  perfor- 
:.  Since  1975,  he  points  out,  the 
e  equity  fund  has  climbed  157%, 
tpacing  inflation  as  well  as  the 
ones  industrials  (up  77%)  and  the 
ird  &  Poor's  500  (up  99%).  Says 


Mclnerney,  "People  looking  to  the  longer 
term  have  decided  this  is  the  time  to 
move  into  equity  funds.  We  are  looking 
at  a  very  significant  trend." 

The  Dreyfus  Corporation,  which  man- 
ages the  third-largest  stock  fund,  is  typi- 
cal; all  its  stock  funds  showed  net  sales 
in  April.  "That  is  the  first  month  in 
which  it  really  began  to  happen,"  says 
Director  of  Research  Monte  Gordon. 
The  biggest  gainer,  he  predicts,  will  be 
aggressive  growth  funds. 

Gordon  and  other  mutual  fund  experts 
also  point  out  that  April  was  the  first 
month  when  a  sharp  increase  was  regis- 


tered in  money  market  certificates  fall- 
ing due.  According  to  the  Federal  Re- 
serve Board,  $61.7  billion  in  money  mar- 
ket certificates  of  deposit  matured  in 
April,  up  from  $34.9  billion  in  March. 
During  )une  and  July,  another  $112  bil- 
lion will  fall  due.  "It  is  possible,"  Gordon 
says,  "that  April  was  the  start  of  a  grow- 
ing unwillingness  to  roll  over  money 
market  CDs."  He  is  hoping  that  some  of 
it  will  move  into  common  stocks. 

"You  have  had  moves  into  gold,  silver 
and  collectibles,"  Mclnerney  says.  "The 
next  could  well  be  into  common  stocks. 
Mutuals  should  help  lead  the  way."  ■ 


business  wanted  was  a  nice  little  tax  cut  to  help  buy  some  new 
zhinery.  Instead,  it  is  getting  a  fancy  new  eight-syllable  word — 
\dustrialization —  that  could  mean  big  trouble. 


You  read  it  here  first 


By  Jerry  Flint 

et  ready  for  the  verbal  on- 
slaught. Washington  has  a  new 
buzzword.  Liberal  congressmen 

isiness  lobbyists  use  it,  as  do  pro- 
and  labor  leaders. 

iustrialization 

a  product  of  the  American  fond- 
)r  euphemism,  in  which  junk  be- 
"secondary  recovery"  and  old 
lecome  "senior  citizens."  Industry 
;  the  new  word  means  help  against 
list  of  enemies:  subsidized  foreign 
titors;  dumping;  environmental 
lists;  inflation;  and  the  good  old 
can  tendency  to  soak  the  apparent 
yhy  not  just  come  out  and  say  the 
iment  ought  to  cooperate  with  big 
ss?  Are  you  kidding?  That  would 
coring  the  rich  and  powerful."  So, 
jttialization  it  is:  simple  recogni- 
f  the  fact  that  the  best  jobs  are 
provided  by  private  industry,  and  if 
l  industry  doesn't  prosper,  there 
be  many  new  jobs.  The  word  is 
ing  fast  through  the  business  com- 
y,  where  Forbes  has  found  enthu- 
support  for  the  new  rhetoric, 
as  words  get  bigger,  they  take  on 
leaning.  To  congressmen  who  fa- 
tting business  taxes,  it's  a  lot  bet- 

,  JUNE  23,  1980 


Amitai  Etzioni  of  the  while  Jlon.sc  staff 


"We  are  eating  into  the  foundation." 

ter  to  stand  tall  for  ^industrialization 
than  for,  say,  "shoveling  money  to  the 
fat  cats."  To  a  labor  leader,  embracing 
the  eight  syllables  is  better  than  admit- 
ting he  wants  laws  to  keep  factory  own- 


ers from  opening  new  plants  in  the 
South.  For  the  professors  and  consul- 
tants, it's  a  whole  new  field  full  of  poten- 
tial study  grants  now  that  papers  on  how 
to  redistribute  the  wealth  have  fallen  out 
of  fashion. 

Thus  the  proud  creator  of  the  word, 
Amitai  Etzioni,  former  Columbia  Uni- 
versity sociology  professor  and  now  a 
White  House  staffer,  is  getting  a  bit  ner- 
vous about  his  eight  syllables.  Now  there 
is  talk  of  creating  an  industrial  policy  and 
planning  committee.  In  its  presumed 
wisdom,  the  committee  might  decide 
which  industries  to  save  and  which — 
another  pet  Washington  term — to  "sun- 
set." That,  worries  Etzioni,  "involves  a 
little  too  much  planning." 

What's  happening  is  simple  enough. 
Double-digit  inflation  and  the  enormous 
success  of  Japanese  products  here,  even 
in  the  recession,  are  prodding  the  accep- 
tance of  some  old  complaints:  that  fall- 
ing productivity  has  much  to  do  with 
these  problems  and  that  other  nations, 
particularly  Japan,  are  grabbing  the  tech- 
nological edge.  It  is  gradually  dawning  on 
Congress,  if  not  on  the  Administration, 
that  changing  the  tax  laws  to  encourage 
capital  spending  and  saving  could  turn 
this  around. 

"Things  have  come  together  to  make 
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tal  formation  an  idea  whose  time  has 
.  "  says  Charls  Walker,  one  of  the 
best-known  advocates  of  such  tax 
dbanges  ("10-5-3  or  fight,"  Forbes,  Dec. 
10,  1979).  But  when  folks  like  Jerry 
Brown  of  California  and  Senator  Ted 
Kennedy  and  Lane  Kirkland  of  the  AFL- 
CIO  climb  on  the  capital  formation 
bandwagon,  as  they  have,  they  bring 
their  own  baggage.  "The  shrinkage  of  the 
manufacturing  basis  of  the  economy 
must  be  halted,"  says  Kirkland,  but  he's 
not  endorsing  any  broad  tax  cut  to  busi- 


ness without  strings  attached.  "We'd  be 
against  investment  tax  credits  to  help 
close  a  plant  in  Bridgeport,  Conn,  and 
move  to  Spartanburg,  S.C.,"  explains  one 
AFL-CIO  official.  The  unions,  though, 
would  favor  incentives  to  put  plants  in 
the  old  industrial  city  cores  of  the  North, 
and  the  exclusion  of  some  imports  as 
part  of  reindustrialization. 

Etzioni  believes  there  are  three  stages 
of  industrialization:  the  building  of  the 
infrastructure  of  transportation,  energy 
and  human  capital — railroads  and  immi- 


Jleie 
reces 


grants — in  the  U.S.;  then  comes  th 
cumulation  of  capital  goods,  plain 
machinery,  finally  resulting  in  the 
stage,  mass  production. 

But  here,  he  says,  a  fourth  stag< 
developed  "in  which  we  are  eatinj 
the  foundation,  in  which  we  are  un 
vesting  in  the  capital-goods  infras 
ture."  He  notes  that  some  blame  th 
burden  of  the  welfare  state  for  the  trc 
while  others  blame  overconsumpti» 
the  private  sector. 

Emphasizing  that  he  speaks  for 
self,  not  the  Administration,  Et 
says,  "We  should  spend  the  next  de 
reindustrializing."  He  says  this  wi 
volve  a  broad  program  running  fror 
changes  to  some  spurring  of  the 
ethic.  What  is  important,  he  insis 
that  "we  stop  looking  at  the  little  p 
and  look  at  the  whole  puzzle." 

The  collapse  of  American  indus 
superiority  even  threatens  the  nat 
security.  "Do  we  really  want  Pan 
nian  ships  to  deliver  Marines  to  IB 
he  asks. 

Unfortunately,  the  Congress  an 
bureaucracy,  with  the  help  of  pow 
interest  groups,  have  the  habit  of  ta 
simple,  sound  concepts  and  tui 
them  into  enormously  complicated 
destructive  machines:  housing  prog: 
that  end  up  creating  slums,-  educs 
programs  that  lead  to  illiteracy, 
your  fingers  crossed  now  that  Amei 
industry  is  on  the  list  for  help.  H 
Greeks  bearing  gifts  may  turn  out  \ 
advance  men  for  a  Trojan  horse.  ■ 
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Last  year  Ford  dealer  Levin  was  doing  so  well  he  started  a  ne\ 
$375,000  home.  This  year  his  home  and  his  dealership  are  for  sale. 


No  Ford 
in  his  future 


By  Bob  Ibmarkin 


Joseph  Levin,  50,  was  doing  so 
well  with  his  Ford  dealership  in 
prosperous Barrington,  111.  last  year 
that  he  started  building  a  $375,000  house 
complete  with  an  indoor  racquetball 
court.  The  Levins  will  never  live  in  that 
house.  A  month  before  it  was  completed, 
Levin  put  the  house  on  the  market. 
Levin  got  caught,  like  many  other 


automobile  dealers,  between  the  prob- 
lems of  high  interest  rates  on  the  one 
hand  and,  on  the  other,  of  rising  gasoline 
prices  that  turned  customers  away  from 
big  cars.  Add  to  this  Ford's  particular 
problem  of  small  cars  either  not  selling 
(the  Pinto)  or  not  available  in  quantity 
(the  Fiesta).  Worse  yet,  Ford  told  dealers 
last  summer  that  42%  of  the  company's 
national  budget  would  be  spent  promot- 
ing trucks.  Levin  believed  it  and  doubled 


his  truck  inventory  to  200  units.  I 
put  him  in  a  bind  when  the  comfl 
didn't  deliver.  Says  he,  "It  seems  to 
Ford's  financial  people  were  doing 
thing  and  its  marketing  people  anotfl 
He  already  had  a  lot  full  of  LTDs 
station  wagons  he  couldn't  give  awa' 
It  just  got  to  be  too  much  for  hirr 
he  is  liquidating  his  business.  Within 
last  year,  20  of  the  85  Ford  dealers  inj 
Chicago  area  have  closed  their  doorj 
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.  According  to  Burt  Rose,  a  dealer  for 
sars  and  current  head  of  the  Chicago 
rict  Ford  Dealers  Association, 
it's  80%  above  the  normal  attrition 
and  50%  above  the  closing  in  1974- 
rhere's  just  no  comparison  between 
recession  and  the  last  one." 
1979,  672  dealers  left  the  business 
another  200  quit  during  the  first 
ter  of  1980,  says  the  National  Auto- 
ile  Dealers  Association.  As  many  as 
of  the  28,000  dealers  still  operating 
be  out  of  business  by  year-end,  ac- 
ing  to  some  forecasts.  Dealers  selling 
estic  cars — like  Levin  and  other  Ford 
;rs — have  obviously  been  hit  hardest, 
gh  General  Motors  dealers,  with 
■  hot-selling  X-cars,  are  doing  rela- 
y  better.  And,  of  course,  dealers  with 
of  small  Japanese  cars  are  doing  even 
:r  than  before  in  many  areas, 
vin  himself  is  looking  to  get  back 
the  business  with  a  GM  franchise. 
;ood  locations  are  tough  to  get  in  the 
ago  area,  even  for  a  dealer  with  Le- 
demonstrated  skills  in  the  business 
lling  cars.  In  1975,  after  years  in  the 
ng  business,  he  figured  correctly  that 
ecession  had  bottomed  out  and  that 
was  the  time  to  buy  a  new-car  deal- 
ip.  He  paid  $250,000  for  six-year-old 


Barrington  Ford  and  got  a  25,000-square- 
foot  showroom  and  shop  on  five  acres 
selling  40  or  50  cars  and  trucks  a  month. 

After  18  months,  a  heavy  boost  in  ad- 
vertising and  an  expansion  of  sales  and 
service  operations,  Levin  was  selling  be- 
tween 150  and  190  units  a  month.  By 
1978,  with  annual  sales  pushing  $10  mil- 
lion, Barrington  Ford  had  moved  from 
55th  to  16th  in  truck  sales  among  the 
Chicago  area's  94  Ford  dealers. 

By  last  year  Levin's  investment  and 
his  seven-day,  60-hour  work  weeks  paid 
off  so  well  that  he  started  building  his 
dream  house.  And  then  it  all  started  hit- 
ting the  fan. 

Levin  thought  he  knew  what  to  do.  He 
cut  his  inventory  by  half,  his  44  sales- 
and-service  people  to  30.  That  cut 
monthly  expenses  from  $144,000  in  Jan- 
uary to  $98,000  in  April.  Even  with  fewer 
cars  in  inventory,  monthly  financing, 
went  up  $4,000,  to  $31,000,  during  the 
period,  despite  Ford's  12%  cap  on  dealer 
interest  charges.  And  the  factory's  rebate 
program  of  $100  for  subcompacts  and  up 
to  $500  on  full-size  cars  did  little  to  help. 

Traffic  all  but  dried  up.  They  didn't 
come  in  when  Levin  increased  his  adver- 
tising budget.  And  it  didn't  help  when  he 
tried  to  promote  service  and  repairs. 


Frustrated,  he  tried  to  get  a  Toyota  fran- 
chise, but  got  turned  down  because 
"there  wasn't  enough  product  to  go 
around"  and  because  there  already  was 
another  Toyota  dealer  within  1 1  miles. 

While  Toyota  can  afford  to  protect  the 
territory  of  its  dealers  by  passing  up  an 
opportunity  to  sign  somebody  like  Le- 
vin, Ford  apparently  cannot.  With 
404,000  new  cars  unsold — about  a  92-day 
supply — the  company's  main  concern 
seems  to  be  to  unload  cars,  not  look  after 
its  present  dealers.  In  Chicago,  where 
maybe  two-thirds  of  the  85  members  of 
the  Chicago  District  Ford  Dealers  Asso- 
ciation are  already  running  at  a  loss,  pro- 
tectionism has  become  a  hot  issue,  espe- 
cially after  the  factory  cut  the  rebate  it 
offers  dealers  on  the  carryover  of  unsold 
cars  from  5%  to  2%.  Four  dealers,  backed 
by  the  district  association,  are  suing  Ford 
under  a  new  Motor  Vehicle  Franchise 
Act  to  prevent  the  company  from  setting 
up  new  dealerships  near  them.  Which 
won't  help  one  little  bit  when  Ford  final- 
ly does  have  more  salable  cars  to  offer. 
Maybe  the  industry  will,  in  the  long  run, 
be  better  off  with  fewer  but  stronger 
dealers,  but  that  remains  to  be  seen.  To  a 
considerable  degree,  cars — like  any  other 
product — are  sold,  not  bought.  ■ 


ng  Chicago-area  auto  dealer  Joe  Levin  of  Barrington  Ford 

ting  to  get  back  into  the  auto  business— with  a  GM franchise. 
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Detroit  is  still  working  to  catch  up  to  30  mpg — which  means  that 
Japanese  could  well  beat  them  again  to  the  next  step  down. 


0f 


60  miles 
to  the  gallon 


By  Jerry  Flint 


There's  a  60-miles-per-gallon  car 
coming.  It  is  small,  probably 
doesn't  weigh  more  than  1,200 
pounds — about  two-thirds  the  weight  of 
a  Volkswagen  Rabbit — holds  two  in  the 
front  with  cramped  knee-in-the-stomach 
seats  in  the  back,  is  powered  by  a  30-to- 
55-horsepower  three-cylinder  engine, 
runs  up  to  65  miles  per  hour  and  parks  in 
a  doorway. 

Cars  like  that  are  in  production  today. 
In  Italy  there's  the  Fiat  126  and  in  Japan 
Daihatsu,  Suzuki  and  Subaru  build  auto- 
mobiles fitting  this  description.  In  their 
home  markets  they  run  $1,000  to  $2,000 
under  their  big  brother  subcompacts. 
None  are  imported  into  the  U.S.  These 
minuscule  cars  probably  aren't  good 
enough  for  the  choosy  American  market. 
They  are  noisy  and  vibrate,  get  blown 
around  on  the  highway  and  are  usually 
bottom-of-the-line  cars.  Tinny  is  the 
word.  Their  size  creates  a  safety  prob- 
lem, particularly  when  most  of  the  cars 
on  the  road  here  weigh  2  tons.  But  that 
could  change  in  five  years  when  2,000- 
and  3,000-pound  cars  predominate. 

Detroit  says  it  will  eventually  build 
minimites,  too.  But  when2.  The  Japanese 
may  hit  the  market  first  and  capture  it, 
just  as  they've  won  most  of  the  market 
for  30- mpg  cars. 

Says  Erick  Reickert,  director  of  small- 
car  programs  at  Ford  Motor  Co.:  "It  is  a 
time-frame  question.  My  guess  is  there 
will  be  a  market  of  probably  1  million 
units,  10%  of  the  market,  by  1990."  He 
also  figures  the  first  models  could  be 
coming  on  the  market  by  1984  or  1985, 
possibly  sooner  if  the  foreign  manufac- 
turers move  in. 

But  at  General  Motors,  which  probably 
is  ahead  of  its  American  competition  on 
tiny-car  design,  there's  no  such  mite  on 
the  production  schedule  through  1985, 
says  Alex  Mair,  group  vice  president. 
GM  is  working  at  it.  "I  )ust  rode  in  a 
Daihatsu  yesterday,"  says  Mair,  one  of 


the  company's  top  engineers.  He  has  al- 
ready decided  the  three-cylinder  engine 
is  best  and  is  wondering  about  other 
questions:  What  kind  of  ride,  hard  or 
soft?  Should  he  offer  automatic  transmis- 
sion, or  air  conditioning?  By  1990,  he 
says,  GM  will  be  building  that  type  of 
three-cylinder  minimite.  Chrysler's 
product  planners  see  it  coming  in  the  late 
1980s,  but  not  until  the  industry  has 


The  fuel-stingi'  Fiat  126 

But  it's  no  way  to  meet  a  truck. 

completed  the  present  downsizing  pro- 
grams that  are  costing  tens  of  billions 
and  bringing  car  weights  to  2,500  to 
3,000  pounds. 

These  little  cars  aren't  just  covered 
motorcycles.  "The  only  thing  this  car 
can't  do  is  carry  a  large  number  of  people. 
I've  driven  a  lot  of  them  myself,  around 
Detroit,"  says  Reickert  of  Ford.  "They 
park  easy,  whip  in  and  out  of  places  you 
wouldn't  believe.  The  other  day  I  drove 
one  by  a  VW  Rabbit  and  he  looked  down 
at  me.  The  look  on  his  face  when  I  left 
him  behind!" 

American  manufacturers  are  also 
wrestling  with  the  problem  of  concept. 
Some  think  of  the  minimite  as  some 
type  of  low-priced  commuter  good  for 
running  to  the  supermarket.  GM  is 
working  on  a  battery-powered  electric 
with  that  idea.  But  it's  unlikely  that  any 
type  of  new  car,  no  matter  how  small, 
could  be  particularly  low  cost,  and  it's 
hard  to  see  why  anyone  would  pay 
$7,000  to  run  to  the  supermarket. 
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"There  are  two  types,"  says  Reic 
"That  utility  car — the  shopping 
Then  there's  the  executive  commu 
prestige  mini  the  guy  drives.  Insteac 
T-Bird  with  three  empty  seats  he  ha 
empty  seat." 

Mair  of  GM  agrees  with  Reicker 
should  be  good-looking  and  upfitted  1 
says,  meaning  it  should  have  a 
interior.  "We  could  afford  some  e 
lightweight  materials." 

The  high-mileage  mini  does  fit  in 
Detroit's  idea  of  the  multicar  fai 
owning  one  or  two  tiny  vehicles 
larger  model.  "The  vast  majority  of 
in  the  U.S.,  unlike  the  rest  of  the  w 
are  used  by  one  person  at  a  time.  T  • 
why  specialty  cars  and  multicar  ov 
ship  make  sense,"  says  Ford's  Reick 

The  government  also  could  play  aiJP 
in  any  production  decision.  Present 
calls  for  each  producer  to  average 
mpg  by  1985.  But  Congress  is  begin 
to  talk  about  new  standards,  possib 
much  as  40  mpg  by  1990  or  1995. 
way  to  achieve  that  greater  mileage 
have  some  60-mpg  cars  to  balance  ofi 
larger  models  that  will  never  get  up 
to  the  gallon. 

In  Detroit  at  the  moment,  howt 
these  cars  are  not  a  priority.  All 
carmakers  are  concentrating  on  dG 
sizing  30-mpg  cars.  Japanese  carmal 
meanwhile,  are  at  work  developing  n 
em  versions  of  their  old  supertiny 
They've  got  a  head  start  because  the! 
built  these  cars  before  with  two- 
three-  and  four-cylinder  engines. 

"When  it  comes,  we'll  beat  Detro 
says  Harvey  Lamm,  president  of  Sul 
of  America.  He  makes  it  clear  tha 
Japanese  carmaker  is  working  to  up 
and  Americanize  the  two-cylinder  m 
mite  it  builds  for  its  home  market 
sees  such  cars  here  in  two  to  five 
but  doesn't  want  to  say  more.  "I'm 
that  anxious  to  get  Detroit  started." 

If  the  Japanese  arrive  first,  will  Detj 
sit  still?  No,  vows  Mair:  "Then  we  ' 
our  gut  to  get  it  out."  ■ 
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3  Chinese  want  to  sell  textiles  to  pay  for  the 
nputers  they  hope  to  buy  from  the  U.S.  Why, 
y  wonder,  should  that  be  such  a  problem? 


The  inscrutable 
West 


By  Jean  A.  Briggs 


(ur  new  friends  the  Chinese  are 
getting  a  lesson  in  pluralistic  soci- 
eties, courtesy  of  the  powerful 
textile  lobby.  The  Chinese  hope  to 
;rnize  their  vast  country  without 
ig  on  huge  amounts  of  foreign  debt 
iking  in  huge  amounts  of  foreign 
al.  To  pay  for  American  computers, 
3xs  and  military  equipment,  they 
d  rather  sell  us  something.  But  what 
Lt  be? 

ig  term,  oil  or  minerals,  perhaps. 
:  term?  Light  industrial  products 
:lothespins  or  paintbrushes — or  tex- 
Trouble  is,  nearly  everything  the 


U.S.  Customs  House  in  New  York 
How  many  shirts  held  hostage? 


ese  propose  is  made  here  by  an  in- 
y  already  baying  for  protection.  The 
st  and  loudest  of  all  is  textiles, 
's  the  major  reason  a  sixth  round  of 
Chinese  textile  trade  negotiations 
i  in  failure  last  month,  and  the  U.S. 
sed  unilateral  import  quotas  for  the 
id  year  in  a  row. 

e  Chinese  are  puzzled  and  sad- 
i.  "This  does  not  match  the  rela- 

between  our  two  countries,"  says 
ig  Jianmo,  second  secretary  of  the 
ese  embassy  in  Washington.  "We 

want  to  make  a  big  problem,  but 
will  affect  our  relations."  After  all, 
5ks,  didn't  the  Chinese  buy  $800 
on  worth  of  U.S.  raw  cotton  and 
ies  to  prove  their  good  faith?  "The 

balance  is  5  to  1  in  your  favor," 
ig  says.  "We  could  buy  these  things 

other  countries.  We  are  buying 

from  you  in  order  to  create  a  better 
sphere  for  negotiations." 
parently  assuming  that  the  better 
sphere  already  existed,  China 
sly  shipped  into  the  U.S.  last  year 
equivalent  of  231  million  square 
i  of  clothing  and  other  textile  goods, 
turned  out  to  be  over  3Vi  times  the 
i  the  U.S.  imposed  last  May  after 
979  negotiations  failed.  A  year  later, 
sands  of  Chinese-made  men's  shirts 
:ill  stacked  in  U.S.  warehouses. 


Could  the  Chinese  have  been  unaware 
of  the  clout  the  textile  industry  has  in 
Washington?  Were  they  really  that  na- 
ive? One  U.S.  official  who  requests  ano- 
nymity believes  they  were.  In  the  eupho- 
ria over  renewed  U.S. -China  trade  in  the 
Seventies,  he  points  out,  U.S.  business- 
men began  shopping  in  China  at  the  very 
time  the  Chinese  government  decided  to 
decentralize  control  of  its  textile  indus- 
try. Not  only  could  the  Chinese  garment 
centers  make  their  own  deals,  they  were 
even  given  incentives  for  doing  so — 
roughly  15%  of  the  export  profits  to  rein- 
vest in  their  plants.  U.S.  merchants 
placed  orders  for  hundreds  of  thousands 
of  items.  It  was  almost  impossible  for  the 
Chinese  to  believe  that  the  orders  they 
were  writing — with  businessmen  like 
the  top  buyers  from  Sears  and  K  mart,  no 
less — were  not  the  result  of  clear,  coher- 
ent U.S.  government  policy.  Hence  their 
chagrin  last  year  when  the  negotiations 
broke  down  and  the  U.S.  acted  unilater- 
ally to  limit  sales  here.  "Those  goods 
were  already  ordered,  produced  and  in 
some  cases  shipped  before  the  quotas 
were  imposed,"  according  to  Huang. 

But  more  shocks  were  in  store  for  the 
Chinese.  Last  year's  quotas  were  slapped 
on  while  the  question  of  most-favored- 
nation  status  for  China  was  still  under 
consideration— very      unusual,  says 


Huang,  in  the  history  of  U.S.  diplomacy. 
Then,  after  the  status  was  granted  in 
February  of  this  year,  the  U.S.  imposed 
unilateral  quotas  again. 

Huang  complains,  too,  about  the  U.S.' 
characterizing  China  as  the  fifth-  or 
sixth-biggest  exporter  of  textiles  to  the 
U.S.  market.  "That's  like  saying  Buffalo 
is  the  second-largest  city  in  New  York 
State,"  says  Huang.  "The  comparison  is 
meaningless  because  the  difference  is  so 
great."  China's  imports  are  dwarfed  by 
Hong  Kong,  Taiwan  and  Korea.  For  ex- 
ample, Hong  Kong  exports  over  27. v 
lion  men's  shirts  to  the  U.S.  annually; 
China's  quota  is  4.2  million.  China's  im- 
ports have  grown  faster,  he  concedes, 
"but  we  are  starting  from  a  low  base." 

What  happens  when  the  Chinese 
make  these  points  to  the  U.S.  trade  nego- 
tiators? "They  tell  us,  'That  is  not  our 
affair,'  "  Huang  says.  "They  talk  about 
sectors." 

The  key  sector  involved  is  the  U.S. 
textile  industry,  which  has  been  battling 
imports  for  more  than  20  years  and  still 
provides  2.2  million  jobs,  more  than  any 
other  manufacturing  enterprise.  As  the 
industry  likes  to  point  out,  many  of 
those  jobs  are  low-skill  and  located  in 
areas  of  critically  high  unemployment. 
The  textile  lobby  can,  and  does,  affect 
U.S.  trade  relations  at  the  highest  levels. 
In  1978  it  got  Congress  to  exempt  tex- 
tiles from  tariff  reductions  that  were  be- 
ing negotiated  at  the  last  round  of  world 
trade  talks  in  Geneva.  President  Carter 
vetoed  that  bill,  but  last  year,  when  the 
industry  threatened  to  block  ratification 
of  the  overall  China  trade  agreement,  the 
Administration  placated  it  with  the  tight 
1979  import  restrictions. 

Will  a  Chinese  textile  agreement  ever 
be  reached?  Probably.  Both  sides  say 
they  came  close  this  time — the  differ- 
ence between  them  got  as  slim  as 
3V2% — apparently  because  the  Chinese 
did  most  of  the  compromising.  "They 
came  down  considerably  from  the  strato- 
spheric levels  they  were  proposing  a  year 
ago,"  says  Paul  T.  O'Day,  deputy  assis- 
tant secretary  of  commerce  for  textiles 
and  apparel.  In  fact,  says  Huang,  "Our 
original  proposal  was  30%  below  what 
we  actually  shipped  in  1979,  and  later  we 
reduced  it  by  another  25%."  So  the  pros- 
pects for  an  agreement  may  be  a  little 
better  next  time.  But  it  probably  won't 
give  the  Chinese  much  of  the  U.S.  textile 
market,  no  matter  how  pressing  the  rea- 
sons for  U.S. -China  international  politi- 
cal cooperation. 

At  bottom,  that  may  be  what  the  Chi- 
nese can't  understand.  If  the  U.S.  wants 
to  sell  China  capital  goods — let  alone  if  it 
expects  China  to  restrain  North  Korea  or 
back  up  the  Olympic  boycott — why 
doesn't  Jimmy  Carter  order  the  textile 
industry  into  line?  Alas,  it  doesn't  work 
that  way  in  the  inscrutable  West.  That's 
another  sector.  ■ 
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They're  starting  to  say  that 
IBM  is  over  the  hill.  Don't  bet 
on  it.  There  is  more  going 
on  here  than  shows  up  on 
the  profit  statements.  IBM  is 
transforming  itself  on  a 
grand  scale — too  grand, 
perhaps,  for  many  investors 
to  comprehend. 


IBM: 
The 

empire 
strikes 
back 
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IBM  Chairman  Frank  T  Cary 

Life  is  much  more  fun  when  you're  driving  a  steamroller. 




FORBES,  JUNE  23,  II 


By  Harold  Seneker 

just  three  years  International 
asiness  Machines  Corp.  ran 
trough  some  $4  billion  in  cash  and 
)orrowed  $1  billion  in  the  first  bond 
lg  of  its  history.  It  announced  prod- 
it  couldn't  deliver,  and  delivered 
cts  it  couldn't  support  with  neces- 
ervices  and  software.  IBM  is  in  the 
of  an  apparently  self-inflicted  earn- 
decline  from  the  superaggressive 
g  of  its  medium-size  computers, 
!00  series,  and  a  breathtaking  80% 
in  memory  prices, 
h  all  this,  IBM  earnings  slipped  last 

0  $5.16  a  share  from  $5.32  the  year 
.  Its  stock,  down  30%  from  last 
high,  has  shed  $15  billion  in  mar- 
ilue.  At  its  recent  price,  55,  IBM 
3r  a  lower  multiple  of  earnings  and 
idends  than  at  any  time  in  recent 
y,  even  including  the  bottom  of  the 
panic.  (Who  would  have  expected 

IBM  at  under  1 1  times  earnings 
elding  6%?) 

v  1980  is  shaping  up  as  another 
»cre  year.  First-quarter  earnings 
Dnly  pennies  better  than  the  same 

1  last  year  and  the  diminished  prof- 
gins  are  likely  to  continue  through- 
e  year. 

the  old  story.  The  young  champion 
ecome  tired,  overweight  and  out- 
d  by  a  host  of  hungry  newcomers. 
tune  magazine  recently  suggested, 
don't  bet  on  IBM's  decline.  A  two- 
Irive  from  Wail  Street  to  IBM  head- 
:rs  in  Armonk,  N.Y.  takes  you  to  a 
different  view.  Talk  to  Frank  T. 
IBM's  chairman  and  outgoing 
and  you  get  an  angry  rejoinder: 
read  a  lot  of  that  sort  of  thing,  and 
it  absolutely  ridiculous.  Absolutely 
lous!  Some  of  it,  I  think,  was  self- 
g  on  the  parts  of  analysts  who  were 
;  in  their  forecasts  and  are  holding 
ountable  for  their  being  wrong." 
s  was  a  studied  outburst — IBM  nev- 
js  anything  without  long,  careful 
ought.  That's  what  the  critics  have 
>oked:  A  major  part  of  IBM's  appar- 
reakness  is  simply  the  inevitable 
f  an  unpleasant  long-range  strategy 
led  to  keep  the  giant  on  top  of  the 
's  greatest  growth  industry, 
u  have  to  put  IBM's  apparent  mis- 
and  miscalculations  in  the  context 
:onscious  and  deliberate  drive  to 
the  pace  of  technological  develop- 
to  its  limit,"  explains  Gideon 
er,  whose  Gartner  Group,  Inc.  is 
a  short  drive  away  from  Armonk 
senwich,  Conn.  The  group,  which 
les  computer  research  to  Dillon, 
&  Co.,  is  possibly  the  most  acute 
ell-informed  among  the  miniature 
igence  agencies  and  other  "D3M- 
iers"  that  have  sprung  up.  "They 
astening  a  transformation  of  the 
computer     industry,"  says 


Gartner,  "at  least  as  significant  as  the 
shift  from  punched  cards  to  internally 
stored  programs  in  the  late  1950s."  But 
to  understand  what  IBM  is  doing,  you 
have  to  understand  what  is  happening 
to  the  industry. 

The  transformation  started  without 
IBM,  with  the  advent  of  the  minicom- 
puter in  the  late  Fifties,  and  was  acceler- 
ated by  the  appearance  of  the  computer- 
on-a-chip  microprocessor.  In  the  old 
days,  computing  power  was  costly  to 
own  and  difficult  to  maintain.  You  had 
to  concentrate  it  in  a  single,  huge  ma- 
chine; house  it  in  a  computer  room  with 
carefully  controlled  temperature  and  hu- 
midity; hire  shifts  of  trained  acolytes  to 
attend  it  and  speak  to  it  in  the  arcane 
programming  languages  of  the  day  The 
main  customers  were  big  corporations, 
and  JEM  still  dominates  that  business 
utterly.  The  minicomputer,  introduced 
by  Ken  Olsen  and  his  Digital  Equipment 
Corp.,  at  first  seemed  a  small  oddity, 
useful  mainly  to  scientists  and  computer 
professionals,  that  could  be  safely  ig- 
nored. It  could,  at  first. 

But  as  the  price  of  computing  power 
dropped  and  machines  became  easier  to 
use  (more  "friendly,"  the  industry  says), 
it  made  more  and  more  sense  to  move 
the  computing  power  out  of  the  big 
"host"  computer  and  into  the  terminals 
and  other  peripherals — "bells  and  whis- 
tles," as  the  industry  calls  them.  Putting 


the  computer  where  the  problem  is  save  .' 
big  on  communications  costs. 

This  phenomenon  is  distributed  data 
processing,  and  it's  already  far  along. 
Paul  Arabasz,  manager  of  computer  in- 
dustry analysis  for  International  Data 
Corp.,  a  computer  market  research  firm, 
has  worked  up  some  illuminating  figures 
on  just  how  far  along.  "By  1975,"  he 
says,  riffling  through  reports,  "the  cost  of 
the  central  processing  unit  alone  was  still 
roughly  55%  of  a  typical  system's  cost, 
the  rest  being  terminals,  printers  and 
other  peripherals.  Now,  with  the  IBM 
4300s,  the  central  processing  unit  is 
down  to  about  35%."  Moreover,  systems 
with  large  central  processors  were  about 
85%  of  the  computer  market  in  1975. 
"They're  already  down  to  70%  now,  in 
dollar  volume,  and  we  estimate  that  will 
drop  to  50%  by  1984." 

Arabasz  is  talking  about  IBM's  main 
business.  It  is  declining  as  a  percentage 
of  the  data  processing  universe. 

It's  no  accident,  then,  that  IBM  rev- 
enues from  central  processing  units 
(as  distinct  from  complete  systems) 
continued  to  decline,  from  28%  of  U.S. 
revenues  in  1975  to  24%  last  year.  The 
rest  of  IBM's  $10.6  billion  in  the  U.S. 
was  from  a  growing  business  in  peripher- 
als, software,  services  and  from  typewrit- 
ers, copiers  and  other  office  equipment. 

Gideon  Gartner  uses  a  broad  definition 
of  the  data  processing  market.  He  in- 


Less  is  more 


IBM's  share  of  U.S. -based  companies'  shipments  of  computer  hardware  has  dropped 
since  1974,  from  61%  to  51%.  The  main  reason:  IBM's  strength  is  big  mainframe 
systems,  and  most  of  the  growth  is  now  in  the  smaller  systems,  suited  to  distributed 
data  processing.  These  smaller  systems  cost  much  less,  but  their  numbers  are 
mushrooming  enormously.  By  1984  they  will  earn  half  of  all  hardware  revenues. 
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IBM  never  does  anything 
without  long,  careful  fore- 
thought. That's  what  the  crit- 
ics have  overlooked:  A  major 
part  of  IBM's  apparent 
weakness  is  simply  the  inevi- 
table cost  of  an  unpleasant 
long-range  strategy  de- 
signed to  keep  the  giant  on 
top  of  the  world's  greatest 
growth  industry. 


eludes,  for  instance,  computer  services 
revenues  of  companies  like  Control 
Data,  which  rent  out  time  on  their  ma- 
chines. Gartner  figures  IBM's  share  of 
that  total  market  at  as  little  as  40%  now. 
"And  I  expect  it  to  drop  more  this  year; 
it  could  go  as  low  as  38%." 

Thus  the  price  IBM  would  pay  for 
sticking  solely  to  its  traditional  main- 
frame business,  of  which  it  has  some 
65%  to  70%,  is  clear:  IBM  would  end  up 
controlling  only  a  relative  backwater. 

A piddling  Radio  Shack  "personal" 
computer,  if  you  buy  all  the  op- 
tions, can  now  be  pushed  to  per- 
form as  well  as  the  old  workhorse  IBM 
1401  computer  that  was  a  mainstay  of  big 
corporate  computer  rooms  in  the  early 
Sixties.  At  about  $4,000,  the  Radio  Shack 
computer  costs  less  than  the  older  ma- 
chine's annual  electric  bill  alone  would 
today.  The  cost  is  certain  to  keep  going 
down.  By  the  end  of  the  century,  the  most 
powerful  machine  IBM  offers  today,  at  $4 
million,  will  be  matched  for  a  mere 
$40,000  (in  constant  dollars,  of  course). 

Where,  then,  is  the  growth?  In  the  data 
processing  system  itself.  As  the  termi- 
nals get  smarter,  it  becomes  possible  and 
desirable  to  interconnect  them  with  one 
another  as  well  as  with  the  host  comput- 
er. Soon,  an  environment  of  interrelated 
devices  with  potentially  infinite  variety 
emerges,  in  which  the  total  "network" 
itself  becomes  the  product,  and  the  erst- 
while host  computer  only  a  part  of  the 
system.  "We  will  be  living  in  a  world  of 
separate  but  interlinked,  usually  small, 
information  appliances,"  predicts  Fred- 
eric Withington,  Arthur  D.  Little's  lead 
computer  industry  analyst. 

A  new  Minolta  "intelligent," />  com- 
puterized, copier  provides  Withington 
with  a  minor  illustration  he  likes  to  use: 
"By  itself  it's  just  a  copier;  put  a  piece  of 
paper  in,  get  a  copy  out.  But  it  can  also 
copy  an  image  on  a  digital  signal  sent  to 
it  through  a  wire  from  elsewhere.  Or  it 
can  combine  the  two  inputs  on  com- 
mand or  copy  the  image  from  the  digital 
signal  in  a  new  format  or  add  a  standard 


message  like  a  company  logo  stored  in 
the  copier's  memory  disk.  You  can  'cre- 
ate' on  it — get  something  out  quite  dif- 
ferent from  what  went  in. 

"Now  sit  it  in  an  office,  where  people 
have  machines  from  'smart'  typewriters 
all  the  way  up  to  the  big  terminals.  The 
technology  of  computer  printers  is  such 
that  they  are  expensive  and  likely  to 
remain  so;  so  you  hook  the  copier  to 
everybody's  machine,  from  secretary  to 
executive,  and  presto,  you  have  a  pooled 
office  printer  as  well  as  a  copier — and,  in 
effect,  a  fax  machine  capable  of  receiving 
images  from  other  offices  anywhere  in 
the  world."  His  point:  The  copier  gets  its 
value  from  being  part  of  a  network. 

Suddenly,  what's  important  is  provid- 
ing the  network — the  devices  for  con- 
necting into  it,  for  managing  it  and  most 
especially,  defining  protocols,  the  stan- 
dards and  formats  in  which  the  electron- 
ic impulses  are  arranged  so  they  will  be 
read  properly  by  the  communicating  ma- 
chines. This  provides  an  opening  for  a 
host  of  competitors. 

Let  Doug  Davidson  explain  it.  He's 
senior  vice  president  for  Mohawk  Data 
Sciences,  a  manufacturer  of  distributed 
data  processing  systems.  At  a  recent 
press  conference  he  remarked:  "If  you 
supply  the  network,  the  customer  is  tied 
to  your  unique  operating  standards,  your 
protocols  and  your  communications 
equipment.  Once  it's  in  place,  it  be- 
comes very  difficult  and  costly  for  him  to 
change."  This  is  an  exciting  fact  to  Da- 
vidson; IBM  built  its  success  on  that 
principle  in  computers — an  IBM  comput- 
er meant  IBM  software  and  IBM  service 
and  IBM  peripherals.  Nothing  else  would 
work.  Only  in  the  last  dozen  years  has  a 
clutch  of  "plug-compatible"  companies 
grown  up  to  offer  IBM  users  competing 
equipment.  Burroughs  has  done  the 
same.  Ditto  Sperry.  Ditto  Honeywell. 
Ditto  NCR.  Now  Mohawk,  all  of  1% 
IBM's  size,  just  might  do  the  same  thing, 
too,  thanks  to  networking. 

Mohawk's  network  system  is  called 
Worldwide  Integrated  Communications 
Service.  It  will  link  up  any  number  of 
Mohawk  terminals,  allowing  a  customer 
to  do  distributed  data  processing,  and  its 
employees,  from  executives  to  secre- 
taries, to  prepare  the  final  form  of  the 
text  of  anything  from  a  one-line  thank- 
you  note  to  the  annual  report.  The  net- 
work also  gives  them  an  electronic  mail 
service  on  the  same  equipment,  zapping 
messages  to  any  other  terminal  on  the 
network  far  more  quickly  than,  and  at 
least  as  cheaply  as,  the  Post  Office.  Mo- 
hawk, besides  managing  the  system  for  a 
fee,  will  supply  the  terminals  and  other 
equipment.  Naturally,  they  will  provide 
their  own  protocols,  too. 

That,  in  brief,  is  the  way  the  computer 
world  looks,  the  world  in  which  IBM  can 
be  counted  on  as  having  a  40%,  declining 
share.  Last  year  IBM  revenues  grew  8%, 


U.S.  computer  industry  revenues,  15^ 
20%.  Distributed  data  processing 
networking  are  growing  up  around  IB 
old  business  like  a  forest  of  young  t: 
growing  up  around  an  old  one,  eventu 
to  obscure  it. 

Take  a  short  view  of  the  situation 
you  can  make  a  case  that  IBM  is 
trouble.  But  that  is  to  ignore  IBM's  co 
terattack.  "You  can't  run  this  busir 
like  the  long-term  business  it  is,"  Frt 
Cary  emphasizes,  "with  five-  or  six-j 
product  cycles,  on  the  basis  of  quarter 
quarter  earnings  comparisons." 

As  early  as  September  1971,  C 
was  reporting  to  former  Ch 
man  T.  Vincent  Learson  his  c 
elusions:  "The  market  will  move  tow 
remote  computing  and  noncentral  | 
cessing  unit  equipment  will  be  a  con 
ually  increasing  portion  of  the  busine: 
Soon  after,  IBM  quietly  installed  a  pre 
type  "interactive"  system  at  the 
monk  headquarters  dubbed  AQUAR 
(A  Query  and  Retrieval  Interactive  U 
ity  System).  It  has  grown  over  the  yea 
IBM  now  has  a  vast,  international  r 
work  for  its  own  internal  use,"  says  T 
Crotty,  one  of  the  Gartner  Group's  a 
lysts  and  a  cofounder.  "All  the  brai 
offices  were  hooked  in  three  to  four  ye 
ago.  By  now,  they've  interlaced  all  tH 
branches,  depots,  headquarters  arovl 
the  world,  distribution  centers,  eve! 
thing — they've  bought  satellite  space 
handle  the  communications.  Almost: 
the  data  bases — the  files  and  accumi 
tions  of  knowledge — the  company  ne: 
to  run  are  on  there."  In  short,  it': 
corporate  nervous  system. 

In  1975 — when  mainframe  syste 
were  still  85%  of  the  computer  busine 
remember — IBM  introduced  "SN* 
Systems  Network  Architecture  is  a  m 
ter  communications  package  of  softw 
and  necessary  equipment  that  pulled 
gether  the  separately  developed,  incd 
patible  communications  schen 
worked  out  for  various  IBM  product  lii 
into  one  universal,  standardized  syste 
Shortly  thereafter,  IBM  started  bang] 
out  "smart"  terminals  in  volume, 
then  IBM  had  already  introduced  its  fil 
minicomputer  system.  The  Series/ 1  l\ 
guished  a  while,  but  last  year  IBM  e 
dently  got  the  hang  of  that  market; 
mini  revenues  jumped  to  $240  milli 
from  $80  million  in  1978. 

Now,  the  old  IBM-based  systems  ; 
still  pretty  powerful  products  in  th 
own  right.  Take,  for  instance,  the  one 
up  at  Hercules,  Inc.  in  Wilmington,  D 
CEO  Al  Giacco  is  still  excited  about  t 
small  terminal  that  stands  outside  1 
office.  "I  can  get  instant,  daily  reports 
all  the  basic  data  of  the  business  from  i: 
he  gloats  happily.  "Sales,  order  backloj 
shipments,  inventories,  expenses — t 
works — and  I  can  compare  them  to  pl^ 
I  can  get  them  broken  down  by  divisiq 
by  country — and  by  product  groups  al 
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idual  products!"  It  enables  him;  in 
to  run  his  $2  billion  chemicals 
any  virtually  like  a  one-man  oper- 
Hercules  still  uses  a  central  com- 
to  run  about  400  terminals  world- 
But  there  is  no  real  reason  any- 
why  Giacco's  terminal  couldn't  be 
rt"  enough  to  poll  the  other  termi- 
rrectly,  work  up  his  figures  for  him, 
ire  back  telegram-like  (only  faster) 
iges  from  him,  using  Hercules'  two 
:omputers  as  a  convenient  "switch- 
."  Soon  everyone  may  be  running 
isiness  like  that. 

:re's  more  at  IBM:  Two  new  small 
uters,  the  8100  and  the  System/38, 
signed  specifically  for  the  distribut- 
ta  processing  market.  Cary  is  par- 
rly  proud  of  the  38:  "It's  going  to  be 
E  the  best  products  we've  ever  had," 
asts  happily,  "because  it  is  so  easy 
le  customer  to  use."  It  is  highly 
sticated,  designed  to  make  commu- 
ons  simple  for  the  customer,  be- 
all  the  rationing  of  computer  space 
lessage  storage  and  relay  is  handled 
latically  by  the  system's  main- 
computer.  The  user  only  sees,  and 
leeds  to  know  how  to  use,  a  termi- 
»n  the  other  hand,  "The  8100,"  says 
"is  our  networking  product." 
:se  are  the  systems  that  didn't 
after  IBM  announced  them.  IBM 
was  infallible.  But  it  has  the  flexi- 
to  recover  fairly  quickly.  "The 
tional  software  didn't  work,"  Cary 
s.  "Our  people  underestimated  the 
llties  involved.  Things  are  settling 
now,  and  we're  getting  back  on 
ule.  It's  something  we  don't  like  to 
lappen,  but  it  does  happen." 
at  else  would  you  be  working  on  if 
ere  IBM  preparing  for  a  networking 
:?  Communications,  for  one  thing, 
las  for  years  been  hip-deep  in  Satel- 
isiness  Systems  (Forbes,  Apr.  14),  a 
zenture  with  Comsat  and  Aetna  to 
le  a  satellite  data  transmission  sys- 
:heduled  to  start  up  early  next  year. 
;ed  why  IBM  was  accepting  a  rela- 
poor  rate  of  return  from  this  ven- 
-14%  on  equity  m>.  the  20%-plus  it 
s — Dean  Phypers,  senior  vice  presi- 
of  finance  and  planning,  told 
is,  "Our  primary  thrust  was  tech- 
ical  advance,  and  we  regard  it  as  a 
ictory  return  within  that  context." 
i  means  IBM  will  have  several 
lead  time  playing  with  possibly 
nost  powerful  and  cost-efficient 
nission  technology  in  sight.  IBM 
i  have  regulatory  problems  control- 
common  carrier  like  SBS — hence 
le-third  interest — but  that  kind  of 
ledge  is  more  valuable  than  dia- 
s  to  a  company  like  IBM.  That's 
lunications  with  a  vengeance, 
t  would  want  a  position  in  office 
ment,  too.  Happily,  IBM  had  rev- 
of  $3.8  billion  worldwide  in  office 
ment  last  year. 


And  you'd  plan  to  gear  up  for  new 
products.  "Spending  for  plant  and  equip- 
ment was  up  35%  last  year,"  notes  Gid- 
eon Gartner.  "That's  not  counting  in- 
vestment in  machines  to  put  in  the  lease 
base.  That's  plant." 

"Most  of  the  competing  networkers," 
says  Withington,  "can  sell  equipment 
piecemeal  into  IBM's  customer  base,  but 
what  they  really  want  to  do  is  set  a 
standard  before  IBM  gets  there  and  does 
it.  They're  in  a  race  against  time."  IBM 
understands  very  well  the  value  of  con- 
trolling the  standards  and  still  has  the 


market  clout  to  achieve  that  control. 

Note  carefully  where  all  this  is  leading. 
Subtly,  IBM  appears  to  be  metamorphos- 
ing from  just  a  manufacturer.  In  the  end 
this  involves  not  simply  building  a  net- 
work on  order — though  undoubtedly 
IBM  will  do  plenty  of  that — but  becoming 
a  vast,  immensely  sophisticated  net- 
work. This  has  been  Gartner's  theory. 
There  are  a  lot  of  headaches  for  the  cus- 
tomer in  designing,  building  and  operat- 
ing his  own  network:  He  has  to  replan 
and  rebuild  when  his  needs  change;  he 
needs  to  have  excess  equipment  to  han- 


The  competition 


In  data  processing,  it's  no  longer  the 
machine  that  counts  but  the  system. 
IBM  sees  this;  its  competitors  see  it, 
as  well. 

Burroughs,  for  instance,  has  run  a 
major  international  network  for  a 
year  and  a  half.  "We  call  it  SWIFT," 
DuRay  E.  Stromback,  Burroughs' 
president  says  proudly.  "It's  the  big- 
gest network  in  the  world.  It  connects 
about  700  of  the  world's  largest  banks. 
They  run  it  as  a  nonprofit  organiza- 
tion, but  it's  all  Burroughs  staff  and 
Burroughs  equipment."  SWIFT,  the 
Society  for  Worldwide  Interbank  Fi- 
nancial Telecommunications,  does 
what  it  sounds  like.  It  is  based  in 
Brussels,  with  a  computer  center 
there  and  in  Amsterdam  for  Europe, 
and  another  in  Culpeper,  Va.  to  link 
up  Latin  America,  the  Far  East  and 
North  America.  These  centers  tie  to- 
gether data  fed  in  from  "concentra- 
tor" computers,  one  for  each  country, 
that  the  member  banks  plug  into. 
"They  can  make  any  bank  transac- 
tion anywhere  in  the  world,"  says 
Stromback,  "buy,  sell,  lend,  borrow — 
and  get  back  an  acknowledgment  in 
five  or  six  seconds.  Nobody  can  make 
money  on  the  float  anymore." 

For  small  companies  unwilling  or 
unable  to  build  and  run  their  own  net- 
works, there  are  now  commercial  net- 
works they  can  plug  into  with  their 
terminals  for  a  fee.  Tymshare,  a  small- 
ish (sales,  $200  million)  computer-ser- 
vices outfit,  offers  one,  dubbed  TYM- 
NET. General  Telephone  &  Electron- 
ics has  one  called  GTE  Telenet.  Both 
provide  worldwide  electronic  mail 
and  other  communications  services 
for  customers  and  are  registered  with 
the  FCC  as  common  carriers.  Control 
Data  has  one  not  registered  as  a  carri- 
er, called  Cybernet,  currently  provid- 
ing data-processing  rather  than  com- 
munications services. 

Xerox,  which  was  forced  out  of  the 
mainframe  business  by  IBM  several 
years  ago,  nevertheless  has  a  $1  bil- 


lion business  in  computer-related  of- 
fice equipment,  including  its  own 
minicomputers,  and  has  recently 
made  a  tie-in  with  Digital  Equipment 
Corp.  and  Intel  that  will  provide  the 
means  for  companies  to  set  up  inter- 
nal local  networks  within  single  build- 
ings or  close-built  clusters  of  build- 
ings. The  three  companies  are  making 
a  special  point  of  allowing  other  mak- 
ers to  license  their  network  system — 
anything  to  get  your  protocols  and 
equipment  out  there  in  the  field. 

Sperry  Corp.  is  looking  toward  a 
networking  future  as  well.  Its  Sperry 
Univac  division  provides  customers 
networks  of  their  own,  organized  by 
DCA,  or  Distributed  Communica- 
tions Architecture. 

Further  away  in  time  from  compet- 
ing, but  potentially  far  more  danger- 
ous, is  AT&T  The  phone  company 
already  possesses  the  greatest  com- 
munications network  on  earth.  The 
question  is,  will  the  regulatory  au- 
thorities let  it  compete  in  data  pro- 
cessing? When  a  secretary  types  an 
instruction  to  a  Minolta  "intelligent" 
copier  downstairs  or  across  town  to 
do  something  different,  is  she  com- 
municating or  doing  word  processing? 
The  answer  is,  in  a  word,  yes.  She's 
doing  both.  The  FCC  seems  willing  to 
wash  its  hands  of  the  mess,  but  the 
Justice  Department,  armed  with  a 
1954  consent  decree,  has  repeatedly 
sworn  to  take  its  vendetta  against  Ma 
Bell  to  court  first. 

Meantime,  AT&T  is  quietly  getting 
ready,  working  on  a  system  it  calls 
ACS— Advanced  Communications 
System — whose  keystone,  reports 
Frank  Kline,  newly  arrived  computer 
technology  analyst  at  Drexel  Burn- 
ham  Lambert,  would  be  "transpar- 
ency": the  ability  to  translate  the  sig- 
nals of  any  manufacturer's  computer 
or  computerized  gadget,  no  matter 
what  programming  language  it  is  us- 
ing, into  usable  signals  for  any  other 
manufacturer's  device.— H.S. 
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The  real  difference  is  that 
the  Japanese  government 
takes  a  real  interest  in  mak- 
ing (their  computer)  indus- 
try preeminent.  We  carry  a 
handicap  in  that  respect.  The 
U.S.  government  has  to  wake 
up  to  the  fact  that  the  U.S.  is 
just  one  competitor  among 
many  in  the  world. " 


die  peak  loads  which  raise  his  costs; 
downtime  can  be  disastrous  without 
costly  backups;  deciding  what  piece  of 
equipment  of  the  myriads  available  to 
add  to  the  system  is  a  big  nuisance;grow- 
ing  it  in  the  right-size  increments  is  dif- 
ficult; melding  equipment  horn  many 
different  suppliers  into  a  smoothly  func- 
tioning, integrated  system  is  never  easy 
in  any  technology.  It  would  be  nice  to 
link  up,  as  desired,  with  customers'  and 
suppliers'  networks.  Clearly,  there  will 
be  a  temptation  for  computer  users  to 
invest  only  in  some  IBM  terminals  and 
plug  them  into  the  sort  of  enormous, 
omnipresent,  infinitely  capable  comput- 
erized network  IBM  has  the  resources  to 
provide,  on  some  sort  of  fee  basis. 

This  strategy  would  accord  with 
IBM's  ways  of  doing  things  in  the 
past.  The  company  traditionally 
made  money  by  owning  the  assets — the 
punched-card  machines  and  electric  type- 
writers before  1950,  then  the  comput- 
ers^— and  leasing  them,  making  money  off 
the  leases  and  software  and  servicing  and 
hardware  all  "bundled"  in  one  monthly 
price.  Besides,  the  legal  obstacle  to  offer- 
ing computer  services  in  the  U.S. — the 
settlement  with  Control  Data  in  1973 — 
conveniently  expired  in  January  1979. 

How  about  it,  Forbes  asked  Cary,  are 
you  going  to  offer  a  network  service? 

"Yes,  we  are,"  said  Cary.  "It's  not  a 
question  of  whether  we're  going  do  to  it, 
but  a  question  of  when  and  how." 

After  Satellite  Business  Systems  is  up 
and  running,  supposedly  early  next  year? 
"Or  concurrently. 

"Actually,  there's  no  reason  we  even 
have  to  wait  for  SBS.  It's  just  a  question 
of  timing. 

"I  would  say  this  is  going  to  be  a  very 
important  part  of  our  business  in  the 
future.  These  kinds  of  services  are  very 
valuable  to  many  sorts  of  enterprises." 

It's  all  very  obvious,  really,  once  you 
look  at  it:  IBM  is  doing  what  it  has  done 
for  generations — letting  a  market  devel- 
op until  its  direction  is  clear  before  let- 
ting out  a  steamroller  carefully,  very 


carefully,  designed  to  flatten  everything 
in  sight.  It's  just  that  this  time  it's  on  a 
really  grand  scale — too  grand,  perhaps, 
for  investors  to  comprehend. 

All  this  groundwork  laying  is  expen- 
sive and  disruptive.  So,  the  drag  on  earn- 
ings is  still  there  and  the  recession  is 
already  making  inroads  on  computer  or- 
ders— computers,  after  all,  are  capital- 
goods  items,  and  customers,  as  Cary  not- 
ed, are  inclined  to  defer  or  cut  back  when 
times  are  tough.  Moreover,  the  new, 
powerful  "H"  series  computers  will  be 
costly  to  bring  out.  Gartner  speculates 
that  they  will  probably  be  a  series  of 
building  block  processors  in  two  or  three 
sizes  that  are  able  to  be  stacked  one  on 
the  other  to  make  ever  huger  machines 
in  several  carefully  graduated  sizes.  The 
first  machine  to  be  announced  will  prob- 
ably be  twice  as  powerful  as  the  biggest 
IBM  now  has.  Even  if  this  series  were 
announced  tomorrow,  the  logistics  of  the 
big-computer  business  are  such  that  it 
would  be  six  months  before  they  were 
shipped  in  significant  volume.  So  earn- 
ings this  year  are  already  shot.  Gartner 
estimates  earnings  at  about  $5.25  a 
share,  which  is  to  say  flat,  since  IBM 
earned  $5.16  a  share  in  1979. 

But  unless  IBM's  strategy  goes  serious- 
ly awry,  a  huge  earnings  surge  is  building 
up.  Sooner  or  later,  the  big  machines  will 
appear.  Meanwhile  the  incremental  in- 
come from  last  year's  leases — $1  billion 
or  so,  since  IBM  added  $4.2  billion  in 
1979  to  its  (typically)  four-year  lease 
base — will  continue  to  come  flowing  in 
like  a  big,  green  river.  The  old  big  ma- 
chines now  out  on  lease,  in  fact,  actually 
create  the  potential  for  highly  profitable 
sales  revenue  a  little  further  down  the 
track.  Harry  Edelson  explains  why:  "Sup- 
pose they  lease  a  $4  million  computer  for 
four  years.  They  give  the  end-user  a  cu- 
mulative discount  if  he  wants  to  convert 
to  purchase.  IBM  has  the  lowest  cost  of 
manufacture,  relative  to  price,  in  the  in- 
dustry by  far — about  25%.  So  it  has  cov- 
ered its  costs,  basically,  in  the  first  year 
or  so.  After  two  or  three  years,  the  cus- 
tomer has  accumulated  a  50%  purchase 
discount.  So  now,  say  IBM  decides  to 
have  a  fire  sale  when  the  Hs  come  out 
and  knocks  $1  million  off.  With  his  dis- 
count, that  means  the  customer  can  buy 
a  $4  million  machine  for  $1  million.  No- 
body can  resist  a  package  like  that.  But 
the  whole  $1  million  drops  straight  down 
to  IBM's  bottom  line."  Edelson  predicts 
an  earnings  surge  in  1982,  to  $8  per  share 
from  $6.50  in  1981. 

Moreover,  IBM  has  adopted — starting 
last  December — the  concept  of  across- 
the-board  repricing  for  inflation,  pre- 
viously almost  unheard  of  in  computers. 

In  1982,  presumably,  everything  will 
be  coming  together — end  of  recession, 
advent  of  Hs,  irresistible  fire  sales  on  the 
lease  base  and  increased  production  from 
the  huge  amount  of  plant  IBM  is  build- 


ing— some  8  million  square  feet  in 
past  two  years  and  8  million  more 
year.  (This,  together  with  the  mas 
$4.2  billion  addition  to  the  lease  b 
accounts  for  IBM's  huge  cash  needs. 

Will  things  go  according  to  plan?  C 
casts  a  long,  thoughtful  eye  over  the 
position,  sizing  it  up:  "There  are  a  ni 
ber  of  significant  trends  for  the  1981 
he  says.  "The  semiconductor  manu 
turers — the  Intels,  the  TIs — are  mo\ 
toward  integrating  into  computers, 
telephone  company  clearly  is  plannin 
get  more  broadly  into  data  process 
They  will  certainly  be  very  tough  corr 
tition  in  the  networking  area.  So, 
will  the  government  telephone  monc 
lies  in  other  countries.  .  .  . 

"And  the  Japanese  companies,  \ 
have  very  capable  people,  though  t 
will  probably  not  want  to  get  1 
networking  outside  Japan.  But  they  h 
very  good  equipment." 

It  is  clearly  Japan  Inc.  that  IBM  fc 
the  most.  Or  should.  The  late  Ch 
topher  Evans,  a  British  scient 
wrote  in  The  Micro  Millennium,  recer 
published  by  Viking,  about  a  1977  1 
cheon  with  the  vice  president  of  ont 
Japan's   largest   computer  compan 
"The  oil  crisis  and  the  various  shifts 
the  balance  of  political  and  econor 
power  .  .  .  meant  that  Japan  would 
unable  to  maintain,  let  alone  increase, 
standard  of  living  ...  on  such  arch 
means  of  making  money  as  selling  mo 
cars,  cameras,  tape,  recorders  and 
like.  The  solution  was  blazingly  unarr 
guous.  His  country  had  to  make  itself 
number  one  computer  power  of 
1980s  .  .  .  the  Japanese  government, 
consortium  with  industrial  investc 
was  injecting  about  $70  billion  into  i 
computer  industry  in  the  decade  19 
85.  By  the  end  of  1979,  $30  billion  of  tl 
will  already  have  been  invested,  and  i 
Japanese    thrust — whose   rewards  c 
must  remember  do  not  mature  imme 
ately — will  be  halfway  home." 

"Given  the  ability  of  the  Japam 
companies,"  allows  Cary,  "and  the  Ja] 
nese  government's  ability  to  organ: 
the  private  sector  to  achieve  natioi 
goals,  yes,  that  is  an  achievable  go 
provided  the  U.S.  fails  to  stay  compe 
tive.  The  real  difference  is  that  the  Jaj 
nese  government  takes  a  real  interest 
making  that  industry  preeminent.  \ 
carry  a  handicap  in  that  respect.  T 
U.S.  government  has  to  wake  up  to  t 
fact  that  the  U.S.  is  just  one  competil 
among  many  in  the  world. 

"The  Justice  Department  antitrust  sn 
seeking  to  break  up  IBM  is  an  anachi 
nism.  It's  completely  outdated  by  t 
marketplace  and  the  technological  rea 
ties  of  the  world  we  live  in.  But  it  tak 
time  for  Justice  to  realize  that." 

And  it  will  take  time  for  investors 
realize  that  some  of  the  company's  be 
years  may  still  lie  ahead  of  it.  ■ 
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"£eotdrand  water." 


If  you  like  fine  Scotch,  you'll  love 
light,  imported  Jameson  Irish. 

Try  a  glass  of  Jameson  Irish  the  way 
you  would  your  favorite  Scotch.  With 
water.  Soda.  On  the  rocks. 

You'll  notice  how  much  it  tastes  like 
fine  Scotch— only  lighter  and  more 


delicate. 

The  dedicated  Scotch  drinker 
will  instantly  appreciate  this  flavor 
difference. 

Though  it  may  take  a  little  time 
getting  used  to  saying,  "Jameson  Irish 
and  water,  please." 


Jameson.  World's  largest'selling  Irish  Whiskey. 
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"Engines  run  on  a  mixture  of  air  and  fuel.  Fortunately  air  is  free.  But 
unfortunately  natural  atmospheric  pressure  limits  its  supply,"  states  tc 
Audi  engineer  Franz  Hauk.'  This  poses  a  natural  limit  to  the  amoum 
of  power  that  can  be  extracted  from  a  given  displacement  before  an 
engine  simply  runs  out  of  air.  Making  an  engine  larger  will  increase 
power  but  this  will  necessarily  compound  the  inefficiency  inherent  t< 
'  any  naturally  aspirated  engine  design." 
Enter  the  impeller-turbine  wheel  -  key  component  of  the  new 
Audi  5000  Turbo  s  turbocharger. 

This  simple  device  makes 
horsepower  out  of  thin  air  for 
the  new  Audi  5000Tiirbo. 

uThe  turbine  wheel  fixed  to  the  left  of  this 
shaft  is  spun  by  an  unusual  power  source 
-exhaust  gases,  a  combustion  engines  waste 
\  product.  It  spins  the  impeller  wheel  on  the  right 
[  which  is  actually  a  fresh  air  compressor"  Under  peak 
J  engine  bad  and  rpm  the  impeller  will  deliver 
air  to  the  engine  under  pressure  of  up  to 
one-and-a-half  times  the  atmosphere  s. 
The  result  is  a  greater  volume  of  air 
and  a  near  30%  increase  in  power 
on  demand. 


T 

si 
tl 
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Franz  Hauk, 
Engine  Designer, 
holding  the- 
impeller-turbine 
wheel. 


there  only  when  you  want 
it.  But  there  is  more  to  the 

MW   .  1  Audi  5000 Turbo" We  set 

^^*^\  out  to  build  a  thoroughly ' 

f         \^JS22£~  refined  high  perfor- 
BW^WB^^Bgf  4  mance  luxury  sedan  This 

L^S^Wj  •  involved  developments 

_______ — — —     '     W^ffV   on  all  fronts.  From  the  dynamic 

safety  and  handling  built  into  its  front- 
wheel  drive  layout  to  the  thoughtful 
iry  and  convenience  of  its  interior,  my  colleagues  and  I  feel  we  have 
:eeded.  But  we  would  like  you  to  see  for  yourself." 
sche+ Audi:  Nothing  even  comes  close.  For  your  nearest  dealer,  call 
-free:  (800)  447-4700.  In.  Illinois,  (800)  322-4400. 


from  Colt  Industries 
helps  give  this  earthmoving  giant 
its  small-car  mobility. 


ional  Semiconductor  marketing  comput- 
is  a  little  like  a  supermarket  selling  design- 
asbions.  But  who's  to  say  it  won't  work? 


By  Kathleen  K.  Wiegner 


The  odd  couple 


tal  Semiconductor's  CEO  Charles  E  Sporck 

can  make  them  cheap,  but  can  they  learn  to  sell  them  well? 


Peering  out  his  Palo  Alto,  Calif, 
office  door,  National  Semiconduc- 
tor Vice  President  E.  Floyd 
Kvamme  sighs.  "I'm  just  not  into  all 
this,"  he  says,  gesturing  at  the  toe-deep 
carpet,  polished  wood  banisters  and  wa- 
terfall visible  through  the  lobby's  slid- 
ing glass  doors  that  look  out  on  a  min- 
iature garden. 

For  years  National  Semiconductor,  15 
miles  south  of  Palo  Alto  in  Santa  Clara, 
has  made  millions  in  the  silicon-chip 
manufacturing  business  by  pinching  pen- 
nies with  linoleum  floors,  bullpen-type 
offices  and  its  vaunted  low-cost  manu- 
facturing. Under  the  watchful  eye  of  its 
taciturn  Chief  Executive  Charles  E. 
Sporck,  National,  in  sales  of  semiconduc- 
tors, has  become  the  third-largest  maker 
in  the  U.S.  (after  Texas  Instruments  and 
Motorola,  but  excluding  IBM,  which  uses 
all  its  own  output).  National's  sales 
should  approach  $  1  billion  this  fiscal  year 
ended  May  31,  some  80%  of  that  coming 
from  semiconductors. 

So,  why  the  flashy  offices  for 
Kvamme?  He  inherited  them  last  Octo- 
ber when  Itel  transferred  its  Data  Prod- 
ucts division  to  National.  National  had 
little  choice.  Since  1977  it  had  been  man- 
ufacturing its  Advanced  Systems  com- 
puters, which  run  on  IBM  software,  but 
Itel  marketed  them  under  its  own  name. 
When  Itel  ran  into  money  problems  last 
summer,  National  was  sitting  with  $50 
million  in  computers  on  which  Itel 
couldn't  take  delivery.  National  had  to 
move  fast  to  take  over  Itel's  sales  force, 
service  organization,  customer  base  and 
a  line  of  big  Hitachi  computers  which 
Itel  was  marketing  in  the  U.S. — not  to 
mention  the  typically  posh  Itel  office 
that  Kvamme  now  occupies. 

Where  National  itself  is  minting  mon- 
ey in  its  shabby  quarters,  its  computer 
operation  will  lose  about  $20  million  pre- 
tax this  fiscal  year  in  its  posh  surround- 
ings, according  to  analyst  James  R.  Ber- 
dell  of  Montgomery  Securities.  Overall 
company  earnings  will  still  be  up  around 
46%,  to  $49  million  or  $2.50  a  share, 
because  National's  basic  semiconductor 
business  is  booming.  But  computers  will 
cost  the  company  an  estimated  50  cents 
a  share  this  year,  vs.  the  50  cents  they 
earned  last  year  when  it  was  just  a  manu- 
facturing operation. 

Can  National  Semiconductor,  which 
made  its  mark  efficiently  stamping  out  a 
commodity  product,  step  up  to  the  more 
sophisticated  art  of  marketing  full-blown 
computers?  It's  something  like  trying  to 
dress  a  Sears  catalog  shopper  in  Pierre 
Cardin.  So  far,  the  fit  is  awkward. 

Admittedly,  1979  was  not  a  great  year 
to  get  into  computer  marketing.  In  Janu- 
ary, IBM  surprised  everyone  by  pricing 
its  new  midrange  computers  much  low- 
er than  expected.   National  was  not 
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When  your  company 
works  hard  for  money  money  shoulc 
work  hard  for  your  company 


The  Chemical  Solution: 
ChemSphere  Consulting. 


ChemSphere  Consulting  puts  your  company's 
money  to  work  full-time. 

How  hard  your  company's  money  works  de- 
pends on  how  efficiently  you  collect,  use  and  disburse 
it.  ChemSphere  consultants  identify  and  analyze  your 
cash  management  problems,  then  give  you  objective, 
as  well  as  effective,  solutions.  So  night  or  day, 
whether  your  company's  money  is  here  or  abroad,  you 
know  how  to  make  it  work  hardest  for  your  company. 

ChemSphere  Consulting  solutions  are  already 
working  for  hundreds  of  organizations  worldwide. 

Companies,  financial  institutions  and  govern- 
ments around  the  world  are  already  profiting  from  our 
proven  cash  management  consulting  services.  And  so 
can  you,  no  matter  how  unique  or  complex  your  cash 
management  problems  are. 


A  team  of  consultants  that's  part  of  the  solution, 
not  part  of  the  problem. 

ChemSphere  cash  management  consultants  are 
experts  who  offer  you  a  broad  range  of  experience, 
from  banking  and  economics  to  finance  and  computer 
technology.  They  make  it  their  business  to  define  your 
cash  management  problems,  and  to  provide  objective 
solutions  tailored  to  meet  them. 

Tell  us  about  your  cash  management  problems. 
We'll  tell  you  about  the  Chemical  solutions. 

Mention  ChemSphere  Consulting  to  your 
Chemical  account  officer.  Or  write  W.  D.  Baird,  Jr. , 
Senior  Vice  President,  Chemical  Bank,  20  Pine  Street 
N.Y.,  N.Y.  10005.  Or  call  us  at  (212)  770-3600.  We'll 
tell  you  more  about  how  cash  management  problems 
disappear  with  the  Chemical  solution. 


CicmicalBaink 

Leader  in  worldwide  cash  management. 


al  Advanced  Systems  head  E.  Floyd  Kvamme 

e  computer  business,  unless  you're  20%  cheaper  than  IBM,  you  don?  get  in  the  door. 


in  the  scramble  to  cut  prices, 
mers,  uncertain  about  what  IBM 
i  store  for  its  new  large  comput- 
lich  is  due  sometime  next  year — 
led  to  leasing.  (Over  the  longer 
[easing  can  be  quite  profitable;  but 
gs  less  profit  to  the  books  in  the 
t  is  done  than  outright  selling 
Finally,  under  their  deal,  National 
[  over  to  Itel  any  profits  it  made 
en  October  and  December, 
nuch  too  early  to  tell  whether  Na- 
can  make  it  as  an  integrated  corn- 
company.  The  company  badly 
to  break  out  of  the  mundane,  low- 
1  world  of  chip  production  and 
into  big-time  electronic  products, 
lal's  competitors,  like  Intel  and 
Instruments,  are  all  moving  ahead 
heir  own  plans  to  be  more  than 
lakers. 

ional  has  successfully  broken  out 
ts  computerized  point-of-sale  ter- 
5,  a  market  in  which  it  is  well 
ished.  But  its  foray  into  calculators 
atches  in  the  mid-Seventies  cost 
impany  an  estimated  $11  million 
in  1977  before  it  severely  re- 
ed in  that  business, 
ional  had  seriously  considered  end- 
relationship  with  Itel  and  setting 
own  marketing  organization.  "We 
;reed  to  disagree  with  Itel  about  a 
sfore  the  merger,"  says  Kvamme,  a 


marketing  man  who  came  over  from  the 
semiconductor  side  to  head  up  the  newly 
formed  Advanced  Systems  subsidiary  in 
October.  "It  was  probably  greed  on  both 
our  parts.  Each  of  us  thought  we  were 
two-thirds  responsible  for  the  success  of 
the  other." 

What  Kvamme  has  been  painfully  dis- 
covering since  October  is  that  marketing 
computers  is  a  lot  different  from  market- 
ing semiconductors.  By  and  large,  semi- 
conductors are  commodity  products 
bought  primarily  for  price  and  quality. 
Not  so  computers,  where  an  IBM  deci- 
sion may  not  be  cheapest  but  is  usually 
safe.  "I've  talked  to  people  who  are 
spending  a  million  dollars  more  than 
they  had  to  by  buying  IBM,"  complains 
Kvamme.  "That's  incredible  based  on 
where  I  come  from.  In  the  parts  business 
you  are  intimate  to  the  cost  of  the  guy's 
product.  But  in  the  computer  business, 
unless  you're  at  least  20%  cheaper  than 
IBM,  you  don't  get  in  the  door." 

Nor  do  National's  skills  in  low-cost 
manufacturing  help  that  much.  "In  com- 
puters, manufacturing  is  only  25%  of  the 
cost,"  explains  Dr.  Handel  H.  Jones,  mar- 
ket researcher  for  Gnostic  Concepts. 
"National  has  no  expertise  in  the  50%  to 
60%  which  is  the  software,  support  and 
maintenance.  The  philosophy  of  the 
company  is  geared  to  manufacturing,  not 
marketing." 


In  computer  development,  National's 
record  is  spotty.  One  system  was  an- 
nounced and  then  scrapped  when  it 
could  not  match  IBM,  and  another  com- 
puter project  was  scratched  recently.  The 
big  Hitachi  machines — the  top  of  the 
line  of  what  Itel  formerly  marketed — are 
one  of  the  strongest  sellers;  but  how  long 
will  it  be  before  cautious  but  ambitious 
Hitachi  decides  to  do  its  own  marketing 
in  the  U.S.? 

For  now,  Kvamme  is  still  trying  to 
digest  what  his  company  bit  off  last  fall. 
Some  key  Itel  salespeople,  unable  to  ad- 
just their  cosmopolitan  San  Francisco 
living  standards  to  National's  uptight, 
cost-conscious  Silicon  Valley  mentality, 
have  left  or  are  reported  to  be  consider- 
ing a  change. 

"We  have  had  our  problems,  there's  no 
question  about  that,"  admits  Kvamme. 
"There's  also  no  question  that  we  have 
to  establish  ourselves  as  a  credible  com- 
puter manufacturer.  The  funny  thing  is, 
everyone  wants  us  to  succeed  but  they  all 
don't  want  to  buy  from  us.  I  guess  they're 
glad  there's  Daniel  Boone,  but  they  don't 
necessarily  want  to  go  to  Boonesboro." 
He  looks  around  his  wood-paneled  new 
office,  and  you  can  almost  hear  him 
wishing  he  was  back  pacing  the  bare 
floors  in  stripped-down  Santa  Clara.  "I 
don't  think  all  this  makes  you  more  effi- 
cient," he  says.  ■ 
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Kemper  Corp.  hopes  to  squeeze  past  what  could 
be  a  tight  time  in  property  and  casualty  insur- 
ance. How?  By  being  very  choosy. 


No  time  to 
take  chances 


By  Bob  Ibmarkin 


This  is  noi  a  scien<  E,  it's  an  art," 
philosophizes  Chairman  Joseph  E. 
I  uecke,  52,  t  he  detei  mined  chief 
executive  officer  of  Long  Grove,  111- 
based  property  casualty  insurer  Kempei 
Corp.,  winch  has  annual  revenues  of  $1.1 
billion.  "We  will  not  write  our  products 
,ii  .in  underwriting  loss."  Then,  a  mo- 
ment later,  shirt-sleeved  foe  Luecke  gets 
down  to  the  realities  of  the  business:  "I'd 
be  a  fool  to  tell  you  that  it  [price-cutting] 
doesn't  go  on.  There's  a  lot  of  slippage, 
and  the  best  you  can  do  is  set  the  tone 
from  the  top." 

Inflation  and  price  cutting  arc  threat- 
ening a  rate  war  that  could  bring  a  repeal 
of  the  property  casualty  industry's  disas- 
trous underwriting  years  of  L974  and 
1 9 7 s .  High  interest  rates  seduce  insurers 


into  underwriting  risks  at  cut  prices  for 
the  sake  of  investihle  cash  flow  that  the 
premium  dollar  can  generate  (Forbes, 
.y>r  ~fi).  Last  year  the  industry  as  a  whole 
had  an  underwriting  loss  due,  in  part,  to 
severe  winter  storms  in  the  Midwest  and 
hurricanes  David  and  Frederic.  Kemper's 
loss  amounted  to  $17.9  million  com- 
pared with  a  $5  million  underwriting 
profit  the  previous  year.  That  was  a 
swing  of  nearly  $24  million,  though  a 
higher  investment  yield  from  Kemper's 
portfolio  more  than  balanced  it,  resulting 
in  property-casualty  earnings  of  $52  mil- 
lion, up  6.5%  for  the  year. 

Despite  a  relatively  mild  winter,  the 
trend  continued  into  the  first  quarter  of 
this  year  as  Kemper  posted  a  $10.7  mil- 
lion underwriting  loss.  However,  invest- 
ment income  offset  the  loss,  enabling 
Kemper  to  end  up  with  operating  carn- 


Josepb  E  Luecke,  Kemper  Corp.  CEO  and  chairman 

Price-cutting?  "The  best  you  can  do  is  set  the  tone  from  the  top. 
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ings  for  its  property-casualty  businc  % 
$9.7  million,  a  15%  increase  ovei 
same  1979  period.  Total  company  t 
ings  for  the  quarter  were  up  14*^ 
$1.44  a  share  on  a  26%  increase  ini 
enues,  to  $302  million. 

Nevertheless,  from  his  teak-parity 
office  in  Kemper's  art-bedecked  Y 
quarters,  Joe  Luecke  calculates  the 
sons  why  a  steady  stream  of  under' 
ing  losses  means  eventual  doom  fcj 
insurer.  Such  losses,  he  says,  simph 
out  of  hand.  With  a  climbing  infh 
rate,  calibrating  those  losses  becc 
virtually  impossible.  He  explains:  "I 
tion  is  a  devastating  thing.  We  havi 
billion  in  losses  outstanding.  T 
losses  are  growing  with  inflation.  If) 
price  a  product  and  you're  wrong,  th 
hell  to  pay." 

So  Kemper  is  cutting  its  losses  wi 
business  has  been  marginal.  This  isi 
reason  the  company  recently  termin 
all  152  of  its  agents  in  New  Jersey  w 
business  was  slow,  hampered  by  gr 
standing  state  regulators. 

To  pick  and  choose  where  it  warn  npt 
do  business,  Kemper  relies  heavily  o 
five  regional  companies,  each  of  w 
restricts  its  business  to  a  few  states. 1 
regional  strategy  helps  Kemper 
some  problem  areas  that  beset  othej 
tional  carriers.  For  instance,  Kerj 
stays  out  of  areas  that  are  historically 
heaviest  by  storms.  The  regionals 
shun  states  where  regulation  is  bur  p 
some  and  adequate  rates  hard  to 
Iowa  Kemper,  for  example,  sells  in 
ance  mainly  in  Iowa  and  avoids  Mn 
sota,    Wisconsin    and    Illinois,  w, 
Kemper's    Sequoia    Insurance  Co 
Menlo  Park,  Calif,  sells  only  in  rural 
small-town  areas  within  the  state, 
strategy  appears  to  be  working,  since 
regional  companies  had  undcrwri  up 
profits  for  all  of  last  year  and  into 
first  quarter. 

At  the  same  time,  Kemper  has  tui 
to  writing  shorter-term  policies 
permits  rate  hikes  to  go  into  effect  nl 
rapidly.  For  example,  property-casui 
policies  that  were  written  for  three  y 
(with  a  discount  if  paid  in  advance)  H 
been  converted  to  annually  adju 
terms.  Automobile  coverage — 50% 
Kemper's  property-casualty  busine 
has  gone  exclusively  to  six-month  ter 

All  this  is  part  of  Kemper's  effort 
offset  the  cyclical  nature  of  its  prope 
casualty  business.  It  has  done  so  V 
some  success.  A  decade  ago  only  22'/ 
Kemper's  total  income  came  from 
side  its  property-casualty  area.  Today 
40%.  Last  year  Kemper's  operating  e 
ings  were  $6.82  a  share  with  $4.27  fi 
property-casualty.  The  rest  came  fi 
life  insurance  (24%  of  sales,  14%  of  p 
its);  reinsurance  (10%  and  17% 
money  market  funds,  asset  man; 
ment,  annuities,  health  and  safety  c 
suiting    (a    combined    6%  and 
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Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
ie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most  civilized  spirit. 

SSVVS.O.P 


S3  ^#v*  ^ 


HENNESSY  COGNAC.  90  PROOF:  IMPORTED  BY  SCHIEFFELIN  &  CO  .  N  Y 


per  poured  more  than  SI 00  million 
ipital  into  life  insurance  operations 
ne  year  to  compete  head-on  with 
>r  life  companies.  "As  the  new  boy 
he  street,  the  most  attractive  insur- 

was  term,"  says  Luecke,  an  avid 
is  player  who  likes  competition  on 
off  the  courts.  By  selling  mainly 
|  Kemper  has  sidestepped  the  poli- 
>an  drain  currently  squeezing  the  big 
le-life  insurers  like  Equitable  and 
:hwestern  Mutual, 
it  its  25%  interest  in  Gibraltar  Fi- 
lial Corp.,  the  big  California  savings 
loan,  is  another  matter,  at  least  for 
moment.  Last  year  Gibraltar  added 
ents  a  share  to  Kemper's  earnings. 

year  it  will  turn  in  an  estimated  loss 
cents  a  share. 

:mper  Corp.'s  parent  company  is 
ibermens  Mutual  Casualty  Co., 
ded  in  1912  by  James  Scott  Kemper, 
)4-year-old  patriarch  and  former  am- 
ador  to  Brazil  during  the  Eisenhower 
linistration.  Lumbermens  holds  55% 
;mper  Corp.  stock.  Luecke,  a  28-year 
iper  veteran  who  just  completed  his 

year  as  chief  executive,  is  the  first 
Kemper  to  head  the  company.  There 
rill  a  family-company  style  at  the 
Iquarters  on  a  1,000-acre  site  of  roll- 
nils,  ponds  and  an  18-hole  golf  course 
i  to  the  public.  "This  is  a  complicated 
,"  says  Luecke.  "None  of  this  diversi- 
ion  reflects  on  my  optimism  toward 
erty  and  casualty  in  the  long  run." 
i  far,  Kemper's  inflation  strategy 
i  right.  Since  1973  premium  and  oth- 
:venues  have  climbed  steadily  from 
>  million  to  $1.1  billion  last  year; 
its,  horn  about  S20  million  to  S83 
ion;  and  assets  from  S300  million  to 

billion.  (Forbes'  most  recent  annual 
rt  on  American  industry  ranks 
iper  first  among  property-casualty 
panies  in  five-year  sales  growth.) 
iper  maintains  a  comfortable  invest- 
it  posture  as  well:  Roughly  25%  of  its 
Is  are  concentrated  either  in  cash  or 
valent  and  its  bonds  are  concentrat- 
n  the  intermediate  range  with  an 
age  maturity  of  10  to  12  years, 
ow  about  the  recent  Miami  riots  and 
St.  Helens  catastrophe-  "We'll  have 
ss,"  says  President  James  W.  Har- 
;,  "but  they  won't  be  that  big."  Nei- 

Luecke  nor  Harding  argues  with  an- 
ts' expectations  that  1980  earnings' 
vth  will  be  in  the  5%-to-10%  range, 
t's  not  to  say  things  couldn't  still  go 
wile  in  riding  out  the  current  cycle, 
ding  sums  it  up:  "Even  though  I'll 
e  to  gulp  a  couple  of  times  in  the  next 
i  12  months  when  we  approach  the 
:om  of  the  trough,  by  the  last  quarter 
981  we  should  be  on  our  way  up."  But 
l,  Harding  concedes  he  is  no  prophet: 
predicted  at  last  year's  annual  meet- 
that  interest  rates  would  peak  in  the 
d  quarter  of  1979,  and  was  off  by  a  full 
months  ■ 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 
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New  Mint  Proof  Edition! 

1980  Adam  Smith 
TENPIECE 


available  thru  June  30, 1 930 


•  Contains  one-tenth  ounce  of  pure  gold 
plus  silver  and  copper. 


•  Exact  size  is.  diameter  .698  inches, 
finish  thickness  .042  inch  and  weight  is 
.115  troy  ounces 

•  A  U.S.  Mintage.  In  1979  we  produced 
over  200,000  gold  pieces,  making  us  the 
largest  gold  mint  in  the  U.S.A. 

For  immediate  quote  and  to  order  -  Call 

Toll  FREE  800-821-5648 

In  Missouri  Call  816  931-1629 
or  for  more  information  write 

GOLD  STANDARD  CORPORATION 

1129  West  41st  St.,  Kansas  City.  Mo.  64111 


OKLAHOMA  CITY,  OK 
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It  takes  more  than  advertising 
to  move  a  good  product. 


It  takes  packaging.  In 
fact,  75%  of  all  consumer 
goods  come  in  a  package. 

And  we're  the  people 
who  produce  the  containers 
that  protect  and  promote  the 
world's  best-selling  brands. 

You  name  it.  If  people 
buy  a  lot  of  it.  it  probably 
comes  in  O-l  glass, 
plastic,  corrugated, 
metal  or  composite 
packaging. 

Plants  In  Every- 
body's Backyard 

0-1  operates  more 
than  100  plants  from 
California  to  Maine. This 
nationwide  network  makes 
especially  good  sense  to  our 
large,  multi-plant  customers, 
who  can  count  on  local 
service  just  about  anywhere. 

Anywhere?  How  about 
Seville,  Spain.  Or  Sao  Paulo, 

O-l  is  a  leader  in  plastic  beverage 
bottles  —  with  exclusive  manufacturing 
processes. 


Brazil.  O-l  also  serves 
international  customers  from 


O-l  is  a  major  producer  of  corrugated 
boxes,  with  21  plants  from  coast 
to  coast. 


BANTERS 


few** 


O-l  is  also 
a  market  leader 
in  composite  cans  for 
snack  foods. 

facilities  in  23  countries 
around  the  globe. 

Customers  like  0-l's 
vertical  integration,  too. 
Our  million-plus  acres  of 
woodlands.  Four  container- 
board  mills.  And  an  assured 
source  of  plastic  resin. 

Fresh  Thinking  Is  Part 
Of  The  Package 

Creative  thinking 
comes  in  O-l  packaging, 
too.  Our  innovations 
include  the  new  Single 
Service  Plasti-Shield" 
soft  drink  bottle.  Clic-Locn 
child-resistant  closures. 
Ultrastak™  corrugated 
and  much  more. 

In  all,  we  hold  more 
than  4,000  packaging 


patents  worldwide.  And  we 
spent  more  than  a  half- 
biliion  dollars  in  the  70s 
on  research,  development 
and  engineering. 

Expanding  In  Foam 

One  of  our  most  drama- 
tic growth  areas  is  in 
expanded  polystyrene -the 
versatile  foam  plastic  so 
popular  for  food  and  bever- 
age containers 

Major  brands  in  fast  food 
and  vending  look  to  O-I's 
Lily  Division  for  leadership  in 
foam  technology.  And  a 
beautiful  line  of  plastic  and 
paper  containers  for 
everything  from  burgers  to 
dessert. 

In  short,  what  O-l 
packaging  can  do  for  a  brand 
makes  a  very  moving  story. 


Our  Lily  Division  keeps  the  fast  food 
industry  supplied  with  convenience 
packaging. 


We  have  what  it  takes. 


Ol 

OWENS-ILLINOIS 


Toledo,  Ohio  43666 


Few  industries  have  been  more  dismal  lately 
than  nuclear  power  or  electric  utilities.  So  ivhy 
is  Combustion  Engineering  doing  so  well? 

Four-fuel 
parlay 


By  Steven  Flax 

Prospects  for  the  electric  power 
companies  haven't  been  encourag- 
ing lately.  The  development  of  nu- 
clear power  is  on  hold.  Estimates  of  peak 
load  growth  for  the  period  1980-1990  are 
no  higher  than  an  average  of  3. 5% ,  half  the 
rate  of  yesteryear.  Many  power  plants  are 
deteriorating,  as  are  the  cities  they  serve. 
Even  at  today's  OPEC  prices,  synfuel  is 
treated  as  a  political  football.  So,  how  are 
things  going  for  that  major  supplier  to  the 
industry,  Combustion  Engineering  of 
Stamford,  Conn.?  Great.  C-E's  income 
was  up  2 1 .6%,  to  $97.6  million  in  1979  on 
$2.8billion sales.  Norwas  1979 some  kind 
of  fluke.  For  the  period  of  1975-79,  return 
on  equity  grew  from  12.6%  to  18.5%.  As  of 
Mar.  31,  1980,  the  company  had  a  backlog 
totaling  $3.03  billion,  about  a  full  year's 
worth  of  work,  comparing  favorably  with 
the  rest  of  the  industry. 

No,  C-E  doesn't  have  any  magic  for- 
mula for  bucking  the  downtrend  in  pow- 
er plant  expansion.  What  it  does  have  is  a 
boss,  Arthur  [.  Santry  Jr.,  who  had  the 
foresight  to  see  what  was  coming  and 
move  hard  and  fast  into  an  industry 
whose  prospects  were  brightening  even 
faster  than  power  generation's  prospects 
were  dimming. 

It  all  started  in  1976  with  the  $66.9 
million  acquisition  of  Gray  Tool  Co.,  a 
maker  of  wellhead  control  equipment 
and  systems  for  drilling  and  production 
of  oil  and  gas.  Gray  Tool  is  the  technolo- 
gy leader  in  equipment  used  on  very 
deep-zone  gas  wells  of  the  kind  being 
developed  in  the  overthrust  belt  of  the 
Rocky  Mountain  region,  for  high-pres- 
sure wells  in  Texas,  Oklahoma  and  Mis- 
sissippi, and  in  the  North  Sea,  where 
more  than  half  of  all  drilling  platforms 
use  Gray's  well  control  equipment. 
Santry,  age  61,  CEO  of  Combustion 
since  1963,  followed  the  Gray  acquisi- 
tion by  branching  into  other  related  en- 
ergy fields  with  the  acquisition  in  1977 
of  Vetco,  a  Ventura,  Calif. -based  offshore 


drilling  equipment  and  service  company. 
Another  subsidiary,  Natco,  is  also  in  off- 
shore drilling  and  is  the  leading  supplier 
of  equipment  used  to  stimulate  produc- 
tion of  untapped  reserves  of  heavy  crude, 
which  becomes  increasingly  important 
as  lighter  crude  gets  scarcer. 


Santry  of  C-E 

Growth  is  where  you  find  it. 


In  these  C-E  subsidiaries,  orders  for 
equipment  and  services  were  up  in  the 
first  quarter  some  60%  over  last  year's. 
This  year  they  will  account  for  close  to 
25%  of  C-E's  revenues  and  about  30%  of 
its  net  profit,  according  to  Kay  H.  Rear- 
don,  an  analyst  at  A.G.  Becker. 

In  addition  to  its  stake  in  petroleum 
drilling,  C-E  is  deep  into  refinery  work 
with  its  Lummus  Co.  subsidiary,  a  con- 
struction and  engineering  outfit  that  has 
been  in  the  fold  since  1957.  Proposals  for 


refinery  rebuilding  work  and  petroc 
cal  plant  additions  in  North  Amerie, 
a  very  high  level  and  rising.  Last  yej 
had  two  bids  out  for  refinery  work ,  sj 
weeks  ago  it  had  20  proposals  out  ai 
received  inquiries  for  60  others.  Lur 
owns  one  of  the  two  proven  techno 
that  upgrade  heavy  oils  to  make 
acceptable  as  feedstocks  for  petn 
and  petrochemical  processing.  Since 
refineries  were  designed  to  handle 
low-sulfur  crude,  currently  in  shi 
supply,  there's  likely  to  be  lots  of  i 
over  construction  so  the  older  refii 
can  handle  other  grades  of  crude, 
mus  is  also  in  a  $  1 . 1  billion  joint  ve 
with   Germany's   Thyssen  Rheir 
Technik  to  build  a  petrochemical  ] 
now  nearly  completed,  for  Iraq,  and 
ethylene  plants  for  China. 

Santry  is  putting  his  money  whei 
growth  is:  More  than  half  of  the 
million  capital  investment  addc 
planned  since  1 975  has  been  commit 
the  oil-service  sector.  Santry  says 
would  seriously  consider  acquiring  a 
managed  and  willing  energy-  or  reso 
related  company  of  significant  size. 

Santry  still  has  some  losses  to 
from  C-E's  nuclear  business.  The 
pany  has  built  8  plants  and  has  orde 
components  for  15  more.  Work  is 
ceeding  on  those  orders,  but  it's  a 
like  watching  a  glacier  move.  Thl 
conservative  accounting  and  using 
nuclear  shops  for  the  fabrication  of  ft 
fueled  systems  as  well,  C-E  has  repc 
ly  reduced  its  losses  on  nuclear  fron 
million  in  1977  to  $8  million  in  197 
addition  it  is  getting  some  revenue 
nuclear  fuel  fabrication. 

Unlike  some  of  his  compet 
Santry  refuses  to  give  up  on  nuclear, 
will  be  in  a  position  to  satisfy  th 
quirements  of  the  market  when  it 
come  back.  And  it  will." 

Further  in  the  future  C-E  will  be  i 
if  synthetic  fuels  from  coal  become  1 
ble  on  an  industrial  scale.  C-E's  Luir. 
is  currently  engineering  the  nation's 
commercial-size  coal  gasification  p 
a  $1.5  billion  project  in  North  Da 
powered  by  local  lignite  (brown  c 
Moreover,  a  C-E  de-ashing  process  i 
corporated  in  one  of  the  nation's 
coal  liquefaction  pilot  plants. 

Until  that  future  arrives,  C-E's  po 
plant  business  will  be  predomins 
coal-fired,  where  the  company  has 
nificant  expertise  and  market  leader: 
Revenues  there  have  continued  tc 
crease,  albeit  slowly,  and  backlogs 
running  well  over  $2  billion. 

In  the  first  quarter  C-E's  earnings  j 
up  16%,  to  $1.29  a  share,  and,  says  I 
don,  prospects  for  the  full  year — reces 
or  no — are  $6.80  a  share,  up  14%.  Tr 
no  sleepy  old  boiler  manufacturer  I 
technologically  advanced  company  w 
strong  foothold  in  the  greatest  grc 
business  of  the  1980s — energy.  ■ 
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How  to  coyer  more  territory 
by  covering  less  ground. 


A  salesman  on  the  road  is  likely  to  see 
e  road  than  sales. 

So  it  stands  to  reason  that  the  best  way 
et  your  sales  off  the  ground  is  to  get 
r  salesmen  off  the  ground. 
In  a  Beechcraft  business  airplane. 
Beech  has  put  together  a  packet  of  infor- 
ion  that  tells  you  not  only  how  you  can  get 
business  aviation,  but  why  you  should. 
It  isn't  glowing  rhetoric,  but  honest,  objec- 
facts  and  figures,  including  case  histories 
let  you  see  how  other  companies,  large 
small,  have  successfully  solved  the  same 
)lems  you're  facing  now. 
A  Capital  Recovery  Guide,  for  example, 
vs  how  the  net  capital  cost  of  a  Beechcraft 
be  a  lot  less  than  you  might  think.  And 
operating  costs  can  actually  be  less  than 
re  paying  now  for  travel. 
At  the  same  time  you're  increasing  both 
range  and  frequency  of  your  sales  calls. 
Covering  more  territory  becomes  less 


of  a  problem  when  you  don't  have  to  contend 
with  highways  and  the  high  cost  of  com- 
mercial travel. 

F  Send  for  your  free  Management  Guide 
to  Business  Aviation  in  the  '80's  and  get 
your  company  off  the  ground. 

Write  us  on  your  company  letterhead, 
and  we'll  send  you  everything  you  need 
to  decide  whether  your  company  can 
profitably  use  a  Beechcraft.  And  which 
Beechcraft  suits  you  best.  Write  to: 
3eech  Aircraft  Corporation,  Dept.  K2, 
Wichita,  Kansas  67201,  and  please^ 
mention  if  you're  a  pilot.  If 
you'd  rather  call,  call  collect 
and  ask  for  Dick  Schowalter,  Jr.,v 
(316)  681-7072. 

«5  Member  of  General  Aviation 
Manufacturers  Association 


he  Beechcraft  Duchess.  A  4-seat,  all  business  twin  that  combines  speed,  fuel  efficiency  and  Beechcraft  comfort.  Up  to  197  inph. 


Multiplicity  makes  for 
strength. 

Just  as  the  multiplicity  of  services 
offered  by  a  universal  bank  gives  it  its 
strength.  Be  it  export  financing  as  a 
supplier  or  buyer  credit  letter  of  credit 
confirmations,  syndication  of  major 
Euroloans  or  lead  managing  public  bond 
issues,  Deutsche  Bank  gives  even  the 
most  complicated  forms  of  international 
financing  the  strong  foundation  they 
need. 

Let  the  strength  of  universal  banking 
support  your  business. 
Come  to  Deutsche  Bank  or  call: 
New  York  (212)  940-8000 
Toronto  (416)865-0630 


Deutsche  Bank 


A  century  of  universal  banking 

Central  Office  Frankfurt  am  Mam/Dusseldorf  Branches  Antwerp.  Asuncion.  Brussels. 
Buenos  Aires.  Hong  Kong.  London,  Madrid.  Milan.  New  York.  Pans.  Sao  Paulo,  Tokyo. 
Representative  Offices  Beirut,  Bogota,  Cairo.  Caracas.  Istanbul,  Johannesburg.  Lagos. 
Mexico.  Moscow.  Nairobi.  Osaka.  Rio  de  Janeiro.  San  Jose.  Santiago.  Sydney,  Tehran. 
Tokyo.  Toronto;  Subsidiaries  Hong  Kong.  London.  Luxembourg.  Singapore 


How  can  you  earn  more 
fromyour  stocks  than 
they  earn  on  their  own  ? 


Merrill  Lynch  says, 
consider  your  options. 


Right.  Options.  Stock  options. 

You  can  earn  extra  income  on 
stocks  you  own— on  top  of  your  divi- 
dends—by selling  options  on  the 
stock.  The  option  buyer  pays  you  a 
premium  that  gives  him  the  right,  for 
a  given  period  of  time,  to  buy  the 
stock  at  a  predetermined  price. 

You  can  use  options  as  partial 
protection  against  a  market  decline, 
or  for  leverage  in  buying  additional 
shares  at  advantageous  prices. 
Obviously,  options  don't  guarantee  a 
profit;  but  they  can  be  a  big  help  in 
a  wide  range  of  investment  strategies. 

And  that  accounts  for  part  of 
the  reluctance  of  many  investors  to 
investigate  options:  their  very  versa- 
tility implies  complexity.  But  that's 
not  always  the  case. 

Actually,  the  hardest  part  of 
understanding  options  is  the  element 
of  time.  Unlike  stocks,  options  expire. 
So  you  can't  just  put  your  money  into 
them  and  leave  it  there  to  grow. 


A  breed  apart 

Timing  is  crucial.  You  have  to 
know  the  market  and  constantly  mon- 
itor both  the  options  and  the  underly- 
ing stocks. 

That's  something  Merrill  Lynch 
is  well  equipped  to  help  you  do. 
Merrill  Lynch  specialists  work  exclu- 
sively on  the  options  needs  of  our 
retail  customers.  They  keep  an  eagle 
eye  on  the  market.  They  generate 
actionable  ideas  and  timely  informa- 
tion. Each  day  the  market  is  open, 


they  wire  every  Merrill  Lynch  office 
an  Options  Analysis  Report  featur- 
ing opinions  on  the  most  overvalued 
and  undervalued  options  of  the  day. 

And,  most  important,  our 
options  specialists  are  instantly  acces- 
sible to  your  Merrill  Lynch  Account 
Executive  to  answer  your  questions 
on  options  and  help  develop  your 
portfolio  strategy. 

Options  may  or  may  not  be 
suitable  for  you.  But  if  vou're  willing 
to  explore  new  avenues  of  invest- 
ment, you  may  find  they  give  you  just 
the  flexibility  you've  been  looking 
for.  Find  out  more  about  the  rewards 
and  risks  from  "The  Merrill  Lynch 
Guide  to  Writing  Options"  and  the 
prospectus  of  the  Options  Clearing 
Corporation. 

We'll  send  vou  both  if  vou  call 
toll-free  800-223-1910  (in  New  York 
State,  call  800-522-5605).  Or  visit 
your  local  Merrill  Lvnch  office. 

And  find  out  just  what  vour 
options  are. 
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e  we  going  to  have  too  much  natural  gas? 
\  not  enough?  It  all  depends  on  which  ener- 
expertyou  talk  to  these  days. 

Natural 
gas  pains 


By  Carol  E.  Curtis 

N  ASSIGNING  PRIORITIES  tO  USerS  of 

natural  gas,  the  federal  government 
has  long  put  power  plants  at  the  bot- 
i.  Bureaucrats  reason  that  other  fuels, 
narily  coal,  are  cheaper  and  more 
itiful  for  electric  utilities  to  burn  in 
ers.  This  was  the  thinking  behind 
Fuel  Use  Act  of  1978,  which  prohib- 
existing  power  plants  from  burning 
after  1990,  and  prevents  new  plants 
n  burning  gas  as  their  main  fuel, 
lit  in  the  wake  of  an  improving  gas 
ply  situation,  many  in  the  industry 
starting  to  question  that  assumption, 
least  one  prestigious  new  study  con- 
ies that  by  1990  gas  supplies  will  be 
)le  enough  to  allow  utilities  to  burn 
ost  as  much  gas  as  they  do  now. 
We  think  the  government  will  re- 
id  the  Fuel  Use  Act,"  says  John  R. 
iher,  president  of  Houston-based  Pace 
Consultants  &  Engineers,  Inc. 
sed  on  logic,  they  should." 
l  1979  utilities  burned  about  3.5  tril- 
.  cubic  feet  of  natural  gas — 17%  of  the 
I.  Dosher  projects  that  by  1985  gas 
plies  will  be  large  enough,  and  stable 
ugh,  for  utilities  to  consume  3  trillion 
ic  feet.  By  1990  they  will  still  be  able 
urn  over  2  trillion  cubic  feet.  "There 
ist  no  reason  to  force  utilities  to  make 
isive  investments  to  convert  to  coal," 
iher  maintains. 

study  done  by  Pace  for  its  private 
nts  shows  that  through  the  year 
0,  total  U.S.  gas  supplies  will  range 
tfeen  20.5  trillion  and  21  trillion  cu- 
feet — about  the  same  amount  that 
U.S.  is  consuming  now.  But  because 
conservation  in  home  heating  and 
;r  priority  uses,  there  may  actually  be 
le  extra  gas  available  to  utilities, 
iher  predicts  that  this  will  enable  a 
fiber  of  utilities  to  drop  their  plans  to 
vert  from  gas  to  coal, 
he  study  cites  .three  reasons  for  the 
laround.  First,  the  increased  drilling 
:  has  resulted  from  gradual  deregula- 


tes Co.  President  John  R.  Dosher 


Is  Washington  ignoring  the  obvious? 

tion  of  gas  prices  has  produced  more  gas 
than  people  thought.  The  American  Gas 
Association  (AGA)  reported  in  May  that 
1979  additions  to  U.S.  gas  reserves  were 
14.3  trillion  cubic  feet,  a  12-year  high 
and  35%  over  1978.  Deep  gas  (below 
15,000  feet)  is  already  deregulated,  and 
the  frenzy  of  new  drilling  has  produced  a 
large  number  of  gas  finds  now  coming  on 
stream — meaning  domestic  production 
will  continue  to  increase. 

Conservation  is  also  causing  a  substan- 
tial reduction  in  the  residential,  com- 
mercial and. industrial  gas  sectors,  the 
Pace  report  points  out.  Residential  use  of 
gas  has  declined  13%  since  1971,  be- 
cause of  price  and  changing  consumer 
attitudes.  All  told,  conservation  is  re- 
sponsible for  cutting  gas  consumption 
1%  to  2%  a  year,  according  to  the  AGA. 

But  the  biggest  reason  for  optimism, 
the  Pace  study  says,  is  imported  gas  from 
Mexico.  In  1979  the  U.S.  imported  no 
Mexican  gas.  By  1985  Pace  sees  Mexican 


gas  imports  rising  to  at  least  1  trillion 
cubic  feet,  and  by  1990  to  1.3  trillion 
cubic  feet.  "Mexican  gas  could  become 
8%  of  total  U.S.  supply  by  1990,"  pre- 
dicts Dosher.  "The  potential  has  been 
perceived  by  hardly  anybody." 

The  Energy  Department's  Federal  En- 
ergy Regulatory  Commission,  which  reg- 
ulates gas  prices,  is  skeptical.  FERC  offi- 
cials agree  that  Mexico  has  enough  gas  to 
export  in  large  amounts,  but  they  say  the 
price,  now  $4.47  per  mcf,  is  prohibitively 
high  for  utilities.  Mexican  gas  also  has  a 
negative  political  impact,  according  to 
Walter  W.  Schroeder,  executive  assistant 
to  FERC  Chairman  Charles  B.  Curtis. 
"We  are  seriously  questioning  whether 
we  want  to  slip  into  a  position  of  depend- 
ence on  imported  gas,"  Schroeder  says, 
adding,  "Electric  utilities  will  never  burn 
imported  gas." 

Disagreeing,  the  Pace  study  argues 
that  Mexico  is  finding  so  much  gas  the 
country  will  have  to  export  large 
amounts.  Dosher  puts  Mexican  gas  re- 
serves as  high  as  300  trillion  cubic  feet, 
about  90  trillion  more  than  the  U.S. 
"Mexico  literally  cannot  absorb  all  of  its 
gas.  They  will  be  forced  to  go  into  the 
[U.S.]  market,"  he  says. 

Dosher  also  points  out  that  although 
Mexican  gas  is  now  priced  over  twice  as 
high  as  average  U.S.  gas,  it  is  still  cheaper 
than  imported  oil.  Also,  utility  gas  users 
pay  only  the  average  distribution  cost, 
not  the  high  imported  price. 

The  Pace  report  flies  in  the  face  of  at 
least  one  recent  report  on  oil  and  gas 
supplies.  The  Petroleum  Industry  Re- 
search Foundation,  Inc.,  an  oil-supported 
research  group,  says  natural-gas  use  will 
be  limited  by  available  supplies  through 
the  1980s.  In  its  study  titled  Oil  in  the  U.S.: 
Energy  Perspective,  the  group  says  that  be- 
cause of  short  supplies,  utilities  will  be 
cutting  back  on  their  use  of  gas  by  60% 
to  65%  over  the  next  decade. 

If  gas-consuming  utilities  had  a  choice, 
there  would  be  no  contest.  Though  coal 
is  cheaper,  natural  gas  has  long  been 
viewed  as  the  fuel  of  choice  from  every 
other  standpoint.  It  is  easier  to  transport 
and  comes  with  none  of  the  environ- 
mental headaches  that  continue  to  slow 
coal's  growth. 

So,  utilities  still  hope  the  government 
will  change  its  mind  and  reopen  the  gas 
spigots.  A  typical  case  is  Public  Service 
Co.  of  Oklahoma,  a  utility  now  80%  gas- 
fired.  Faced  with  the  federal  mandate  to 
get  off  gas,  the  company  has  adapted  one 
plant  to  burn  oil,  and  started  up  a  new 
coal-fired  plant.  But  it  is  not  resigned  to 
eliminating  all  gas-fired  units.  "We  are 
waiting  to  see  what  gas  we  can  hang  on 
to,"  says  a  company  spokesman. 

Another  big  gas  user,  Oklahoma  Gas  & 
Electric  Co.,  still  hopes  to  be  50%  gas- 
fired  by  1990,  despite  the  Fuel  Use  Act. 
Says  a  spokesman  for  the  utility,  "If  we 
have  to  build  replacement  unics,  we  will. 
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But  it  will  be  very  expensive." 

So  far,  there  is  no  indication  that  the 
Energy  Department  will  ask  Congress  to 
back  off  the  Fuel  Use  Act.  Says  FERC's 
Schroeder,  "A  short-run  improvement 
[in  supplies)  has  been  mistaken  for  a 
long-run  improvement.  I  don't  believe 
statistics  support  the  view  that  we  have 
turned  the  corner  on  gas  supplies." 

However,  many  oil  and  gas  producers 


say  they  are  finding  so  much  gas  that  if 
utility  contracts  dry  up,  they  will  have 
trouble  marketing  the  fuel.  Since  the 
price  of  deep  gas  has  been  free  from  con- 
trols, Blocker  Energy  Corp.,  a  IVi -year- 
old  drilling  and  exploration  company  in 
Houston,  has  expanded  into  a  $50  mil- 
lion-a-year  company.  Now,  Blocker  isn't 
sure  where  future  gas  customers  will 
come  from.  "Like  most  small  indepen- 


dents, we  have  more  surplus  gas  than 
have  oil.  But  utilities  were  told  no| 
burn  gas,"  says  President  John 
Blocker.  "So  they  are  not  tying  into 
as  fast  as  they  could.  Until  we  sign  tri 
contracts,  there  are  reserves  that  willl 
be  produced."  All  of  which  leaves 
situation  confused,  but  then,  as  far  as! 
energy  game  is  concerned,  what  s  ij 
about  that?  ■ 
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For  Panhandle  Eastern,  LNG  spells  trouble. 
Add  Algeria  to  the  mix,  and  the  result  is . . . 


Never 
a  dull  moment 


ichard  L.  O'Shields,  chairman 
and  CEO  of  Houston-based  Pan- 
handle Eastern  Pipe  Line  Co.,  is 
deep  into  geopolitics  these  days.  He's 
wondering  whether  the  socialist  bureau- 
cracy at  l'Enterprise  Nationale  Sona- 
trach,  the  Algerian  national  energy  com- 
pany, will  honor  the  20-year  contract 
they  signed  back  in  1975.  The  deal  called 
for  3.3  trillion  cubic  feet  of  liquefied  nat- 


ural gas  (LNG)  to  be  sold  to  Panhandle  at 
prices  tied  to  fuel  oil — now  $2.67  per 
million  BTUs — beginning  early  in  1981. 
The  prospects  are  very  iffy.  O'Shields  is 
dealing  with  an  unpredictable  gang  that 
no  longer  thinks  the  price  is  right. 

The  Algerians  have  already  reneged  on 
a  similar  LNG  deal  with  El  Paso  Co. 
They  tried  to  gouge  out  a  rate  increase  3 
times  the  agreed-upon  $1.95  per  million 


Panhandle  Eastern  Chairman  Richard  L.  O  'Shields 

Can  the  Lower  Tuscaloosa  Trend  offset  an  Algerian  welsh? 


BTUs.  The  U.S.  government  said  no; 
consumers  shouldn't  have  to  shou| 
the  burden  of  that  price  plus  heavy  tra| 
portation     and     processing  chari 
Miffed,  Algeria's  bosses  threatened! 
stop  all  LNG  exports  anywhere  in 
world.  O'Shields  had  planned  to 
about  165  billion  cubic  feet  of  gas  fr 
Algeria  a  year — or  about  17%  of  the  t  P 
lion  cubic  feet  he  needs  to  serve 
utilities  in  12  states  along  Panhand 
nearly  16,000  miles  of  pipeline. 

He  will  have  to  scratch  to  replace  tl 
if  the  Algerians  carry  out  their  threat, 
with  an  improving  supply  picture  in 
U.S.,  he  probably  could.  The  big  probl 
is  the  huge  capital  investment  Panhani 
is  making  in  LNG  tankers  and  termL 
facilities — $242  million  this  year  alo| 
Ultimately,  the  terminal  the  company 
building  at  Lake  Charles,  La.  alone 
cost  around  $430  million. 

If  there  are  prospects  for  more  natil 
gas  around  domestically,  why  is  Panh, 
die  going  the  LNG  route  at  all?  Becai 
back  in  1975,  when  the  deal  was  stru 
things  were  a  lot  different.  Then, 
U.S.  had  a  gas  shortage.  Domestic 
was  still  price-controlled  and  suppl 
were  drying  up.  Panhandle's  reser 
were  down  to  7.4  trillion  cubic  feet,  ba 
ly  half  what  they  had  been  in  1969. 
cause  of  conservation  and  increased  dr 
ing  since  deregulation,  additions  to  L 
gas  reserves  last  year  were  at  a  12-y 
high,  and  Panhandle's  have  been  rebi 
to  nearly  10  trillion  cubic  feet. 

O'Shields  spent  heavily  to  get  th< 
extra  supplies — altogether  he  has  inve 
ed  $500  million  in  leases  and  drilli 
since  1975.  Panhandle's  Anadarko 
Pan  Eastern  exploration  and  producti 
subsidiaries  now  have  2.7  million  ac 
under  lease  in  the  U.S.  and  Canada  ai 
36,000  offshore  in  the  Gulf  of  Mexii 
The  investment  is  paying  off:  30%  of  t 
exploratory  wells  in  1979  have  produc 
hydrocarbons. 

One  of  Panhandle's  best  bets  looks  li 
its  20%  interest  in  a  23,000-acre  Supe 
or  Oil  tract  in  Louisiana's  Lower  Tus< 
loosa  Trend,  one  of  the  current  hot  exp 
ration  regions  for  gas.  Analyst  John  Ry 
of  Houston-based  Rotan  Mosle  says 
this  tract:  "It  could  be  very  significa 
for  Panhandle.  Some  companies  drilli 
there  hope  to  find  half  a  trillion  cul 
feet  of  reserves." 

To  be  sure,  O'Shields'  policy  of  sprea 
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ds  risks — and  his  chances  for  suc- 
-by  taking  pieces  of  other  compa- 
action  hasn't  always  worked  out. 
[0%  of  Mobil's  Baltimore  Canyon 
ge  produced  no  gas  and  a  $34  mil- 
loss.  And  so  far,  his  diversification 
;oal — he  bought  the  Youghiogheny 
do  Coal  Co.  for  $78  million  in  stock 
76 — has  been  a  big  disappointment, 
almost  no  market  for  its  high-sulfur 
Panhandle  had  to  write  down  $17 
3n  last  year,  or  48  cents  a  share,  on 
alue  of  its  400  million  tons  of  coal 
fes.  But  O'Shields  hasn't  given  up 
>al.  He's  developing  a  150  million- 
ow-sulfur  coal  mine  in  Wyoming 
Peabody  Coal  Co.  But  that  so  far 
t  contributed  to  earnings, 
art  from  Panhandle's  nice  little 
ne  in  contract  drilling — about  7% 
Dfits  on  4.4%  of  the  company's  $2 
n  in  revenues  last  year — exploration 
jroduction  are  the  most  promising 
of  the  company  now.  That's  the 
r  reason  overall  earnings  were  up 
in  the  first  quarter  when  gas  pipe- 
;arnings,  half  the  total,  were  down 
because  of  lags  in  rate  increases  and 
lild  winter.  That  is  ironic:  Supplies 
s,  the  biggest  dark  cloud  in  1975 
.  O'Shields  cut  that  deal  with  the 
fans,  have  now  become  one  of  the 
st  bright  spots. 

less  Panhandle  has  to  take  a  corn- 
writeoff  on  its  Algerian  invest- 
,  analysts  are  predicting  Panhan- 
earnings  could  rise  to  more  than 
a  share  by  1983,  vs.  the  $4.01  it 
d  last  year.  But  the  company  badly 
i  to  get  that  Algerian  gas  into  its 
me  system.  Will  the  Algerians  hon- 
leir  Panhandle  contract  at  $2.67 
they  are  demanding  $6  from  El 
And  if  they  do  hike  the  price,  will 
J.S.  let  Panhandle  pay  it?  Who 
■s?  This  is  the  realm  of  politics,  not 
rniics. 

?ping  some  chewing  tobacco  into 
louth,  O'Shields,  a  53-year-old  pe- 
im  engineer  with  a  master's  degree 
Louisiana  State  University,  says  he 
s  the  Algerian  LNG  will  flow.  His 
dence  is  based  on  the  fact  that  the 
market  is  limited;  outside  the  U.S., 
France  and  Japan  now  can  handle 
pecial  cryogenic  tankers.  Besides, 
Jgerians  have  invested  $12  billion 
r  in  liquefaction  plants,  tankers, 
It  and  pipelines  at  their  end. 
:  so  far  they're  hanging  tough.  They 
refused  to  load  a  single  tanker  for  El 
for  example,  since  the  end  of 
h,  and  at  least  one  of  El  Paso's  cus- 
rs,  Columbia  Gas  System,  Inc.,  has 
o  reduce  gas  shipments  to  its  own 
mers.  A  great  deal  depends  on  Alge- 
nscrutable  and  often  erratic  govern- 
.  Dick  O'Shields  knew  that  when 
med  the  deal  five  years  ago.  But  at 
ime  there  didn't  seem  to  be  too 
'  choices.  ■ 
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In  the  decade  of  the  80  s,  Ameri- 
ca's need  for  nonferrous  metals 
is  expected  to  increase  at  a 
steady  pace.  As  the  world's 
largest,  most  diversified  custom 
smelter  and  refiner,  Asarco  is  in 
a  good  position  to  help  meet  the 
nation's  demand  for  copper, 
silver,  lead,  zinc  and  other  met- 
als. 

Many  mining  companies  do 
not  have  the  facilities  to  convert 
their  ore  into  metals.  To  service 
them,  and  to  process  the  ore 
from  its  own  mines,  Asarco 
operates  six  smelters  and  four 


refineries  in  the  United  States. 
Our  Amarillo,  Texas,  copper 
refinery  and  our  lead  smelter 
and  refinery  in  Glover,  Missouri, 
are  the  most  modern  in  the 
nation. 

In  terms  of  refined  metal 
production  in  1979,  Asarco 
ranked  first  in  the  U.S.  in  silver, 
second  in  copper  and  lead,  and 
fourth  in  zinc. 

For  more  information  on 
Asarco,  write  for  the  latest  copy 
of  our  Fact  Book.  ASARCO  In- 
corporated, 120  Broadway,  New 
York,  N.Y  10005. 
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Lockheed  knows  how. 


The  aircraft  you  see  above— the  SR-71  and  the  L-1011 
TriStar— are  worlds  apart  in  performance,  yet  each  represents 
a  significant  aerodynamic  advance. 

The  SR-71  flies  for  the  Strategic  Air  Command  —  higher, 
faster  than  any 
other  aircraft.  Look 
at  the  chines  on  the 
front  of  the  SR-71  at 
the  right.  Without 
them,  most  of  the 
"lift"  would  be  in 
the  rear— and  the 
aircraft  would  dive 
as  it  flew.  With  the  chines,  lift  also  is  spread  across  the 
fuselage,  helping  the  SR-71  to  cruise  over  2000  mph.  The 
SR-71  was  the  first  operational  aircraft  to  use  chines.  Now 
you  find  them  on  advanced  fighters. 

The  Aerodynamic  Fuel  Saver. 

A  unique  aerodynamic  advance  on  the  L-1011  TriStar  is  help- 
ing airlines  save  fuel.  Note  those  long  wings.  They've  been 


I 
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lengthened  nine  feet  since  the  L-101 1  first  flew, 

An  exclusive  system  of  computer-driven  Active  Contrc 
Ailerons  made  this  possible  without  costly,  time-consurr 
redesign.  Automatically,  they  work  in  flight  to  reduce  wi 
structural  loads,  decrease  drag,  produce  a  smoother 
ride  — and  save  enormous  amounts  of  fuel  over  the  life  o 
each  L-1011. 

In  the  future,  other  jetliners  will  have  Active  Controls, 
after  they  first  appeared  on  the  L-1011. 

The  Aerodynamic  Range  Stretcher. 

The  Navy  told  Lockheed  that  its  newest  fleet  ballistic  mi 
Trident,  must  have  twice  the  range  of  the  earlier  Poseidoi 
But  Trident's  overall  physical  dimensions  could  not  be  ar 
larger  than  Poseidon's. 

This  meant  Lockheed  had  to 
give  Trident  a  blunt  nose. 
(Poseidon  had  employed  a  sharp, 
aerodynamically  efficient  nose.) 
This  also  meant  more  aero- 
dynamic drag  — and  drag  works 
against  range. 

The  solution:  fool  Mother 
Nature.  Lockheed  engineers 
developed  an  ingenious  tele- 
scoping spike  that  extends  more 
than  four  feet  and  locks  into 
place  at  a  precise  moment  after 
Trident  is  launched. 

Instead  of  flying  through  the 
atmosphere  with  the  blunt  nose 
slamming  into  air,  a  small  disc 


ont  of  the  aerospike  diverts  airflow  and  creates  the 
lamic  illusion  that  Trident  is  bullet-shaped.  This 
long  with  other  advances,  enabled  Lockheed  to  meet 
y's  requirement  of  doubled  range. 

Viriifter  Afterbody  Champion. 

s  are  a  special  breed.  To  airdrop  large  equipment, 
ed  wide  rear  doors  that  create  a  flat,  two-dimensional 
.  To  provide  fast,  easy  loading,  their  cargo  decks  must 


iug  the  ground  — and  this  means  airlifters  need  a 
ipswept  fuselage  afterbody  to  let  the  tail  clear  the 
on  takeoff,  particularly  short  field  takeoff.  Both  the 
surface  and  upswept  afterbody  create  aerodynamic 
it  you  do  not  encounter  in  passenger  jetliners, 
zaused  the  first  great  airlifter,  Lockheed's  C-130 
;s,  to  have  10%  of  its  overall  drag  in  the  afterbody, 
linking  of  structural,  mechanical  and  aerodynamic 
'nabled  Lockheed  to  reduce  afterbody  drag  on  the 
great  airlifter,  the  C-141  StarLifter,  to  3%.  In  the  third 
rlifter,  the  huge  C-5  Galaxy,  Lockheed  engineers 
i  afterbody  drag  down  to  an  incredible  1%. 


The  Aerodynamic  Lift/Drag  Champion. 

In  aerodynamics,  lift  is  good,  drag  is  bad.  The  more  lift  and 
the  less  drag,  the  more  efficient  the  aircraft.  And  that's  where 
the  U-2  reconnaissance  aircraft  stands  out.  Those  long, 
slender  wings  give  it  the  highest  lift-to-drag  ratio  of  any 
operational  powered  aircraft  in  the  world.  But  there's  even 
more  to  the  U-2's  stellar  record.  The  wings  are  so  successful, 
in  part,  because  they  are  extremely  light  in  weight.  Manu- 
facturing those  feathery  wings  was  as  great  a  triumph  as 
designing  them. 


The  U-2  story  is  far  from  over.  An  advanced  version,  the 
TR-1  recently  entered  production  at  Lockheed. 

What's  next?  Lockheed's  past  and  present  record  says  new 
advances  are  coming,  in  many  forms  of  flight. 


Lockheed 


COMPUtm  AND  (OMMU 


THE  COMPUTER 

AND 


Mi  il»J  111*  W  K 


COMPANY 

that's  the  world's  #1  supplier 
of  INTELSAT  earth  stations: 


ii 


Developing  and  installing  a  superior  earth  station  for  international  satellite 
communications  requires  a  broad  spectrum  of  expertise.  By  integrating  computer 
and  communications  technologies  into  a  powerful  whole,  NEC  has 
emerged  a  world  leader  not  only  in  earth  stations  but  also  in  other  technology-intensive 
areas  that  impact  and  enrich  our  way  of  life.  This  unique  blend  of  capabilities 
has  earned  NEC  the  trust  of  customers  in  over  130  countries. 

♦  Source:  Survey  conducted  lor  the  U.S.  Department  of  Commerce  published  in  1976 
and  World  Telecommunications  II  published  in  1980  by  Arthur  D.  Little,  Inc. 


SEC 

Mippon  Electric  Co  Ltd 

Tokyo,  Japan 


res  no  such  thing  as  a  painless  recession.  Here  are  35  companies 
1  are  likely  to  feel  pain;  and  35  others  that  probably  won't. 


Who's  hurt, 
who's  not 


Statistical  Spotlight 


November  Forbes  published  esti- 
ated  1980  earnings  for  a  large  num- 
r  of  public  companies,  based  on 
Jones  &  Ryan's  Institutional 
>  Estimate  System.  But  views  have 
id  quite  radically  in  the  past  six 
is  and  literally  hundreds  of  corpo- 
irnings  estimates  have  been  scaled 


downward  by  analysts.  Using  the  Lynch 
Jones  &.  Ryan  service  again,  Forbes  here- 
with lists  35  companies  whose  earnings 
have  been  downgraded  most  by  analysts; 
and  35  others  where  analysts  have  raised 
their  estimates  dramatically.  Downgrad- 
ing is  common  in  savings  and  loan 
stocks,  autos,  auto  parts,  tires.  Upgrad- 

Downward  revisions 


ing  is  fairly  widespread  in  silver,  copper 
and  energy. 

A  word  of  caution:  There  are  fre- 
quently wide  variations  in  estimates  for 
the  same  company  by  different  analysts. 
The  figure  given  here  is  an  average  esti- 
mate. So  don't  attribute  too  much  preci- 
sion to  the  figures.  They  are  useful  nev- 
ertheless, past  experience  showing  that 
they  have  a  reasonably  high  degree  of 
predictive  value.  —Maria  Latorraca 


Earnings  estimates  for  these  35  companies  have  been  revised  downward 

Earnings  Price/ 

%  decrease  per  share  earnings 

in  analysts'     average  ratio 

estimates  of  analysts'  based  on  Number 


over  six 

estimates 

Recent 

1980 

of 

pany  (fiscal  year  ended) 

months 

1980* 

1979* 

price 

estimates 

estimates 

Industry 

raltar  Financial  (Dec) 

95% 

$0.11 

$2.12 

9% 

89 

8 

Savings  &  loan 

lity  Financial  (Dec) 

92 

0.22 

2.48 

7% 

35 

3 

Savings  &  loan 

es- Albion  (fuly) 

91 

0.14 

0.06 

7Vz 

54 

4 

Automotive  parts 

-(Dec) 

85 

0.43 

(2.50) 

17% 

40 

14 

Airline 

1  (Dec) 

82 

(0.02) 

9.75 

25  Vs 

def 

16 

Automotive 

eral  Automation  (July) 

80 

0.34 

0.45 

7 

21 

3 

Computers 

tern  Air  Lines  (Dec) 

78 

0.18 

2.99 

77s 

44 

11 

Airline 

tmoreland  Coal  (Dec) 

77 

0.41 

0.26 

25% 

63 

9 

Coal 

itable  Savings  &  Loan  (Dec) 

77 

1.19 

4.13 

17% 

15 

5 

Savings  &  loan 

;ral  National  Mortgage  (Dec) 

75 

0.81 

2.81 

16 

20 

7 

Finance 

incial  Federation  (Dec) 

74 

1.47 

5.34 

27% 

19 

5 

Savings  &  loan 

em  Air  Lines  (Dec) 

71 

0.3  i 

2.10 

8% 

29 

12 

Airline 

board  Marine  (Sep) 

70 

0.57 

2.00 

ll'/s 

20 

5 

Leisure  products 

t  Charter  Financial  (Dec) 

69 

1.11 

3.05 

15% 

14 

10 

Savings  &.  loan 

stone  Tire  (Oct) 

69 

0.47 

1.35 

7l/4 

15 

8 

Tire  &  rubber 

.  (Dec) 

61 

0.64 

0.94 

7% 

12 

7 

Electrical  equipment 

sey-Ferguson  (Oct) 

60 

1.00 

(2.38) 

8'/4 

8 

3 

Agricultural  machinery 

at  Western  Financial  (Dec) 

57 

2.00 

4.15 

21 'A 

11 

11 

Savings  &  loan 

Mimanson  (Dec) 

57 

2.39 

5.11 

23% 

10 

8 

Savings  &  loan 

ncial  Corp  of  Santa  Barbara  (Dec) 

57 

1.41 

3.14 

15'/2 

11 

6 

Savings  &  loan 

^NSOHIO  Financial  (Dec) 

56 

1.43 

3.43 

12% 

9 

3 

Savings  &  loan 

them  California  S&L  (Dec) 

52 

1.76 

3.40 

13 

7 

6 

Savings  &.  loan 

fornia  Microwave  (June) 

52 

0:63 

1.17 

11% 

19 

6 

Telecommunications 

ison  &  Sessions  (Dec) 

52 

1.80 

3.03 

8% 

5 

3 

Freight  car  equipment 

irotech  (Mar) 

50 

1.02 

0.19 

8% 

8 

8 

Pollution  control 

fiscal  years  ending  June  through  May  of  the  following  year,  def-deficit. 
»  lynch  Jones  &  Ryan,  Institutional  Brokers  Estimate  System. 
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Downward  revisions 


Earnings 

Price) 

%  decrease 

per  share 

earnings 

in  analysts' 

average 

ratio 

estimate's 

of  analysts' 

based  on 

Number 

over  six 

estimates 

Recent 

1980 

OI 

Company  (fiscal  year  ended) 

months 

1980* 

1979* 

price 

estimates 

estimates 

Industry 

Schlitz  Brewing  (Dec) 

50% 

3>u.  i  y 

t/ 1  7A\ 
3>(  1 .  /  4| 

8'/s 

43 

13 

Brewing 

Four-Phase  Systems  (Dec) 

AQ 

O  .  Zx 

/4 

1  A 
1  H 

1  9 
1  z 

Computers 

AM  International  (July) 

AU 

n  on 
u.yu 

1  fl7 

1  .UY 

1  7% 

1  1  /4 

ZO 

7 

L  LJ  U 1  \)1 1 1 L  1 1  L 

General  Motors  (Decl 

47 

3.15 

10.04 

46 

15 

16 

A  1 1  tomoti  Up 

Imperial  Corp  of  America  (Dec) 

A7 

2.84 

5.24 

ZZ  /4 

a 

o 

o 

o 

NH/inttc  fii  \t\'ir\ 
3dVlll^b  Cx  lOtil] 

MCI  Communications  (Mar) 

47 

0.41 

0.20 

7'/4 

18 

4 

Communications  network 

Cordis  (June) 

46 

1.52 

2.45 

22 

15 

5 

Medical  supplies 

Memorex  (Dec) 

44 

2.18 

3.91 

11% 

5 

3 

Computer  equipment 

Standard  Motor  Prod  (Dec) 

43 

1.71 

1.80 

93/4 

6 

5 

Auto  parts 

American  Quasar  Petroleum  (Dec) 

43 

0.45 

0.25 

28% 

64 

4 

Oil  &  gas  production 

Upward  revisions 

Earnings  estimates  for  these  35  companies  have  been  revised  upward 


Earnings  Price/ 


%  increase 

per 

share 

earnings 

in  analysts' 

average 

ratio 

estimates 

of  analysts 

based  on 

Number 

over  six 

estimates 

Recent 

1980 

of 

impany  (Fiscal  year  ended) 

months 

1  VoU 

1  070* 
1 V/ V 

price 

estimates 

estimates 

Industry 

Hecla  Mining  (Dec] 

235% 

$7.78 

$3.35 

26  V* 

3 

3 

Silver 

v^oinpuitr  r\uioiiiaiioii  |)unc| 

1  JO 

9  1  1 
Z.  lO 

19  1  31 
(Z.  Id) 

1  7 'A 

1  /  /4 

a 

o 

A 
*+ 

v^ompuiers 

rveiuiecoii  |i_^ec| 

1  D9 
1 

6  36 
D.jO 

3  Q3 

Zo  /8 

A 

1  C 

1  o 

iiiicgraieu  copper 

I  TV  m^rl 

i  ni 

1 U 1 

9  ^3 

Z.JO 

^  D9 

1U/8 

A 

c 

D 

Steel 

yo 

1  l.JO 

o.JO 

3A 

■3 
O 

i  n 
1  u 

Nonferrous  metals 

Texasgulf  (Dec) 

89 

6.64 

4.05 

38'/2 

6 

6 

Nonferrous  metals 

Inco  (Dec) 

87 

3.89 

1  CQ 

1  .Do 

■>  1 1/ 

ZZV2 

/_ 
o 

1  A 

14 

Nonferrous  metals 

Newmont  Mining  (Dec) 

86 

9.00 

7.05 

38  V* 

4 

16 

Copper  mining 

Phelps  Dodge  (Dec) 

77 

7.05 

5.06 

31 

4 

15 

Integrated  copper 

Global  Marine  (Dec) 

71 

5.52 

4.21 

533/4 

10 

8 

Offshore  drilling 

Earth  Resources  (Aug) 

60 

5.63 

3.05 

27% 

5 

4 

Oil 

Sabine  (Dec) 

53 

2.43 

2.19 

62 

26 

6 

Oil  &  gas  development 

Mitchell  Energy  &  Devel  (Jan) 

53 

2.25 

1.70 

29  Vi 

13 

9 

Oil  &  gas  production 

Ocean  Drilling  &  Explor  (Dec) 

50 

8.42 

4.20 

llll/» 

13 

10 

Offshore  drilling 

Reading  &  Bates  (Dec) 

50 

3.98 

3.06 

39% 

10 

7 

Offshore  drilling 

PSA  (Dec) 

50 

6.63 

5.06 

23 '/8 

4 

4 

Airline 

Engelhard  Minerals  &.  Chem  (Dec) 

50 

6.35 

5.32 

30'/2 

5 

10 

Metals 

Cannon  Mills  (Dec) 

47 

4.77 

4.06 

22 '/2 

5 

3 

Textiles 

Rowan  Cos  (Dec) 

42 

4.51 

2.67 

50% 

11 

6 

Offshore  drilling 

TRE  (luly) 

41 

3.09 

2.10 

233/8 

8 

3 

Aerospace 

Berkey  Photo  (Dec) 

40 

1.03 

0.53 

3'/8 

3 

3 

Photography 

Mary  Kay  Cosmetics  (Dec) 

39 

3.54 

2.62 

38% 

11 

4 

Cosmetics 

Royster  (June) 

39 

1.97 

0.40 

15'/4 

8 

4 

Fertilizer 

Husky  Oil  Ltd  (Dec) 

38 

1.18 

1.20 

125/8 

11 

3 

Oil 

IU  International  (Dec) 

38 

2.52 

1.91 

157/8 

6 

4 

Utility;  transportation 

Alexander  &  Baldwin  (Dec) 

37 

4.57 

3.76 

29'/2 

7 

•  6 

Cane  sugar 

St  (oe  Minerals  (Dec) 

36 

5.52 

3.46 

47  Vi 

9 

13 

Nonferrous  metals 

Alcan  Aluminum  (Dec) 

36 

5.54 

5.02 

ISVi 

5 

19 

Aluminum 

Union  Carbide  (Dec) 

34 

9.59 

8.47 

43 

5 

19 

Chemicals 

Pennzoil  (Dec) 

34 

6.72 

4.69 

395/s 

6 

9 

Oil 

Zapata  (Sept) 

32 

3.61 

2.27 

33 

9 

7 

Offshore  drilling 

Anixter  Brothers  (July) 

32 

3.63 

2.60 

30 

8 

6 

Electrical  equipment 

Dorchester  Gas  (Aug) 

32 

3.96 

2.84 

29% 

8 

5 

Natural  gas  production 

Pioneer  Corp  (Dec) 

31 

4.61 

3.57 

43 

9 

7 

Oil  &  gas 

VF  Corp  (Dec) 

31 

4.55 

3.90 

23 

5 

6 

Apparel 

'For  fiscal  years  ending  June  through  May  of  the  following  year. 

.Source:  Lynch  Jones  &  Ryan  Institutional  Brokers  Estimate  System 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

May  22, 1980 

10,000,000  Shares 

Gulf  Canada  Limited 

Common  Shares 

(Without  Nominal  or  Par  Value) 

The  Common  Shares  being  offered  are  presently  outstanding  shares.  No  part  of  the  proceeds 
from  such  sale  will  be  received  by  Gulf  Canada  Limited. 

0 f  the  1 0,000,000  Common  Shares,  6,500,000  are  being  offered  initially  in  the  U nited  States  and  countries  other  than  Canada. . 


Price  $23  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified  to 
act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Blyth  Eastman  Paine  Webber 

Incorporated 

Bache  Halsey  Stuart  Shields 

Incorporated 

Donaldson,  Luf kin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


Warburg  Paribas  Becker 

A.  G.  Becker 


Goldman,  Sachs  &  Co. 
Bear,  Stearns  &  Co. 
Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Salomon  Brothers 
Dillon,  Read  &  Co.  Inc. 
£.  F.  Hutton  &  Company  Inc. 
Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Shearson  Loeb  Rhoades  Inc.     Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Wertheim  &  Co.,  Inc. 


Dean  Witter  Reynolds  Inc. 


Of  the  10,000,000  Common  Shares, 3 ,500,000  are  being  offered  initially  in  Canada  by  a  Canadian  group  represented  by: 

Dominion  Securities  Limited  A.  E.  Ames  &  Co.  McLeod  Young  Weir  Limited 

Limited 


Report  from  GTE. 


How  w 

investmen 


Managing  money:  it  gets  tougher  all  the  t: 
Tough  for  the  investor,  to  make  the  proper  c 
sions.  Tough  for  the  broker,  to  come  up  with 
information  smart  investors  need,  quic 
enough  for  it  to  do  the  most  good. 

This  is  the  problem  GTE  confronted  sev< 
years  ago.  From  our  involvement  cam 
number  of  information-delivering  syste 
that  are  making  brokers  more  and  mi 
productive. 

We  have  now  combined  all  of  these, ; 
more,  into  a  single  system  that  is  on« 
the  most  comprehensive  and  efficient  dl 
handling  systems  ever  developed. 

Communications... 

Everything  starts  with  commu 
tions.  A  service  for  the  investment 
munity  is  no  exception. 

At  the  touch  of  a  button  our  G 
Financial  System  One  can  provide  si 
quotes,  customer  portfolios,  finar 
reports,  research  reports,  even  curi 
news  reports. 

And  all  of  this  information  is  at 


elp  the 

ommunity  invest 


■'s  fingertips,  flashed  on  the  screen  so  he  can 
e  investors  with  the  facts  immediately,  not 
i  costly  wait  while  he  searches  for  the  data 
lere. 

id  more  communications. 

i  is  a  two-way  communications  system.  It  can 
)ffice-to-office  messages,  for  instance.  Or 
ice  with  the  broker's  own  computer  to  trans- 
lers,  confirmations  and  account  data. 

for  the  future,  there's  a  whole  array  of 
>nal  communications  services  this  system  can 
grammed  to  provide. 


Communications 
is  our  business. 

Whether  we're  setting  up  a  comprehensive  pri- 
vate communications  network  such  as  is  involved  in 
our  brokerage  service,  or  serving  the  telephone 
needs  of  the  twenty-seven  million  Americans  who 
think  of  us  as  the  phone  company. . . . 

GTE  is  telecommunications.  And  a  great  deal 


more. 


here  today. 


so 

One  Stamford  Forum,  Stamford,  Connecticut  06904. 


3  Financial  System  One  isn't  just  a  gleam  in 
e.  It's  here,  today, 
gthe  needs  of  over 
rokerage  offices 
neir  clients  from 
York   to  Los 
es... helping  the 
oving  investment 
inity  move  even 


Statistical  Spotlight 


General  Motors  bit  the  bullet.  The  market  has 
already  decided  Ford  can't  be  far  behind. 

More  dividend  cuts 
on  the  way 


General  Motors  slashed  its  quarterly 
dividend  to  60  cents.  General  Motors  is 
in  much  better  shape  than  its  domestic 
counterparts.  Chrysler  eliminated  its 
dividend  in  1979.  The  market  has  al- 
ready recognized  that  the  current  Ford 
dividend  of  $1.00  per  quarter  is  unsus- 
tainable. That's  why  Ford,  at  its  recent 
price,  is  yielding  close  to  16%. 

Other  auto-related  industries  where 
dividend  cuts  seem  likely  are  auto  parts, 
and  tire  and  rubber.  The  slump  in  the 


housing  industry  has  jeopardized  the 
dividends  of  a  number  of  companies  in- 
volved in  building,  mobile  homes  and 
home  appliances. 

A  number  of  banking  institutions  also 
appear  on  our  imperiled  payout  list.  Most 
of  these  banks  have  come  under  severe 
pressure  because  of  one  or  more  of  the 
following:  paper  losses  on  bond  portfo- 
lios, disintermediation  and  large  long- 
term  commitments  at  low  interest  rates. 
It  is  possible  that  recent  developments — 


the  drop  in  interest  rates  and  the  up 
in  the  bond  markets — will  spare  mar 
all  of  these  banks  the  pain  of  a  divi< 
cut;  banks  more  than  industrial  coi 
nies  hate  to  cut  their  dividends. 

Analysts  are  scrambling  to  update  t 
earlier  earnings  estimates  for  1980^ 
67).  In  retrospect,  many  of  the  orij 
estimates  were  overly  optimistic.  Re 
ing,  too,  could  be  hard  hit  by  this  cons 
er-led  recession.  If  the  first-quarter  e 
ings  just  being  released  signify  a  tr 
dividend  cuts  are  also  likely  here. 

The  companies  below  are  vulnerab 
dividend  reductions.  Most  of  them  ei 
are  paying  out  50%  or  more  of  eamin 
an  abnormally  high  amount — or  ha 
record  of  cutting  dividends  previo 
this  past  decade.  Sometimes  both. 

A  good  many  companies,  of  coi 
will  be  able  to  maintain  their  payout, 
quite  a  few  will  be  able  to  increase  it. 
after  several  consecutive  years  of  rii 
dividends,  the  crop  will  be  very  m; 
this  year.— Steve  Kichen 


Imperiled  payouts? 


Dividend 

Most 

as  %  of 

recent 

Indicated 

latest  12 

Earnings  per  share 

Stock  price 

dividend 

1980 

months' 

latest 

52-week 

Current 

cut 

Company 

dividend 

earnings 

1979 

12  months 

recent 

range 

yield 

1 1  oth  w(i\ 
(lV/U-oU) 

Industry 

Akzona 

$0.80 

45% 

$2.10 

$1.77 

UVa 

17'/2-  7% 

6.9% 

1977 

Chemic 

AM  International 

0.28 

NM 

1.07 

(0.27) 

17% 

20  -12'/2 

1.6 

1974 

Office  equipmei 

American  Motors 

0.30 

24 

2.24 

1.23 

5'/2 

9'/2-  45/8 

5.5 

1975 

Automotn 

Arkansas  Best 

0.60 

120 

(0.21) 

0.50 

7% 

ll'/2-  6% 

8.1 

1975 

Truckii 

Arvin  Industries 

1.12 

56 

2.88 

2.00 

103/4 

15%-  9% 

10.4 

1975 

Auto  par 

Bird  &.  Son 

1.60 

63 

2.72 

2.53 

17Vi 

24'/2-15 

9.1 

Buildir 

Bormans 

0.20 

125 

0.16 

0.16 

3% 

6'/4-  2% 

5.9 

1971 

Groce: 

CertainTeed 

0.90 

80 

1.30 

1.13 

14'/4 

19'/8-liy8 

6.3 

Building  materia 

Collins  &  Aikman 

0.72 

55 

1.32 

1.32 

7'/2 

107s-  6'/4 

9.6 

1975 

Texti 

Federal  National  Mortgage 

1.28 

51 

2.81 

2.52 

16% 

i9%-ii% 

7.6 

Financ 

Fin  Corp  of  Santa  Barbara 

1.00 

35 

3.14 

2.87 

15'/2 

\9Vi-10V* 

6.5 

1972 

Savings  &.  loa 

Financial  Federation 

1.40 

28 

5.34 

4.93 

27 

40y4-203/4 

5.2 

Savings  &.  loa 

Firestone  Tire 

0.60 

NM 

1.35 

(1.111 

7 

13'/2-  6'/8 

8.6 

1979 

Tire  &  rubbi 

First  Chicago  Corp 

1.20 

47 

2.91 

2.53 

14'/8 

19'/4-10% 

8.5 

Ban 

Fleetwood  Enterprises 

0.52 

400 

2.01 

0.13 

6% 

10%-  5'/s 

7.6 

Mobile  home 

Ford  Motor 

4.00 

117 

9.75 

3.42 

25'/4 

44%-21'/s 

15.8 

1975 

Automoti\ 

General  Tire 

1.50 

61 

3.44 

2.44 

17 

267'«-12'/4 

8.8 

Tire  &  rubbe 

Goodyear 

1.30 

66 

2.02 

1.98 

12'/4 

17%-103/4 

10.6 

Tire  &.  rubbe 

International  Harvester 

2.50 

214 

12.01 

1.17 

26% 

45'/2-23 

9.4 

1971 

Trucks  farm  equi 

IPCO 

0.12 

41 

0.32 

0.29 

4% 

6%-  3'/2 

2.5 

1972 

Health  car 

Libbey-Owens-Ford 

2.35 

61 

4.80 

3.88 

20'/2 

287/s-19y4 

11.5 

1975 

Auto  pari 

Lukens  Steel 

0.80 

73 

1.44 

1.09 

12% 

i7'/4-ioyi 

6.3 

1980 

Stee 

McLean  Trucking 

0.64 

NM 

1.44 

(0.83) 

8% 

16V2-  7'/2 

•  7.4 

Truckin 

Mohawk  Rubber 

1.20 

126 

1.62 

0.95 

10'/4 

14%-  9^/4 

11.7 

Tire  &  rubbe 

Norlin 

1.60 

45 

5.21 

3.56 

17% 

25(4-17 

9.0 

1971 

Multicompan 

Ranco 

0.84 

38 

2.57 

2.24 

13 

23  -12'/2 

6.5 

1976 

Home  appliance 

Raybestos  Manhattan 

1.60 

89 

2.24 

1.80 

17% 

32V4-15 

9.0 

1971 

Auto  part 

RTE 

0.60 

97 

0.94 

0.62 

8 

1 1  %-  6I/4 

7.5 

1971 

Electrical  equi 

Skyline 

0.48 

59 

1.21 

0.82 

1 2 ' « 

13'/4-  8'/2 

4.0 

Mobile  home 

Valley  Industries 

0.40 

121 

0.53 

0.33 

6% 

9'/2-  5'/4 

6.0 

Stee 

Western  Air  Lines 

0.40 

30 

2.99 

1.34 

7Vi 

12-6 

5.3 

1976 

Airlin 

Zimmer  Homes 

0.36 

150 

1.19 

0.24 

6% 

107s-  4!/s 

5.3 

1975 

Mobile  home 

NM:  Not  meaningful 
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505.  THE  ONLY  CAR  IN  ITS  CLASS  "THAT  MAY  STILL  BE  IN  TUNE  WITH  THE  TIMES 
TEN  YEARS  FROM  TODAY'  -Autoweek 


The  new  505  from  Peugeot  is  truly 
a  car  that  doesn't  require  any 
compromises. 

From  the  sleek  lines  outside,  to 
the  brilliant  planning  inside,  the 
505  is  designed  for  today  as  well 
as  tomorrow. 

Everything  about  the  car  is  built 
for  the  driver.  The  perfectly  natural 
angle  of  the  steering  wheel.  The 
expansive  windshield  that  offers 
you  a  view  of  the  road  instead  of  a 
view  of  the  hood. 

The  appointments  are  superb. 

An  international  dashboard  (with 
simple  symbols  rather  than  words) 
lets  you  "read"  everything  at  a 
glance. 

The  placement  of  the  controls  is 
so  efficient  that  the  driver  has  merely 
to  gesture,  rather  than  move. 

For  the  driver  and  his  favorite 
passenger,  there  are  orthopedic 
bucket  seats  with  back  headrests. 


The  seats  adjust  to  any  position.  The 
headrests  adjust  as  well. 

There  is  more  than  enough  room 
—head  room,  leg  room  and  seat 
room— for  the  driver  and  four  pas- 
sengers. And  the  kind  of  interior 
space  that  doesn't  make  you  feel 
like  you've  been  "downsized!' 

The  ride  itself  is  outstanding. 
Compliments  of  a  European  sus- 
pension system  that  protects  you 
from  the  imperfections  of  the  road. 
And  thanks  to  Peugeot's  patented 
extra  large  shock  absorbers  which 
soften  the  bumps. 

The  handling  is  effortless.  In  this 
case,  the  tightness  of  the  car  lend- 
ing itself  to  the  ease  of  the  driver. 
(Power-assisted  rack-and-pinion 
steering  helps,  of  course.  So  do 
power-assisted  disc  brakes  on  all 
four  wheels.) 

The  505  Diesel  is  equipped  with 
a  4-speed  manual  transmission 
and  delivers  an  impressive  EPA 
estimated  35  mpg  highway,  and  an 
estimated  [29]  mpg.* 


The  505  gasoline  version  is 
equipped  with  a  5-speed  manual 
transmission  (combined  with  a 
Bosch  K-Jetronic  fuel  injection  sys- 
tem) to  make  it  one  of  the  most 
responsive  automobiles  you've 
ever  driven. 

Add  to  all  that  the  fact  that  at 
Peugeot  a  car  is  built,  not  merely 
assembled.  And  tested  individually. 

And  what  you  get  is  a  car  that 
isn't  just  right  for  ten  years  from 
now.  It's  right  for  all  the  years  in 
between. 

'Peugeot  505D,  manual  4-speed  transmission. 
Remember.  Compare  the  boxed  estimate  to 
the  estimated  mpg  of  other  cars.  You  may 
get  different  mileage  depending  on  how  fast 
you  drive,  weather  conditions,  trip  length  and 
condition  of  your  car.  Actual  highway  mile- 
age will  probably  be  less  than  the  highway 
estimate. 


PROGRESS.  NOT  COMPROMISE. 


"Now  you  can  own  your  own 
small-building  automation  systei 


Fred  Brengel,  President,  Johnson  Controls,  Inc. 


Why 


„  does  a  small  huilding  need  automation? 

For  the  very  same  reasons  large  buildings  need  it.  Buildings  as  small 
as  50,000  square  feet  have  the  same  systems  and  problems.  Heating, 
cooling,  ventilating,  firesafety,  security,  communications — all  these 
must  be  governed  24  hours  a  day.  Up  until  now,  the  only  reason  for  not 
having  automation  in  smaller  buildings  has  been  the  cost.  The  new 
Johnson  Controls  JC/85  computerized  building  automation  system 
runs  all  these  systems,  solves  all  these  problems  from  a  single  console. 
It  offers  small  buildings  management  functions  they  could  never  hope 
to  have  before.  It  gives  you  total  control  of  your  building. 


What  about  the  cost? 

You  know  what  happened  with  the  pocket  calculator.  The 
same  applies  here.  The  new  JC/85  system  costs  much  less 
and  does  much  more  than  systems  installed  just  a  few 
years  ago.  It  will  pay  for  itself— its  total  installed  cost — in 
two  years  or  less  in  energy  savings  alone.  That's  because 
the  equipment  costs  less.  Wiring  paths  are  shorter.  It  runs 
on  low  voltage.  And  you  can  locate  it  in  a  corner  of  your 
office. 


Is  it  easy  to  operate? 

That's  one  of  the  beauties  of  the  JC/  85.  It  doesn't  need 
an  operator.  All  it  needs  is  an  occasional  user.  It  actually 
teaches  the  user.  In  effect  you  can  walk  up  to  the  JC/85 
and  ask  it,  "What  can  you  do  for  me?"  Activate  the  AID 
mode  and  it  responds  in  plain  English  to  tell  you  what 
your  choices  are  and— step  by  step— what  to  do.  And  it 
displays  information  in  full  color  for  easy  comprehension 
Your  office  staff  can  run  it. 


What  about  obsolescence? 

The  JC/  85  isn't  just  a  "black  box.  ''  It's  a  system,  designed 
to  be  changed.  It  can  be  programmed  ahH  reprogrammed 
to  meet  any  and  all  control  needs.  You  can  start  by  using 
it  to  control  heating  and  cooling  and  save  energy.  Later 
you  might  link  it  up  to  the  building's  firesafety  system. 
Still  later  you  might  add  on  a  new  security  control 
system  or  reprogram  it  to  meet  a  new  Department  of 
Energy  regulation.  The  JC  85  grows  with  the  building. 
You  can  make  changes  without  even  shutting  it  down. 


What's  the  first  step? 

The  first  step  is  also  the  last  step  you  need  to  take.  Just 
call  any  one  of  Johnson  Controls  126  offices  across  the 
U.S.  and  Canada.  We  pride  ourselves  on  being  one  source 
that  does  all.  We  analyze  your  building,  recommend 
applications,  project  energy  savings,  supplv  all  equipment, 
design  and  install  a  customized  system,  calibrate  and 
check  it,  and  turn  over  the  key.  There's  just  one  other  thing 
you  can  do  now — send  for  our  free  booklet. 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-shared  Energ 
agement,  heating,  air  conditioning,  fire  management,  security,  communications  and  mechanical  maintenance.  ©  1980  Johnson  Contrt 
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This  free  brochure  gives  you  full  information  on 
how  you  can  gain  total  control  of  buildings  50,000 
square  feet  and  up  with  Johnson  Controls  new 
JC/85  building  automation  system.  Send  for  your 
free  brochure  today: 

Mr.  Fred  Brengel,  President,  Johnson  Controls,  Inc. 
Ref.  G-08,  Box  423,  Milwaukee,  Wisconsin  53201 

NAME  


TITLE 


COMPANY. 


PHONE 


STREET  ADDRESS 


he  total  control  company  Lj^-         -SIAIE-  _zip_ 


Congressman  Frederick  Richmond's  Walco  National  Corp.  pro\ 
that  there  is  very  good  money  to  be  made  from  being  disliked. 


The  profits 
of  rejection 


Walco's  former  chairman  and  half-owner,  Representative  Fred  Richmond  of  Brooklyn 
Being  incompatible  has  its  advantages. 


By  Beth  Brophy 

IF  you  haven't  heard  of  Walco  Na- 
tional Corp.,  you  may  want  to  keep 
its  name  in  mind  for  one  specific 
reason:  In  recent  years,  that  company 
has  been  buying  substantial  share  hold- 
ings in  a  number  of  other  companies 
that,  invariably,  choose  not  to  be  associ- 
ated with  Walco.  So  they  buy  back  their 
stock,  usually  at  prices  higher  than  what 
Walco  paid  for  it  in  the  first  place. 

Since  1977  Walco  has  bought  and  then 
sold  back  the  stock  of  such  outfits  as 
Vulcan  Inc.,  Bristol  Brass  Corp.,  Barber- 
Greene  Co.,  McNeil  Corp.,  Leesona 
Corp.  and  Reece  Corp.  Last  month 
Walco  filed  another  13-D  with  the  SEC, 
this  time  to  announce  that  it  had  bought 
71,200  shares,  10.2%  of  the  total,  of 
Standard  Coosa  Thatcher  Co.,  a  textiles 
company,  "for  investment  reasons." 

From  1977  through  1979  Walco  man- 
aged to  make  a  profit  of  $2.7  million 
pretax  from  sales  of  securities,  but  this 
fiscal  year  (ending  fune  30),  Walco  has 
managed  to  glean  more  than  $6  million 
pretax  from  the  resale  of  shares  in  other 
companies.  This  almost  matches  the 
company's  June  30,  1979  net  on  oper- 
ations, which  came  to  $7.8  million,  or 
$3.57  a  share,  on  sales  of  $155  million 
from  a  miniconglomerate  product  line 
including  buttonhole  machinery,  steel 
forgings  and  small  electric  motors. 

What  is  it  about  Walco  National  that 
turns  off  all  of  these  acquisition  pros- 
pects and  even  sent  one  to  a  merger  with 
a  presumably  more  attractive  rescuer? 

Congressman  Frederick  W.  Richmond 
(D-N.Y.),  56,  formed  Walco  in  1960  and 
in  1969  merged  it  into  National  Casket 
Co.,  ending  up  with  the  bulk  of  the 
stock.  He  acts  puzzled  and  says  he  has  no 
idea  why  Walco  is  so  unloved  by  those 
companies  it  invests  in.  "Walco,"  he  in- 
sists, "is  impeccably  run.  We  haven't 
been  involved  in  any  proxy  fights.  We 
had  no  premeditated  plan  to  profiteer." 
Richmond  and  a  foundation  he  controls 


hold  more  than  half  of  Walco's  shares. 
Until  1978,  when  he  resigned  to  conform 
to  congressional  outside-earnings  limits, 
Richmond  was  also  Walco's  chairman. 

John  Reece,  chairman  of  a  Walco  tar- 
get, Reece  Corp.,  can  tell  Richmond 
what  the  problem  may  be:  "We  have 
strong  objections  to  Walco's  reputation 
as  an  aggressive  acquisition-minded 
company,"  he  says.  Then  Reece  says 
Richmond's  1978  arrest  and  guilty  plea 
to  soliciting  sex  for  money  from  a  young 
black  man  and  an  undercover  cop  in 
Washington  didn't  help  either.  "Rich- 
mond is  not  somebody  our  organization 
feels  compatible  with,"  he  adds. 

James  Reidy,  treasurer  of  Bristol  Brass, 
explains  how  his  company  chose  to  liqui- 
date rather  than  be  acquired  by  Walco  in 
1979:  "The  big  thing  was  the  price." 
Clearly  Richmond  was  on  the  verge  of 
copping  a  bargain  if  Bristol's  board  found 
liquidation  better  for  shareholders  than 
taking  Walco's  $26  a  share. 

When  Walco  bought  447,600  shares  of 
Leesona  Corp.  for  under  $30,  the  textile- 


and  plastics-making  machinery  ma 
facturer  turned  for  a  friendlier  partne 
Britain's  John  Brown  &  Co.,  Ltd.  In 
process,  Walco  got  $40  for  its  shares 
an  estimated  profit  of  $4.4  million. 

Walco's  vice  president  of  finar 
James  Lynam,  denies  Walco  is  getl 
turned  down  by  all  these  companies  it 
been  buying  into.  "We're  just  taking 
investment  position,  not  making  an  o 
to  buy,"  Lynam  insists.  "When  ot 
companies  wind  up  buying  in,  it  me 
our  opinion  turned  out  to  be  right." 

Not  that  there  appears  to  be  any  rea: 
to  question  the  sagacity  of  Richmor 
stewardship  of  the  company.  It's  a  i 
sonably  thriving  earner,  its  shares  sell 
under  its  book  value  of  $22.52  and  it  I 
made  its  principal  shareholder  possi 
the  richest  member  of  the  House  w 
assets,  mainly  Walco  shares,  wo 
something  like  $23  million. 

What's  more  surprising,  given  his  le 
troubles,  is  that  Richmond  was  reelec 
to  a  third  term  in  1978,  and  so  far  . 
chances  this  fall  look  good.  ■ 
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Forbes 


JOHN  J.  BRENNAN 

Executive  Vice  President,  Quantum  Science  Corporation 

combines  an  academic  and  professional  background  in  the  engineering  and 
management  sciences  and  is  recognized  as  an  authority  on  both  the  technical 
and  business  implications  of  communications  and  computer-based  systems. 


Management  in  most  companies  are 
not  yet  aware  of,  nor  properly  taking  into 
consideration,  the  most  significant  de- 
velopment which  will  occur  in  the  informa- 
tion systems  and  services  industry  during 
the  1980s,  the  development  of  truly  inte- 
grated end-user  workstations.  These  de- 
vices will  evolve  beyond  the  office  of  the 
future  and  will  provide  "personalized" 
hardware  and  software  solutions  to  meet 
the  application  requirements  of  individual 
end  users. 

Made  possible  largely  by  concurrent 
technology  improvements  in  processing, 
storage,  communications,  input  and  out- 
put of  information,  integrated  workstations 
will  be  designed  to  support  all  or  most  of 
the  information  handling  needs  of  indi- 
vidual end  users.  They  will  integrate  data, 
text,  image  and  voice  handling  modules 
which  are  currently  supported  by  sepa- 
rate devices  such  as  telephones,  calcula- 
tors, typewriters  and  copiers.  Modular  in 
design,  they  will  incorporate  the  neces- 
sary hardware  and  software  features  to 
satisfy  varying  end-user  requirements  for 
information  storage  and  retrieval,  text  pre- 
paration, mathematical/statistical  calcula- 
tions, message  transfer,  and  interfaces  to 
internal  and  external  communcations  sys- 
tems. 

Because  of  the  growing  pervasiveness 
of  integrated  workstations,  corporate  and 
information  system  managers  must  now 
develop  their  current  plans  for  computer, 


communications  and  office  equipment 
and  services  within  the  context  of  a  truly 
distributed  information  systems  environ- 
ment. Decisions  on  the  selection  of  office 
systems,  applications  software,  text  and 
data  terminals,  distributed  processing, 
communications  networks,  timesharing 
services  and  even  personal  computers 
must  now  be  made  in  terms  of  widely  im- 
plemented integrated  workstations  at 
end-user  locations  throughout  corporate 
organization  structures. 

INTEGRATED 
WORKSTATIONS  ARE 
MULTI-FUNCTIONAL  DEVICES 

The  multi-functional  nature  and  applica- 
tion of  integrated  workstations  will  differ 
substantially  from  occupation  to  occupa- 
tion based  on  varying  end  user  require- 
ments. For  example: 

•  For  lawyers,  accountants,  and  corpo- 
rate and  financial  managers,  they  will 
primarily  provide  merged  text  and  data 
processing  and  file  access  capabilities. 

•  For  professionals  such  as  engineers 
and  architects,  they  will  provide  merged 
text,  data  and  graphics  functions. 

•  For  occupations  such  as  pharmacists, 
nurses  and  drafters,  they  will  provide  a 
comprehensive,  fully  integrated  in- 
formation processing  system  centered 
around  their  key  application  needs  of 
prescription  processing,  patient  care 


and  computer-aided  design. 

•  For  occupations  such  as  stockbrokers, 
credit  managers  and  insurance  agents 
their  primary  application  will  be  to  pro- 
vide dual-access  to  internal  corporate 
databases  and  external  private  or  pro- 
prietary databases. 

The  specific  level  of  hardware  and  soft- 
ware integration  required  for  each 
occupation  will  gradually  evolve  during 
the  1980's. 

The  corporate  manager's  workstation 
will  evolve  from  the  merger  of  the  function- 
al capabilities  of  separate  stand-alone 
devices  used  today,  such  as  telephones, 
calculators  and  desk  files.  Through  the 
addition  of  electronic  processing,  storage 
and  communications  components,  these 
will  develop  into  a  fully  integrated  work- 
station over  the  next  five  years.  The  hard- 
ware necessary  to  provide  these  capabil- 
ities will  include  a  variety  of  separate 
components  and  subsystems: 

•  An  output  display  for  soft  copy 

•  A  mini/microprocessor  for  local  pro- 
cessing 

•  Internal  storage  for  applications  and 
operating  software 

•  Removable  storage  for  personal  files 

•  A  printer  or  access  to  a  conveniently 
located  shared  printer 

•  At  least  limited  graphics  output  capa- 
bility 

•  A  voice  interface  capability  for  storage, 
recognition  and  control  functions 


IMPROVED  PRODUCTIVITY 
IS  KEY 

The  need  for  integrated  workstations 
will  increase  rapidly  in  the  1980s  as  the 
U.S.  economy  shifts  to  service  oriented 
industries  and  white  collar  employment. 
By  1985,  55.1%  of  the  104.3  million  per- 
sons in  the  U.S.  workforce  will  be  em- 
ployed by  service  oriented  industries,  ver- 
sus 52.4%  of  the  87.5  million  employed  in 
1976.  In  addition,  white  collar  employees, 
that  is  those  employed  in  managerial, 
administrative,  professional,  and  clerical 
and  sales  positions,  will  account  for  51 .2% 
of  the  total  in  1 985,  up  slightly  from  50. 1  % 
of  the  total  in  1976. 

While  these  shifts  in  employment  are 
occurring,  worker  productivity  growth  in 
the  U.S.  has  been  slowing.  Worker  pro- 
ductivity in  the  U.S.  grew  at  3.0%  per  year 
during  the  1947  to  1973  period  but  slip- 
ped to  under  2.4%  per  year  for  1973  to 
1980.  During  1979,  worker  productivity 
growth  in  the  U.S.  was  actually  negative 
and  while  it  turned  positive  during  the  first 
quarter  of  1980,  it  was  largely  due  to  con- 
tributions from  improvements  in  the  agri- 
cultural sector.  Productivity  growth  rates  in 
service  firms  and  white  collar  employees 
have  traditionally  been  less  than  half  of 
those  in  manufacturing  and  agriculture. 
Therefore,  the  need  for  productivity  aids 
such  as  integrated  workstations  will 
accelerate  in  the  1 980s  as  the  shifting  U.S. 
economy  strives  to  remain  competitive. 

DIRECT  COST  SAVINGS 

AND  EXPANDED 
INFORMATION  ACCESS 

In  addition  to  productivity  improve- 
ments, users  should  consider  other  impor- 
tant benefits  of  integrated  workstations. 
For  example: 

•  Improved  and  faster  access  to  corpo- 
rate and  proprietary  information  files. 

•  Improved  and  faster  dissemination  of  in- 
formation throughout  business  offices  in 
the  form  of  interoffice  and  intraoffice 
electronic  mail. 

•  Expanded  records  in  response  to  gov- 
ernment and  consumer  demands. 

•  Offsets  to  salary  and  overhead  costs. 
U.S.  salaries  will  continue  to  climb  at  8% 
to  12%  per  year  during  the  early  1980s 
and  possibly  thereafter.  In  contrast, 
technology  improvements  will  reduce 
information  processing  and  storage 
costs  at  a  rate  of  20%  to  30%  per  year 
through  1985. 
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Evolution  of  a 
corporate  manager's 
integrated  workstation 


•  TELEPHONE 

■  CALCULATOR 

.  MANUAL  FILING  SYSTEM 


WORKSTATIONS  IN  SMALL 
BUSINESS  ENVIRONMENTS 

Small  businesses  should  consider 
using  these  devices  in  order  to: 

•  Reduce  the  amount  of  time  spent  by  key 
individuals  (e.g.  the  proprietor)  on 
mundane  and  often  redundant  tasks 

•  Handle  larger  volumes  of  business 
without  expanding  support  staff  levels 

•  Eliminate  or  displace  existing  expendi- 
tures, such  as  bookkeeping  and  data 
processing  charges  from  CPA  firms  and 
local  service  bureaus 

•  Improve  management  control  of  the 
business  operation  through  access  to 
more  timely,  accurate  and  expanded 
information  files 

To  illustrate,  an  integrated  workstation 
in  a  pharmacy  could  automate  the 
prescription  processing  operation  and 
reduce  the  time  spent  on  this  task  by  more 
than  one  hour  per  day.  This  would  allow  a 
reduction  in  the  number  of  pharmacists 
needed  in  large  pharmacies,  while 
permitting  the  owners  of  small  pharma- 
cies to  spend  more  time  assisting  custom- 
ers and  managing  staff  personnel  Other 
direct  cost  savings  could  be  derived  from 
cutting  error  rates  for  third  party  billing 
with  insurance  carriers  and  government 
agencies,  thus  eliminating  losses  or 
delays  in  revenue  collections. 

Direct  cost  savings  alone  can  cost 
justify  the  installation  of  an  integrated 
pharmacy  workstation  with  a  2  to  3  year 
payback  period.  Other  important  benefits 
include  improvements  in  drug  inventory 
management,  prescription  pricing  con- 
trol, cash  flow  and  customer  service. 


PROFESSIONAL 
WORKSTATION  USAGE 

Technically  oriented  professionals  such 
as  engineers  and  research  analysts  have 
been  able  to  justify  the  use  of  single 
function  workstation  devices  because  of 
their  heavy  data  processing  needs.  The 
advent  of  multifunction  integrated  work- 
stations promises  cost-effective  benefits 
to  other  professionals  as  well. 

For  example,  by  using  an  integrated 
workstation  to  review  legal  briefs  and 
search  for  legal  documents,  a  typical 
lawyer  can  reduce  the  time  spent  daily  on 
these  tasks  by  a  half  hour  or  more.  Based 
on  current  fee  schedules,  these  time 
savings  can  be  converted  into  client 
billings  of  several  thousand  dollars  per 
year.  Add  to  this  the  capture  of  lost 
charges  by  direct  entry  of  billable  time  into 
the  workstation.  These  can  represent 
anywhere  from  1 0  to  40  percent  of  a  legal 
firm's  revenues,  unbilled  because  of 
oversight  or  improper  fee  application. 

OFFICE  WORKSTATION 
JUSTIFICATION 

Clerical  and  secretarial  work  stations 
have  already  justified  themselves  on  a 
single  function  basis  largely  due  to 
employee  productivity  improvements, 
labor  cost  savings  and  improvements  in 
the  quality  and  accessability  of  informa- 
tion processed,  stored  and  output.  The 
addition  of  multi-function  capability  to 
these  devices  will  enhance  their  applica- 
tion and  benefit  potential  at  limited  incre- 
mental costs  to  the  user. 


"What  I  tike  about  Qyx  is  that  we 
can  add  in  features  without  buying 
a  new  typewriter  every  time." 


"What  Mike  about  Qyx  is 
that  it  makes  typing 
i  iiifc     so  much  easier." 


Hard  to  say  which  is  the  more 
appealing  quality  of  Qyx1?  ,  The 
Intelligent  Typewriter®.  Certainly, 
secretaries  who  are  pleased  with 
their  typewriters  are  apt  to  be  more 
productive  and  turn  out  better  work. 

Qyx  is  Cost  Efficient 

The  cost  efficiency  story  of  Qyx 
is  a  remarkable  one,  too.  You  never 
have  to  invest  in  more  typewriter 
capability  than  you  need.  And  that 
capability  can  be  increased  at 
any  time,  without  changing  type- 
writers. The  features  you  want  are 
simply  added  into  the  Qyx  you 
already  have. 

Adding  in  is  Easy 

For  example,  if  you  want  to 
increase  Qyx  memory  from  4  pages 
to  30  pages,  your  Qyx  can  be 
modified  in  minutes  at  your  secre- 


tary's desk  at  moderate  cost.  You 
won't  have  to  spend  money  on  new 
typewriters  or  upset  your  office 
routine.  Your  Qyx  will  be  upgraded 
without  any  change  in  size. 

Mini-diskettes  can  be  added  in 
to  give  your  Qyx  unlimited  memory. 
You  can  also  add  in  a  24-character 
display  to  further  simplify  typing. 

Sends  Documents  Miles 

A  communications  option  can 
also  be  added  in.  This  enables  you 
to  send  original  documents  to  a  Qyx 
in  the  next  office  or  thousands  of 
miles  away,  in  seconds. 

Cost  efficiency  and  ease  of  typing 
are  only  two  of  the  impressive 
benefits  of  Qyx.  Arrange  today  for  a 
private  demonstration  to  see  how 
much  this  extraordinary  typewriter 
can  do  for  your  business. 


For  a  private  demonstration  write  to 
Qyx,  Box  400,  Lionville,  PA  19353, 
or  call  toll  free: 

800-345-8123 

In  Pennsylvania  call  800-662-7171. 


Name 

Title 

Company 

Phone 

Address 

City 


State 


Zip 


Qyx 


70 


L. 


INFORMATION 
SYSTEMS 


"Qyx"  and  "The  Intelligent  Typewriter"  are 
trademarks  of  ExXon  Corporation. 


.J 


In  contrast  to  clerical  workstations  in  the 
office,  managerial  workstations  will  gen- 
erally require  multifunction  capabilities  in 
order  to  be  cost-justified  because  of  the 
diverse  nature  of  managerial  activities. 

Users  should  consider  the  implemen- 
tation of  managerial  workstations  in 
conjunction  with  office  system  planning  to 
provide  them  with  access  to  secretarial 
and  administrative  support  workstations 
as  well  as  corporate,  office,  departmental 
and  personal  data  files.  Specific  benefits 
of  managerial  workstations  include: 

•  Reductions  in  managerial  labor  costs  for 
office  and  administrative  tasks 

•  Improvements  in  the  quality,  quantity 
and  timeliness  of  information  made 
available  to  managers 

•  Increases  in  the  amount  of  work  that  can 
be  performed  by  an  individual,  depart- 
ment or  company  as  well  as  a  general 
broadening  of  managerial  responsi- 
bilities 

Up  to  two-thirds  of  a  typical  mana- 
ger's workday  is  taken  up  with  writing  and 
reviewing  reports,  business  meetings  and 
telephone  conversations.  Through  the  use 
of  an  integrated  workstation  operating  in  a 
systems  environment,  more  than  10%  of  a 
manager's  time  associated  with  these 
activities  can  be  saved  each  day.  Over  the 
course  of  a  year,  the  direct  economic 
benefits  alone  can  be  worth  several  thou- 
sand dollars. 

TECHNOLOGY 
DEVELOPMENTS  WILL  EXPAND 
WORKSTATION  CAPABILITIES 

The  key  driving  forces  which  will  lead  to 
the  development  of  integrated  worksta- 
tions are  largely  based  on  on-going  tech- 
nology improvements. 

These  developments  will  stimulate  new 
integrated  workstation  product  capabili- 
ties during  the  1980s.  For  example,  VLSI, 
the  very  large-scale  integration  of  semi- 
conductor ships,  will  effect  price  reduc- 
tions in  some  workstations  and/or  improve 
more  functions  at  the  same  price  in  others. 
Non-impact  printers  and  flat  panel  dis- 
plays will  improve  resolution,  and  thereby 
quality,  while  providing  more  flexibility  in 
formatting  and  graphics  capability.  Faster, 
more  flexible  fiber  optic  communications 
and  speech  processing  will  improve  the 
workstation's  human  interface  through 
capabilities  such  as  voice  retrieval  com- 
mands, voice  response  and  audio  input. 

The  application  of  the  various  technolo- 
gies will  vary  in  importance  among  work- 


stations, depending  on  the  occupations  of 
the  users,  with  the  exception  of  VLSI  which 
will  have  a  major  impact  on  all  worksta- 
tions through  consistent  processing  cost 
reductions  per  unit  function. 

High-resolution  graphics,  as  well  as 
storage  and  output  capabilities  available 
with  flat  panel  displays,  non-impact  print- 
ing and  optical  storage  will  have  great 
significance  for  scientific-oriented  work- 
stations, used  by  architects,  design  en- 
gineers and  drafters,  among  others. 

Communications  will  widely  impact 
office  system  workstations,  both  with  fiber 
optics  for  intra-office  workstation  inter- 
faces and  satellite  communications  for  in- 
ter-office workstation  connections  within 
large  enterprises. 

Usage  of  office  system  workstations, 
especially  at  the  managerial  level,  will  be 
stimulated  by  the  incorporation  of  speech 
processing  modules.  These  will  improve 
the  man/machine  interface,  with  worksta- 
tions responding  to  voice  commands  by 
managers  for  information  retrieval  or  work- 
station functions,  as  well  as  providing  au- 
dio responses  to  data-base  inquiries. 

Speech  processing  will  also  have  a  high 
impact  upon  lawyers'  and  accountants' 
workstations  when  used  as  a  means  of 
data  entry  for  client  billing  information  and 
message  handling.  And  it  will  be  impor- 
tant for  data  retrieval  purposes  in  sales- 
oriented  occupations,  particularly  stock 
brokerage. 

Bubble  memories  will  be  a  key  tech- 
nology for  non-volatile  storage  applica- 
tions, such  as  in  workstations  for  corpo- 
rate managers  which  have  minimal  need 
for  removable  storage;  and  for  portable 


use  by  policemen,  real  estate  agents  or 
insurance  agents,  where  reliability  and 
ruggedness  are  requirements. 

The  environment  in  which  these  devices 
are  used  will  determine  the  specific  printer 
configuration  Low  cost,  ink  jet  character 
printers  will  be  attractive,  dedicated  de- 
vices which  also  provide  minimal  shared 
access,  such  as  a  secretarial  workstation 
printer  which  is  accessed  occasionally  by 
one  to  three  managerial  workstations.  In 
clustered  secretarial  workstation  environ- 
ments, where  several  secretarial  worksta- 
tions are  in  close  proximity  and  share  a 
single  printer,  electrostatic,  plain  paper, 
intelligent  copiers  or  ink  jet  printers  are 
well  suited. 

COMMUNICATIONS 
DEVELOPMENTS  WILL 
PROVIDE  BROADBAND  LINKS 

Both  fiber  optics  and  satellite  communi- 
cations will  provide  broadband  links  be- 
tween workstations,  resulting  in  the  imple- 
mentation of  fully  digital,  corporate-wide 
communications  systems  in  the  1980s.  Fi- 
ber optic  links  will  provide  broadband 
links  between  workstations  within  offices, 
while  end-to-end  satellite  systems  will  link 
the  offices.  By  the  mid-1980s  forecast 
period,  these  two  technologies  will  contri- 
bute largely  to  the  ability  of  a  user  to  utilize 
virtually  any  type  of  communications  facil- 
ity desired,  and  to  access  broad  band- 
width on  demand.  Workstation  applica- 
tions such  as  graphics,  moving  video, 
electronic  mail,  high  speed  data  base 
transfer  and  teleconferencing  will  all  be 
facilitated  by  these  technologies. 


A  FULLY  INTEGRATED  WORKSTATI 
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WE  DESIGNED  OUR 
CS  BUSINESS  SYSTEMS 
SO  YOU  COULD  PICK 
ONE  YOUR  OWN  SIZE. 


You  owe  it  to  yourself  to  look  at  Data 
General's  family  of  CS  business  systems, 
because  they're  specifically  designed  to 
increase  your  company's  growth  and 
productivity.  And  you  can  get  started  with 
a  CS  system  at  a  price  that  makes  real 
business  sense. 

From  the  smaller  CS/20  and  CS/30, 
through  the  mid-range  CS/40  and  CS/50, 
all  the  way  up  to  the  large  CS/60,  there's 
one  that's  the  right  size  for  you  now,  and 
the  right  size  for  you  later. 

Software  compatibility  is  the  secret  to 
our  CS  family's  remarkable  growth  poten- 
tial. That  means  programs  you  develop 
for  your  CS  system  now  run  on  any  larger 
CS  system  you  buy  in  the  future.  You 
don't  waste  a  single  penny  of  your 
original  software  investment.  We  even 
offer  such  vendor-supported  application 
packages  as  Management  Control  Systems. 

And,  as  a  Data  General  customer, 
you'll  be  fully  supported  by  our  re- 
sponsive Field  Service  Engineers,  and 
invited  to  take  part  in  regular  CS  business 
system  training  seminars. 

Wondering  where  you  fit?  Size  up 
Data  General  CS  systems.  We're  a 
Fortune  500  company  with  over  75,000 
computers  hard  at  work  worldwide 

Data  General  Corporation,  Westboro, 
MA  01580,  (617)  366-8911. 
®Data  General  Corporation,  1980. 


SPEECH  PROCESSING  IS  BEST 
WORKSTATION  INTERFACE 

Speech  processing  technology  will  pro- 
vide the  best  natural  interface  to  inte- 
grated workstations.  These  are  several 
different  aspects  of  speech  processing 
which  are  at  varying  stages  of  develop- 
ment. The  three  major  segments  are: 

•  Speech  transmission,  which  is  already 
well  developed 

•  Speech  output,  which  includes  voice  re- 
sponse systems 

•  Speech  input,  which  includes  both  rec- 
ognition and  speaker  recognition  sys- 
tems. 

Speech  input  capability  to  recognize 
file  retrieval  commands  will  be  the  first 
major  integrated  workstation  application. 
This  will  greatly  encourage  workstation 
usage  by  managers  and  profession- 
als who  are  uncomfortable  with  key- 
board-oriented systems  or  unwilling  to 
use  them. 


Speech  recognition  will  evolve  in 
several  directions,  starting  with  the  ability 
to  recognize 'speech  regardless  of  the 
speaker.  The  applications  for  this  capabil- 
ity include  both  data  retrieval  and  data 
entry.  Recognition  of  very  large  vocabu- 
laries, for  voice-to-print  capability, 
however,  will  be  one  of  the  last  develop- 
ments and  will  not  occur  until  the  late 
1980s  at  the  earliest. 

Speaker  recognition,  as  opposed  to 
speech  recognition,  limits  operation  of 
these  devices  by  vocal  command  to  au- 
thorized individuals.  One  of  the  primary 
applications  for  speaker  recognition  will 
be  in  providing  voice  verification  for 
security  functions.  Guard  and  receptionist 
workstations  will  integrate  this  function  for 
entrance  identification.  It  will  also  be  used 
to  restrict  individual  access  to  confidential 
files  in  environments  such  as  banks,  hos- 
pitals and  police  departments. 

Speech  output  capability  will  be  heavily 
utilized  in  text  and  data  retrieval  applica- 


tions. Using  synthetic,  computer  gener- 
ated speech  (speech  synthesis),  the  re- 
sults of  data  base  inquiries  will  be  pro- 
vided through  audio  response,  allowing 
virtually  every  telephone  to  become  an 
inquiry-based  workstation.  Retrieval- 
oriented  occupations  such  as  brokerage, 
purchasing,  sales  or  credit,  real  estate 
and  travel,  as  well  as  the  law  with  its  high 
research  requirements,  will  be  early  users 
of  speech  synthesis  output. 

GEARED  TO  END-USER 

The  components  of  workstation  con- 
figurations will  be  basically  similar  to  those 
found  on  present  single-function  pro- 
ducts: keyboards,  displays,  printers,  local 
processors,  audio  storage,  removable 
and  non-removable  media  and  program 
storage,  telephone  handsets  for  voice  in- 
put/output, and  communications  inter- 
faces. 

The  configuration  best  suited  to  a  par- 


Good  news  fi 
^Word  Peopl 


In  business,  there  are  basically  two  kinds  of  people. 

Word  People.  And  Numbers  People. 

If  you're  a  Word  Person,  this  ad  is  for  you. 

And  so  is  this  new  machine:  The  Xerox  860 
Information  Processing  System. 

It  can  rearrange  paragraphs,  change  margins,  correct 
misspellings  and  type  out  a  virtually  endless  series  of  text 
revisions  at  the  speed  of  hundreds  of  words  a  minute. 

And  it  remembers  everything  it's  done  for  future 
reference.  Or  additional  changes. 

But  it  also  does  something  you  might  not  expect 
from  a  word  processing  system. 

It  processes  numbers. 

Because  in  business  today,  Word  People  have  to 
manage  numbers.  And  Numbers  People  have  to  manage 
words. 

And  everyone,  but  everyone,  has  to  manage 
information. 


/  think  it's  terrifii 


XEROX 


XEROX®  and  860  are  trademarks  of  XEROX  CORPORATION. 


ticular  class  or  sub-class  of  end-users  will 
vary  according  to  the  number  and  kind  of 
functions  performed  and  the  access  to 
data  permitted  the  user.  In  addition,  ap- 
plication software/firmware  requirements 
will  vary  by  end-user  type  and  industry 
sector. 

The  executive  workstation  will  provide 
access  to  text,  data  and  graphic  informa- 
tion maintained  on  internal  corporate  files 
and  external  data  bases.  In  the  future,  it 
will  also  provide  the  executive  with  access 
to  electronic  mail  systems.  The  executive 
workstation  will  initially  be  installed  in 
companies  which  have  developed  corpo- 
rate MIS  systems  and  have  implemented 
shared-processor  text  editing  systems. 
Thus,  they  would  have  text  and  data  in- 
formation stored  in  digitized  format  for  re- 
trieval and  review  by  the  executive. 

Because  of  the  heavy  dependence  of 
executives  on  telephones  for  voice  com- 
munications, the  workstation  itself  can  be 
designed  as  an  extension  of  this  device.  It 


is  important  that  it  be  designed  to  conform 
to  the  executive  office  environment  in 
terms  of  space  and  style  requirements. 
Because  most  executives  prefer  to  re- 
ceive information  in  a  graphic  format,  their 
workstations  should  be  capable  of  han- 
dling ai  least  limited  graphics,  such  as  line 
graphs,  bar  charts  and  pie  charts.  A  print- 
er will  typically  not  be  required  since  the 
executive  could  either  share  a  centrally 
located  printer  or  the  printer  at  a  secre- 
tary's workstation.  As  previously  indi- 
cated, audio  storage  should  be  provided 
for  both  message  and  dictation  output. 

Just  as  the  executive  workstation  can 
be  described  as  an  extension  of  the  busi- 
ness telephone,  the  secretarial  worksta- 
tion can  be  described  as  an  extension  of 
the  typewriter.  Emphasis  will  be  on  text 
processing,  but  voice  capabilities  will  also 
be  a  major  consideration.  Data  access 
and  processing  needs,  as  well  as  graphic 
handling  requirements,  will  be  more  li- 
mited. The  secretarial  workstation  will  re- 


quire a  display  for  text  and  data  review 
and  a  character  printer  for  text  and  elec- 
tronic mail  output.  A  non-impact  intelligent 
printer  will  be  an  attractive  option  because 
of  quiet  operation,  improved  character 
and  font  selection  and  graphics  output 
capability  When  secretaries  are  located 
in  cluster  configurations,  access  to  a 
shared  printer  will  generally  suffice. 

A  full  alphanumeric  keyboard  with  spe- 
cial function  keys  for  editing,  calculating 
and  telephone  flash  message  functions 
will  be  required.  Integral  drives  and  con- 
trols for  dictation  transcription  capability 
and  audio  storage  will  also  be  standard  for 
most  secretaries.  The  station  will  be  linked 
to  the  office  communications  network  in 
order  to  have  access  to  electronic  mail 
storage  as  well  as  to  text  files  and  data 
base  information,  such  as  mailing  lists  for 
merger  into  locally  prepared  correspond- 
ence. 

Professional  workstation  feature  re- 
quirements will  vary  substantially  accord- 


Good  news  for 
Numbers  People. 


In  business,  there  are  basically  two  kinds  of  people. 

Word  People.  And  Numbers  People. 

If  you're  a  Numbers  Person,  this  ad  is  for  you. 

And  so  is  this  new  machine:  The  Xerox  860 
Information  Processing  System. 

It  can  compute,  do  statistics  and  perform  the  routine 
work  that's  essential  in  managing  records,  measuring  work 
performance  and  so  on. 

And  it  remembers  everything  it's  done  for  future 
reference.  Or  additional  changes. 

But  it  also  does  something  you  might  not  expect 
from  a  numbers  processing  system. 

It  processes  words. 

Because  in  business  today,  Numbers  People  have  to 
manage  words.  And  Word  People  have  to  manage  numbers. 

And  everyone,  but  everyone,  has  to  manage 
information. 
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For  a  big  choke  in 
microdictation  you 
have  only  one  choice. 
Sony. 


We  have  machines  for  every  need,  in  every  price  range.  Such  state-of-the-art  features  as  two 
speeds  for  double  recording  time,  dual  track  electronic  indexing  for  faster  transcribing  and  super- 
light  microphones  with  automatic  gain  control  make  Sony  microdictation  simple, quick  and  easy. 

SONY  OFFICE  PRODUCTS 

Machines  that  understand  people. 

I  1 

f  or  complete  information  on  die  Sony  micro  line  call 
1-800-821-7700.  EX.516,* ot  mail  this  coupon  to 
Sony  Office  Products,  9  W  57th  St..  New  York,  N  Y  100 19 

In  Mivoun  dlj  1-800-892-7655.  EX  516. 
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Will  American  productivity  be  crushed  by  the  paper  weight? 


There's  still  a  chance  you  can  escape 
fie  paperwork  pile-up  that  threatens 
roductivity  all  over  the  country. 

At  NBI,  we're  helping  cut  the  problem 
own  to  size. 

We  build  the  NBI  System  3000,  an 
ff ice  system  designed  to  manage  all  the 
aperwork,  information  processing  and 
ommunication  problems  your  company 
an  generate. 

Unlike  most  systems,  we  try  to  make 
very  task  as  automatic  as  possible.  Func- 
ons  like  outlining,  indexing,  sorting, 
jotnoting  and  equation  typing  can  be  done 
asily,  with  minimal  operator  effort 
nd  the  NBI  System  3000  is  docu 
lent  oriented  so  any  time  you 
lake  a  change,  the  copy 


adjusts  —  page  by  page  —  without  operator 
assistance. 

Of  course,  the  NBI  System  3000  does 
all  the  things  you'd  expect  of  a  leading 
word  processor— text  editing,  communica- 
tions, arithmetic,  mailing  list  control  and 
repetitive  typing. The  NBI  System  3000  just 
makes  it  all  easier  and  more  efficient. 

People  become  more  productive, 
automatically  and  electronically. 

So  if  paperwork  is  starting  to  pile  up 
around  you,  remember,  you've  still  got 
a  chance. 

Call  NBI.  1695  38th  St.,  Boulder, 
CO  80301,800/525-0844. 
n  Colorado,  call 
303/825-8403. 


_ !  n  5 1 


Lifting  America  from  under  the  paper  weight. 


large  organizations.  Most  of  the  early  us- 
ers of  workstations  in  the  office  have  fol- 
lowed this  route.  These  top  management 
workstations  will  be  designed  to  interface 
with  workstations  used  by  their  secretar- 
ies and  administrative  assistants.  But  it  is 
the  need  for  access  to  corporate  files, 
proprietary  data  bases  and  local  text  and 
data  files  at  the  office,  departmental  or 
personal  level  which  will  drive  the  early 
usage  of  integrated  workstations.  In  addi- 
tion, both  internal  information  managers 
and  suppliers  of  these  devices  recognize 
that  top  management  endorsements  are 
needed  in  order  to  get  full  support  for  fu- 
ture systems  growth. 

Implementation  of  middle/lower  level 
management  and  administrative  staff 
workstations  will  follow  rapidly  as  inter- 
faces to  top  management  and  secretarial 
workstations  are  developed  and  depart- 
mental clusters  of  workstations,  data 
bases  and  peripherals  are  installed.  Be- 
cause of  the  various  alternative  solutions 


involved  in  developing  office  systems, 
user  firms  will'select  different  paths  based 
on  their  own  specific  needs  and  current 
capabilities. 

CONSISTENCY  WITH 
DISTRIBUTED  PROCESSING 
AND  OFFICE  SYSTEMS 
TRENDS 

The  implementation  of  integrated  work- 
stations within  offices  is  consistent  with 
present  EDP  systems  developments  in 
distributed  processing  and  office  systems 
trends  among  text  and  voice  communi- 
cations products.  In  effect,  integrated 
workstation  developments  will  provide  a 
bottom-up  approach  to  the  solution  of  cor- 
porate information  needs,  in  contrast  to 
current  approaches  which  are  more  ori- 
ented from  the  top  down.  The  net  effect  of 
these  concurrent  trends  will  be  the  devel- 
opment of  a  hierarchy  of  information  capa- 
bilities  established  within  corporate 
offices  over  the  next  ten  years. 


Corporate  EDP  systems  at  the  enter- 
prise level  will  evolve  toward  large  data- 
base machines  at  the  hub  of  corporate 
networks  in  the  1980s.  Within  corporate 
offices,  depending  on  size  and  type,  the 
levels  of  information  capabilities  which  will 
be  established  are: 

•  Office  Systems  which  will  provide  cen- 
tral support  and  communications  con- 
trol and  interface  functions 

•  Departmental  Systems  which  will  pro- 
vide local  data  base  and  peripheral  sup- 
port functions 

•  Integrated  Workstations  which  will  pro- 
vide direct  end-user  information  hand- 
ling support. 

THE  ROLE  OF 
OFFICE  SYSTEMS 

The  office  system  will  provide  a  conve- 
nient interface  for  integrated  workstations 
and  departmental  clusters  to  access 
where  appropriate: 


How  to  use 
a  pay  telephone. 

When  you're  traveling  you  have  three 
ways  to  make  a  long  distance  call  from  a 
phone  booth. 

Carry  a  lot  of  change  (and  brace  yourself 
for  those  periodic  little  interruptions  from  the 
operator),  use  a  telephone  credit  card,  or  bill  it 
to  your  own  number.  Anyway  you  do  it,  you'll 
pay  an  arm  and  a  leg  for  operator-assisted  calls 

We  have  a  much  better  idea. 

Use  the  phone  for  a  local  call  to  us,  and 
we'll  do  the  long  distance  transmission  of 
your  call  for  a  small  fraction  of  what  you're 
paying  now. 

We  save  companies  and  individuals  big 
money  even  compared  to  direct  dialing  rates 

The  leading  alternative  to  the  phone  company. 


(from  home  or  office),  so  compared  to 
operator-assisted  calls  the  savings  are  very 
substantial  indeed. 

To  find  out  how  substantial  write  Dept.  E 
SPCommunications  (a  Southern  Pacific 
subsidiary),  One  Adrian  Court,  P.O.  Box  974, 
Burlingame,  CA  94010. 

Our  extensive  transmission  network  is 
expanding  all  the  time. 

You  can't  yet  call  this  way  from  anywhere 
to  anywhere. 

But  you  can  call  from  just 
about  anywhere  that's 
anywhere  to  anywhere 
that's  anywhere. 


ne  uonnecnon  oy  ywip. 
t's  the  executive  mailbox. 

)wip  Systems,  America's  leader  in  facsimile, 

as  dramatically  improved  business  communications  with  The  Connection. 
,utomatically  and  unattended  ,  it  sends  or  receives  a  copy  ot  almost 
nything  you  can  put  on  a  piece  of  paper  to  any  office  anywhere, . 
1  just  two  minutes  over  the  phone  lines. .  .even  after  office  hours. 

he  Connection  is  designed  to  improve  executive  productivity 
y  getting  you  information  when  you  need  it,  in  your  office 
'here  you  need  it.  And,  with  the  simple  addition  of  an  easy-to-use 
lultiple-paper  cassette,  The  Connection  becomes  your 
xecutive  mailbox.. .  .the  quick,  easy,  efficient  way 
)  make  electronic  written  connections. 

he  Connection  is  small  enough  to  fit  unobtrusively  into  any  work  area, 

Brsatile  enough  to connect  with  most  other  2,  3,  4;  or  6  minute 

icsimile  machines  and  inexpensive  enough  fdr  any  office. 

/orking  day  and  night,  The  Connection  will  save  you  time  and  money. 

's  a  major  ally  in  the  fight  against  too  much  work  and  too  little  time. 

Dr  more  information  on  The  Connection,  or  our  other  facsimile  machines, 

all  our  toll  free  number  or  send  in  the  coupon. 


COQ)  nrd 
like  to 
know  more 
about  The 
Connection. 
Please  have  a 
w  Qwip  sales 

representative  call 
on  me  without 
gfjf  obligation. 
A|0        □  Please  send  me 
more  information. 


NAME 


TITLE 


COMPANY 


INDUSTRY 


ZIP 


PHONE 


FB-6-23-8 


Owip  Systems 
Division  of  Exxon  Enterprises  Inc 
5551  Vanguard  Rd  Q-TAC 
Orlando,  Florida  32809 
Or  call  toll  free  (800)  327-6666 
In  Florida  Call  (800)  432-7777 
Qv/ip  and  The  Connection  are  trademarks  ot  Exxon  Corporation 


Qwip 


E?£pN 


INFORMATION 
SYSTEMS 


•  Other  stand-alone  workstations  and  de- 
partmental clusters 

•  Files  stored  at  the  office  level  such  as 
local  payroll  or  personnel  files 

•  Support  activities  such  as  word  proces- 
sing centers,  electronic  mailrooms  and 
teleconferencing  centers 

•  Specialized  peripheral  equipment  such 
as  phototypesetters  and  optical  scan- 
ners 

•  Local  EDP  processors  for  general  ap- 
plication needs  and  back-up  support 

THE  ROLE  OF 
DEPARTMENTAL  CLUSTERS 

Departmental  clusters  will  provide  indi- 
vidual workstations  with  convenient  ac- 
cess to: 

•  Other  workstations  in  the  department 

•  Conventional  output  printers  for  display- 
only  workstations 

•  Higher  speed  and/or  higher  quality  prin- 
ters for  specific  applications 

•  Local  storage  or  departmental  data 


bases 

•  Optionally,  more  powerful  networks  for 
internal  and  external  application  needs 

•  Electronic  mail  systems  and  stations 

VARIOUS  ALTERNATIVES 
FOR  INTEGRATED 
WORKSTATION  PRODUCTS 

Because  of  the  broad  implications 
associated  with  integrated  workstations, 
virtually  all  information  equipment  and 
service  companies  will  emerge  as  future 
suppliers.  Each  of  them  will  bring  different 
strengths  which  users  should  consid- 
er in  establishing  their  own  particular 
approach.  For  example: 

•  Computer  mainframe  companies  are  in 
a  position  to  provide  users  with  a  com- 
prehensive corporate  information  sys- 
tems solution,  including  data  base  de- 
velopment and  communications  net- 
work structure, 

•  Office  equipment  and  system  suppliers 
are  well  positioned  in  text  processing 


capabilities  and  in  providing  secretarial 
workstations  which  will  be  a  key  inter- 
face for  all  workstations  in  the  office. 

•  Small  business  system  and  minicom- 
puter companies  are  able  to  provide  the 
needed  processing  capabilities  at  the 
office  system  and  departmental  cluster 
levels,  as  well  as  specific  applications 
support  in  certain  areas  such  as  finance 
and  engineering. 

•  Computer  terminal  companies,  already 
major  suppliers  of  clerical  workstations, 
are  able  to  provide  application  and  net- 
work support  for  specific  departmental 
and  occupational  areas. 

•  Computer  services  companies,  by  pro- 
viding bundled  hardware  solutions,  are 
well  positioned  to  provide  well  tested 
software,  data-base  access  and  back- 
up processing  support  to  individual  end 
users  and  departmental  clusters. 

•  Communications  equipment  and  ser- 
vices companies  are  able  to  provide  in- 
tegrated support  at  all  levels  by  provid- 
ing extended  capabilities  within  the 
office  PABX  and  individual  telephone 
sub-sets. 

CORPORATE  MANAGERS 
MUST  LOOK  TO  THE  FUTURE 

Within  the  next  five  to  ten  years,  large 
corporations  will  find  thousands  of  digit- 
al workstations  distributed  throughout 
their  offices.  In  order  to  optimize  their 
usage  and  their  benefits,  users  must 
properly  identify  now  how  these  devices 
will  be  interfaced  and  integrated  to 
corporate  and  office  information  sys- 
tems. In  addition,  they  must  take  into 
account  the  technology  developments 
which  will  make  it  feasible  to  provide 
truly  integrated  solutions  in  a  single  pro- 
duct rather  than  multiple  single  function 
solutions,  many  of  which  can  not  be 
easily  justified. 

In  order  to  properly  plan  for  integrated 
workstations,  user  organizations  should: 

•  Place  greater  emphasis  on  software 
capabilities  rather  than  hardware  fea- 
tures 

•  Work  with  vendors  in  identifying  needs 
and  determining  solutions 

•  Concentrate  initially  on  larger  offices  in 
the  corporations  and  later  install  com- 
patible systems  in  smaller  offices 

•  Focus  on  the  development  of  internal 
data  bases  and  utilization  of  efficient 
data  base  management  systems. 


Cut  your  company's 

long-distance 
phone  bill  up  to  40%. 


When  you  make  a  long-distance 
call  with  Ma,  your  message,  of  course, 
goes  a  long  way  The  problem  is  that 
your  money  doesn't. 

Six  years  ago  we  created  a 
satellite  communications  service  that 
lets  your  money  go  as  far  as  your 
message.  Now  hundreds  of  America's 
smallest  and  biggest  companies  are 
saving  from  hundreds  to  thousands 
on  their  phone  bills  every  month. 

You  can  join  them. 

If  your  company  spends  just  45 
minutes  a  day  transmitting  voice,  data 
and  facsimile  between  two  of  our 
served  cities,  we  could  cut  your  long- 
distance phone  bill  40  percent. 

There's  no  capital  investment. 
No  change  in  equipment.  And  no 
sacrifice  in  reliability  and  quality  Just 
a  lot  of  savings.  And  a  lot  of  service. 


If  high  long-distance  phone  bills 
ring  a  familiar  bell,  call  Walt  Pioli: 
(609)  734-4300  for  detailed  informa- 
tion. RCA  Amencom.  400  College  Rd. 
East,  Princeton,  NJ  08540. 


American 
Communications 


The  solution  that  beats  the  system 


"Does  work  pile  up 
at  the  office  when 
you're  traveling?" 


"Do  you  forget 
good  ideas  from 
one  day  to  the  next?" 


"Do  you  scribble 
notes  that  nobody 
can  read?" 


Stop  playing  catch-up  and  start  getting  ahead 
with  Lanier's  Vest  Pocket  Secretary." 


-Arnold  Palmer 

When  you're  traveling,  Lanier's  Vest 
Pocket  Secretary  travels  with  you.  Letters, 
memos,  reports  and  instructions  for  your 
secretary  get  done  on  the  plane,  in  the  car, 
in  a  hotel  room.  So  work  doesn't  stop  when 
you're  on  the  go. 

To  remember  ideas,  the  Vest  Pocket 
Secretary  is  perfect.  Small  enough  to  fit  in 
the  palm  of  your  hand,  it  works  with  one 
button.  You  can  get  ideas  down  as  fast  as 
you  get  them. 

When  you  need  to  take  notes,  the  Vest 
Pocket  Secretary  is  faster  and  easier  than 
writing  things  down.  Clearer,  too.  You  don't 
have  to  figure  out  what  your  notes  mean. 
Your  secretary  doesn't  have  to  read  your 
handwriting. 

Start  getting  ahead  of  paperwork  right 
now.  Mail  in  the  postpaid  card.  Or  call 
Jennifer  Scott  toll-free  at  (800)  241-1706. 
In  Georgia,  call  (404)  321-1244,  collect. 


THE  RUSH  ORDER  TELLING  YOU 

TO  CANCEL  TEDDY  BEARS 
AND  START  MAKING  TOY  TRUCKS 

IS  IN  THE  MAIL 


0  ^A 


Not  getting  the  right  information  when  you  need  it  could 
turn  your  entire  manufacturing  schedule  upside-down.  And, 

more  importantly,  lose 
you  customers. 

That  s  why  you 
should  take  a  look  at 
the  3M  9600  Digital 
Facsimile  Transceiver. 
Hook  this  machine  up 
to  your  phones  and  it 
will  automatically 
transmit  and  receive  an 
exact  copy  of 
information.  Dav  or 
night. 

Think  of  it  as  mail 
over  the  phone.  Only, 
unlike  all  other  mail 
service,  3M  Facsimile  can  deliver  critical  information  in  twentv 
seconds.  Like  inventory  updates,  orders,  graphs,  letters,  and 
even  signed  contracts. 

What's  more,  you  already  have  half  the  svstem.  Use  it  to 
call  612/736-0746  or  your  local  Business  Products  Center  for 
more  information.  Or  write  to  Business  Communication 
Products,  3M  Center,  St.  Paul,  MN  55101. 

3M  EACSIMILE,  THE  TWENTY-SECOND  DELIVERY  SERVICE. 


/  m. 


Business  Products  Center 


3M 


cm 


RECYCLING  PETRODOLLARS 


I  current  news  is:  Infla- 
i  is  slowing  down  in 
U.S.  But  for  how  long 
by  how  much?  The 
•Id  seems  to  be  on  a 
•ry-go-round  of  infla- 
[  and  there  is  no  way 
one  country  or  one 
inessman  to  say,  "Stop 
merry-go-round,  I 
it  to  get  off."  Since 


the  whole  inflationary  spi- 
ral, it  has  been  oil  and 
money  market  multipli- 
ers, spawning  ever  larger 
increases  in  credit  year 
after  year,  that  have  kept 
it  going. 

Too  much  contempo- 
rary journalism  is  crisis 
journalism — written  as 
though  events  have  taken 
place  in  a  vacuum,  as 


3  the  price  of  oil,  life- 

Dd  of  modern  industry,  has  been  jacked  though  they  do  not  have  roots  and  parallels 

by  an  extortionate  1,000%.  That  this  in    history.    In    this    article — long  for 

I't  caused  a  massive  world  depression  is  FORBES — Contributing  Editor  Norman  Gall 

principally  to  the  unexpected  ability  of  looks  at  the  current  world  financial  crisis 

world's  commercial  banks,  with  mini-  from  a  historical  as  well  as  a  contemporary 

help  from  their  governments,  to  recy-  perspective.  He  compares  today's  money 

the  flood  of  petrodollars  that  piled  up,  explosion  with  the  long  inflation  bred  by 

in  1973  when  the  price  of  oil  was  the  arrival  of  Spanish  treasure  galleons 

>led,  and  again  last  year  when  it  was  from  the  New  World  in  the  16th  century 

bled.  But  the  price  paid  for  this  has  and  the  spread  of  new  liquidity  throughout 

n  inflation,  with  the  recycled  petrodol-  Europe.  And  he  cites  history  to  disprove 

providing  international  liquidity  unpar-  the  bankers'  argument  that  sovereign  states 

led  in  history.  The  inflation,  in  its  turn,  never  default  on  their  debts.  We  now  face, 

made  the  oil  price  boosts  more  bear-  Gall  claims,  a  tough  choice:  Either  we 

;  while  goading  OPEC  to  raise  prices  accept  continued,  possibly  accelerating,  in- 

her.  Inflation  and  oil.  The  two  are  inti-  flation,  or  we  accept  a  slowing  of  world 

ely  connected:  oil  and  finan-  WP*W  WW  econormc  growth.  Either  course 

liquidity,  financial  liquidity  Ul  I  vJKf   poses  incalculable  risks  to  rich 
inflation.  While  the  huge  JLJL^M^  WW    nations  and  poor  nations,  capi- 

trade  dcf-  VlPVfJV  VV  SW^%Tft  V%  talist  states  and 

of  the  late  Iwl         Ifl    m  64|  IWS  i    In  Vi  socialist  states 

started  JIWJL  %J  %tfJSL&  MMM>%JpM&M1A  alike 


CAN  THE 
SYSTEM 
TAKE? 
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What's  good  anti-inflation  policy  in  Washington  may  be  disastrous 
Ankara  or  Brasilia  or  many  other  corners  of  the  world.  Where  does 
this  leave  the  big  international  banks?  In  trouble. 


Walter 
Wriston, 

meet 
Lorenzo 
de'  Medici 

By  Norman  Gall 

In  the  14th  century  a  poor,  less-devel- 
oped country  began  to  make  its  influ- 
ence felt  in  the  international  economy 
as  a  major  exporter  of  a  basic  raw  mate- 
rial. The  country  was  England.  The 
product  was  wool.  Sophisticated  Italian 
bankers,  sensing  opportunity  in  En- 
gland's exportable  surplus  and  the  rest  of 
Europe's  need  for  wool,  HHH 
moved  in.  The  bankers 
were  shocked  by  what 
they  saw.  Here  was  a 
brawling,  backward  coun- 
try whose  rulers  were  al- 
ways fighting  civil  wars. 
So  primitive  was  the 
economy  that  money  was 
very  scarce,  and  the  mon- 
archs  were  chronically 
short  of  the  wherewithal 
to  pay  their  troops.  To  get 
an  assured  supply  of  wool, 
the  Italian  bankers  made 
English  loans.  But  the  En- 
glish turned  out  to  be 
deadbeats,  and  England's 
creditors  had  to  do  what 
the  English  themselves 
did  centuries  later:  take 
control  of  customs  to  col- 
lect what  was  due  them. 

Even  then  the  bankers 
didn't  always  get  out  with 
a  whole  skin.  The  famous 
Medici  bank  of  Florence 
staked  Edward  IV  in  the 
savage  Wars  of  the  Roses. 
Edward  won,  but  his  purse 
was  empty  and  many  of 
the  lesser  customers  lay 
dead  on  the  battlefields. 
The  Medici  bank  never 
fully  recovered  from  its 
losses. 

When  bankers  tell  you 
not  to  worry,  that  sover- 
eign countries  "can't"  de- 
fault on  their  loans,  re- 


mind them  of  the  Medicis,  remind  them 
of  London's  famous  Baring  Brothers  de- 
stroyed by  Argentinian  defaults,  remind 
them  of  Russia's  defaults  on  czarist 
bonds  and  of  all  the  U.S.  jurisdictions 
that  defaulted  on  loans  from  Europeans 
in  the  19th  century.  Remind  them  that 
Spain — though  it  was  the  OPEC  of  the 
16th  century  by  dint  of  its  control  of  the 
New  World's  gold  and  silver — defaulted 
at  least  eight  times  on  debt  owed  to 
foreign  bankers. 

Almost  every  major  bank  in  the  world 
is  today  an  international  bank  and  deeply 
involved  in  what  goes  on  beyond  its  na- 
tion's borders — which  essentially 
changes  all  the  rules.  U.S.  banks  are  tak- 
ing 90-day  deposits  from  OPEC  sources 
and  lending  them  to  less-developed  na- 
tions for  terms  as  long  as  ten  years.  Half 
of  Bank  of  America's  deposits  are  foreign 
today,  up  from  31%  in  197 1 ;  Citicorp's 
are  75%,  up  from  44%.  By  the  end  of 
1978  U.S  commercial  bank  loans  to  Bra- 
zil and  Mexico  alone  equaled  the  com- 


Renaissance  banker  Lorenzo  de'  Medici 

What  do  you  do  when  you  try  to  finance  the  foreign  trade  of  a 
backward,  brawling  country  like  England  in  the  14th  century?  If 
need  be,  you  take  aver  their  customs  in  order  to  collect. 


bined  capital  of  the  12  largest  U.S.  bal 
And   not   just   the   American   b.  J 
Among  the  Japanese  banks,  three-c 
ters  of  their  overseas  loans  are  to  di| 
oping  countries. 

All  this  overseas  activity  adds  tcl 
upward  pressure  caused  by  domesti  I 
flation  on  the  demand  for  loans.  Put 
ply,  bank  lending  has  far  outstripped 
growth  of  bank  capital.  As  recentll 
the  mid-1960s  the  prevailing  ruh 
thumb  for  prudent  banking  was  to  II 
outstanding  loans  to  about  15  times 
ital  in  order  to  maintain  enough  resel 
to  absorb  potential  loan  losses.  Dul 
the  international  lending  boom  of  [ 
1970s,  this  multiplier  rose  steadily  i| 
it  reached  an  average  of  almost  30- 
for  the  eight  largest  U.S.  money  ceil 
banks.  Among  U.S.  banks,  Chase  M 
hattan's  outstanding  claims  are  31  tif 
capital;  Chemical's,  33;  Continental 
nois,  26;  Bankers  Trust,  37;  Irving  Tr| 
31.  For  Japan's  largest  bank,  Dai- 
Kangyo,  the  multiplier  is  42,  and  for 
IHOHH^H  Bank,  Japan's  fourth  l| 
est  international  lendel 
is  36.  Deeply  involves 
they  all  are  in  internatil 
al  lending,  these  g;| 
banks  could  conceivil 
have  their  joint  total  cl 
ital  wiped  out  by  a  sel 
of  defaults  on  the  inteil 
tional  scene. 

Like  backward,  bral 
ing  14th-century  Engla| 
the  poorer  countries  of 
world  are  now  deep 
debt  to  the  overexteml 
bankers  of  the  richer 
tions  and,,  like  many 
monarchies,  they  can  : 
vice  their  debts  only 
borrowing  more.  To 
that     sovereign  sta| 
cannot  default  is  to 
nore  history. 

Earlier  this  year, 
bankers'  language,  Fedel 
Reserve  Governor  Heil 
C.  Wallich  spoke  soil 
unpleasant  truths.  He  t<| 
a  meeting  of  bankers  til 
commercial  bank  loans! 
the  poorer  countries  hi 
grown  23%  a  year  on  avl 
age  since  1975,  nearly  tf 
bling  in  five  years.  "Sucll 
rate  of  growth,"  he  sa| 
"exceeds  the  rate  of  ov 
all  credit  expansion  tfcl 
can  be  sustained  by  ad 
banking  system  not  in  1 1 
grip  of  galloping  inflaticl 
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le  longer  run  one  must  ask  whether 
/orld's  banking  system  can  meet 
ised  demands  by  less-developed 
ries  even  if  these  demands  reflect 
ne  investment  financing  rather 
the  financing  of  consumption-ori- 
oil  imports." 

llich  was  saying:  The  party  is  near- 
er; it  has  been  going  on  too  long. 

Wallich's  reference  to  inflation. 

loans  to  poor  and  developing  coun- 
ire  closely  related  to  the  increased 
f  inflation  the  entire  world  has  suf- 
since  1970.  Note  Wallich's  refer- 
to  "the  financing  of  consumption- 
:ed  oil  imports."  To  use  a  helpful 
gy  with  private  business,  it  was  as 
banks  were  lending  people  money 
fer  operating  losses  rather  than  for 
ctive  investment. 

50  back  to  our  original  example:  It 
nake  a  difference  whether  the  Ital- 
mkers'  money  went  to  finance  the 
trade  or  to  finance  wars.  The  one  is 
ductive  investment,  the  other  is 
fhis  is  a  major  difference  between 
reat  wave  of  international  lending 
1  vesting  that  took  place  in  the  19th 
ry  and  the  great  wave  that  billowed 
er  the  world  was  OPEC-ed  in  1973. 

Victorian  Britain   

;d  its  surplus  savings 

»entina  to  build  rail-   

the  railroads  them- 

could  generate  the 
le    to   service  the 

Not  surprisingly,  of 
17  foreign  govern- 
loans  of  £1  million 
»re  issued  in  London 
1860  to  1876,  nearly 
had   maturities  of 

from  100  years  to 
tuity. 

if  an  American 
lends  Arab  money  to 
rican  nation  so  that 
African  nation  can 
oil,  there  is  no  pro- 
re  investment  gener- 
cash  to  pay  the  in- 
.  So  much  for  those 
say,  "Why  not  just 
hese  loans  over  and 
'  People  will  lend 
ong-term  money  to 
house  or  build  a  fac- 
But  who  would  give 
25-year  loan  for  a  big 
you  want  to  throw 
rrow? 

nted  that  many  of 
's  loans  are  hardly 
quidating,  most  peo- 
ssume  the  govern- 
i  would  not  let  their 
I  sink  even  if  a  num- 
poorer  countries  de- 
d;  the  governments 
leir  central  banks 
1  take  over  the  bad 


loans.  If  so,  they  might  feed  the  flames  of 
domestic  inflation.  There  is  also  no  guar- 
antee of  when,  how  and  on  what  terms 
the  government  would  intervene.  In  the 
1932  presidential  campaign,  Franklin  D. 
Roosevelt  promised  that,  if  elected,  he 
would  make  sure  that  "it  will  no  longer 
be  possible  for  international  bankers  or 
others  to  sell  foreign  securities  to  the 
investing  public  of  America  on  the  im- 
plied understanding  that  these  securities 
have  been  passed  on  or  approved  by  the 
State  Department  or  any  other  agency  of 
the  government."  The  great  surge  of  U.S. 
foreign  lending  in  the  late  1920s  was 
triggered  by  the  1924  Dawes  Plan.  An 
earlier  version  of  today's  petrodollar  re- 
cycling, it  provided  that  a  big  loan  would 
be  floated  in  several  countries  to  finance 
the  continued  payment  of  war  repara- 
tions by  Germany.  The  U.S.  share  of  the 
Dawes  loan,  managed  by  J. P.  Morgan  & 
Co.,  was  $110  million.  It  was  oversub- 
scribed 1 1  times.  The  public  impression 
of  broad  U.S.  government  support  for 
foreign  lending  was  reinforced  by  the 
intimate  dealings  between  the  State  De- 
partment and  New  York  banking  houses 
during  the  U.S.  military  interventions  in 
Central  America  and  the  Caribbean  be- 


Too  much  of  a  good  thing? 


Below,  the  enormous  growth  of  monetary  reserves  held  by  the  central  banking 
authorities  of  all  countries  reporting  to  the  International  Monetary  Fund — 
most  of  the  Free  World.  Foreign  exchange  and  gold  are  the  biggest  components 
of  monetary  reserves,  as  defined  by  the  IMF.  (There  are  two  others:  Lines  of 
credit  with  the  IMF  and  Special  Drawing  Rights,  an  IMF  currency  unit.) 
Central  bankers  like  to  value  their  gold  at  a  constant  price,  usually  SDR  35  per 
ounce.  But  if  the  gold  component  is  accorded  its  current  market  value,  total 
monetary  reserves  have  grown  to  a  potentially  explosive  degree. 


market) 


Source:  International  Monetary  Fund 


fore  1930,  when  strong  measures  were 
taken  to  secure  debt  repayment  by  de- 
faulting governments. 

But  under  Roosevelt,  the  U.S.  govern- 
ment did  not  intervene.  Many  banks 
failed  and  many  countries  defaulted  on 
their  debts.  These  disasters  were  both 
cause  and  effect  of  the  drying  up  of  inter- 
national lending  after  1928 — initially  to 
divert  funds  into  stock  market  specula- 
tion. MIT  economist  Charles  Kindle- 
berger  blames  the  cutoff  in  international 
credit  for  triggering  and  fueling  the  Great 
Depression. 

We've  learned  a  lot  since  then,  yet 
once  again  the  financial  world  is  in  the 
same  peculiar  situation  as  when  the  vic- 
torious allies  were  trying  to  extort  war 
reparations  from  Germany.  It  couldn't  be 
done  except  through  a  peculiar  arrange- 
ment under  which  the  winners  kept  the 
losers  in  the  game  by  bankrolling  them. 
That's  what's  happening  today.  The  poor 
countries  of  the  world  are  losing  their 
shirts  to  OPEC  but,  through  the  foreign 
banks,  OPEC  and  the  industrial  nations 
are  trying  to  keep  the  poor  countries  in 
the  game.  But  the  bankers  are  beginning 
to  bridle. 

"The  smaller  and  medium-size  Euro- 

  pean  and  U.S.  regional 

banks  now  are  refusing  to 
go  into  syndicated  loans," 
says  a  German  banker, 
Hans  Bemdt  of  Mann- 
heim's Badische  Kom- 
munale  Landesbank.  "A 
year  ago  there  were  about 
250  banks  participating  in 
international  lending, 
while  today  there  are  only 
60  or  80.  This  leaves  the 
burden  of  lending  to  the 
giant  banks,  many  of 
which  are  reaching  their 
limits  of  lending  to  the 
countries  that  borrow 
most." 

German  and  Japanese 
banks  have  approached  or 
exceeded  lending  limits  to 
big  borrowers  like  Brazil, 
and  their  governments  are 
warning  them  to  take  it 
easy.  German  banks  have 
been  using  Luxembourg, 
with  its  strict  bank  secre- 
cy laws,  as  their  "off- 
shore" platform  for 
launching  the  bulk  of  their 
$40  billion  in  outstanding 
loans  to  less-developed 
countries,  but  now  their 
Luxembourg  exposure  is 
being  consolidated  into 
their  general  balance 
sheets  in  response  to  new 
German  bank  legislation. 
Like  U.S.  banks,  German 
banks  recently  have  taken 
a  bad  beating  in  the  bond 
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markets  and  also  have  in- 
curred heavy  losses  by 
lending  at  relatively  low 
fixed  interest,  their  cap- 
ital is  getting  stretched 
thin.  As  for  the  go-go  Japa- 
nese banks,  which  alone 
generated  two-fifths  of 
the  huge  increase  in  Euro- 
market lending  in  1977- 
78,  their  finance  ministry 
has  since  cut  their  foreign 
lending  to  half  the  $1  bil- 
lion monthly  rate  of 
recent  years  and  imposed 
country  loan  limits  of 
20%  of  capital,  which 
blocked  further  loans  to 
such  big  customers  as  Bra- 
zil and  Nigeria. 

Okay,    you    say.  The 
banks  may  be  in  trouble. 
The  poorer  countries  are 
in    trouble.    So,  what's 
new?  The  governments  will  bail  them 
out.  What  has  all  this  to  do  with  my 
business,  with  my  investments,  with  my 
plans  to  buy  a  new  house  or  build  a  new 
factory?  Just  this:  The  whole  situation 
poses  an  almost  impossible  choice  for 
bankers,  politicians  and  ordinary  people. 
Because  international  lending  is  becom- 
ing excessively  risky,  the  world  must 
choose  on  the  one  hand  between  a  dan- 
gerous slowdown  in  world  economic  ac- 
tivity and  the  danger  of  HHBHHB 
even  faster  inflation  on 
the  other.  It  is  not  a  com- 
fortable choice.  It  can  lead 
to  defaults  in  the  courts 
and  blood  in  the  streets. 

We  are  accustomed  to 
thinking  of  the  post- 
World  War  II  years  as 
stormy,  trying  times,  but 
in  fact  they  witnessed  an 
unprecedented  expansion 
of  international  trade  and 
a  rise  in  the  standard  of 
living  in  almost  every  cor- 
ner of  the  world — except 
where  the  prosperity  was 
swamped  by  runaway 
population  growth.  Until 
the  Seventies  began,  this 
steady  expansion  was  re- 
strained by  relatively 
limited  liquidity.  During 
the  Fifties  and  Sixties  the 
world's  monetary  reserves 
grew  by  2.7%  yearly,  one- 
third  as  fast  as  the  growth 
of  world  trade.  There  was 
continuing  fear  of  a  possi- 
ble "dollar  shortage"  and 
of  insufficient  world  li- 
quidity to  sustain  interna- 
tional trade.  This  caused 
constant  complaints  from 
the  poorer  countries  who 
wanted     easier  credit, 


The  British  strut  in  Pans  i?i  1814 

The  British  occupied  Paris  after  the  Napoleonic  Wars  and— as 
seen  here  through  French  eyes— acted  as  badly  as  conquerors 
tend  to  do.  Britain's  insistence  on  reparations  then  led  the  French 
to  be  equally  hard  on  the  Germans  a  century  later. 

but  it  also  helped  to  hold  down  inflation. 

This  sober  but  basically  sound  situa- 
tion was  reversed  dramatically  in  the 
1970s.  Suddenly  inflation  rates  doubled 
over  previous  decades  in  the  industrial 
countries.  They  tripled  in  the  poorest 
lesser-developed  countries  (LDCs).  Infla- 
tion rates  quadrupled  in  the  "middle  in- 
come" LDCs,  from  whose  ranks  came 
the  biggest  international  borrowers:  Bra- 
zil, Iran,  the  Philippines,  Nigeria,  Korea, 


Cartoon  ( 1873)  on  Congressman  Dan  es  and  Vice  President  Colfax 
Uncle  Sam  was  not  the  only  one  who  got  no  answer  from  the  Credit 
Mobilier  in  the  1870s.  Investors,  many  of  them  European,  lost 
their  shirts  in  ons  of  the  great  financial-political  scandals  of  its 
time,  though  it  also  helped  build  the  U.S.  rail  network. 


Algeria,  Turkey,  Me? 
and  Yugoslavia.  Liquic 
was  no  longer  a  probl 
but  inflation  was. 

During  the  1970s, 
world's  official  rescr 
took  a  quantum  iui 
multiplying  fivefold 
current  dollars,  from 
billion  at  the  end  of  1' 
to  $398  billion  by  197 
central  bank  gold  hoa 
are  valued  at  the  old  t 
cial  price  of  $35  an  our 
But  they  multiplied  i 
fold— to  $830  billio 
during  the  decade,  if  g 
is  valued  at  market  pric 
A  large  share  of  cen 
bank  reserves  of  fore 
exchange  earn  interest 
deposits  in  the  Eurorr 
kets,  the  central  pool: 

  international  liquid 

Not  surprisingly  this  market  also  1 
multiplied  tenfold  over  the  past  dec; 
to  almost  $1  trillion. 

The  name  of  all  this  is  easy  mone 
liquidity,  in  technical  terms. 

We  must  go  back  four  centuries  to  f 
anything  comparable  to  the  monet 
expansion  that  took  place  during 
1970s,  back  to  the  influx  of  New  Wa 
treasure  into  the  European  econoi 
through  Spain  and  Portugal.  But 
■■■■^■B  16th-century  money 
plosion  occurred  oveij 
much  longer  time  sp 
than  the  current  one 
took  160  years  (15t 
1660)  for  this  treasure 
triple  Europe's  stock  of 
ver  and  increase  the  gn 
in  circulation  by  one-fif 
Foreign  merchants,  bar 
ers  and  artisans  besieg 
and  invaded  Spain 
Portugal  to  siphon  aw 
this  treasure  by  sellii 
goods  and  services,  just 
foreigners  tried  to  siphi 
away  the  OPEC  surplus 
the  1970s.  The  Span 
gold  and  silver  bred  inf 
tion  on  the  bad  side  a 
vast  economic  develc 
ment  on  the  good  si 
Forbes  has  explained  tli 
phenomenon  at  leng 
(Forbes,  Nov.  15,  1976 a\ 
Sept.  15,  1977). 

What  gold  and  sihl 
were  to  Spain,  monopol 
priced  oil  is  to  OPEC 

Since  1973,  wh 
OPEC  rulers  began  hoi 
ing  the  world  to  ransoi 
their  currency  reserv 
have  increased  sixfol 
The  attendant  inflatio 
has  cut  the  value  of  tha 
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es,  but  using  Morgan  Guaranty's 
for  discounting  inflation,  OPEC's 
n  assets  of  $224  billion  in  1979 
1  have  been  worth  only  $68  billion 
74.  The  oil  users  have,  in  effect, 
nflation  to  partially  insulate  them- 

from  OPEC's  greed, 
wing  upon  these  OPEC  surpluses 

as  deposits  or  as  certificates  of 
it,  the  commercial  banks  have 
)n  a  lending  spree,  much  of  it  to  the 
r  countries.  And  this  is  how  the 

have  been  kept  in  the  game.  Tin- 
i-Evers-to-Chance.  Western  Europe 
)il  from  OPEC.  It  then  sells  enough 

to  the  poorer  countries  to  cover 
•ficit  with  OPEC.  The  poorer  coun- 
)ay  for  Europe's  goods  with  money 
ved  from  the  commercial  banks. 
ianks  get  the  money  from  OPEC, 
s  called  recycling.  You  could  also 

a  confidence  game. 
977  a  panel  of  distinguished  econo- 
headed  by  the  able  Paul 
acken,  former  chairman  of  the  U.S. 
:il  of  Economic  Advisers,  con- 
I  this.  The  panel  reported  that  in- 
alized  nations'  "ability  to  reduce 
il)  deficit  to  levels  below  anticipat- 
gnitudes  depended  partly  on  larger 
:s  in  the  nonoil-developing  coun- 

These  were  possible  

suit  of  unprecedent- 
creases  in  private 
ig  to  these  countries, 

private  banks  in 
)  countries  acting  as 
bles  for  OPEC  sur- 
mds." 

ording   to  Interna- 

Monetary  Fund  cal- 

ans,  there  is  a  one- 

ig  between  increases 

i  world's  monetary 

es  and  expansion  of 

orld  money  supply, 

30-month  lag  before 
reserve  increases 

t  in  world  inflation. 

s  rule  of  thumb,  re- 
increases  taking 

in  1979-80  as  a  re- 

I  last  year's  and  this 
stiff  oil  price  in- 

s  will  be  felt  in  price 

during   1982-83.  If 

correct,  the  current 

ig  of  inflation  will 

mporary,  reflecting 

latively  flat  trend  in 

ices  between  1975 

979.   And  perhaps 

xt  burst  of  inflation 

ead  to  yet  another 

ng  of  oil  prices. 

Euromarkets, 

all  this  liquidity  ac- 

iates,  had  a  humble 

ling.  They  were  cre- 

in  the  1950s  as  a 

it  haven  for  the  dol- 


lar holdings  of  Soviet  bloc  countries 
against  the  possibility  of  a  U.S.  freeze  of 
their  deposits,  similar  to  what  actually 
happened  with  last  year's  blocking  of 
Iranian  assets.  Between  1964  and  1970, 
however,  Euromarket  holdings  of  dollars 
suddenly  began  to  swell,  growing  from 
$17  billion  to  $90  billion  in  those  six 
years.  This  was,  of  course,  before  OPEC 
had  taken  the  bit  in  its  teeth.  What  hap- 
pened? Simply  that  the  U.S.  began  run- 
ning regular  balance-of-payments  defi- 
cits and  at  the  same  time  U.S.  Treasury 
regulations  discouraged  American  com- 
panies from  repatriating  profits  from 
overseas  operations.  These  expatriate 
dollars  settled  in  Europe,  and  the  number 
of  U.S.  banks  with  branches  and  offices 
in  London  grew  from  1 1  in  1963  to  60  by 
1974.  Like  bees  to  honey,  the  U.S.  banks 
went  where  the  money  was.  Treasury 
regulations  also  made  it  more  profitable 
for  U.S.  banks  to  keep  deposits  in  over- 
seas branches. 

In  1971  the  U.S.  payments  deficit  sud- 
denly tripled  to  $30  billion,  hugely  in- 
creasing the  dollar  holdings  of  foreign 
banks.  Again,  according  to  the 
McCracken  Report  on  world  inflation, 
the  size  of  U.S.  payments  deficits  over 
the  period  effectively  removed  balance- 


Loose  billions 


Created  largely  by  U.S.  deficit  spending  and  by  repeated  OPEC  price  increases, 
dollar  holdings  overseas  are  8  times  as  large  as  they  were  a  mere  decade  ago, 
making  the  Eurodollar  market  the  most  important  source  of  international 
credit.  Euromarket  lending  is  beyond  the  reach  of  regulators.  The  gross  size  of 
the  market  is  approaching  $1  trillion,  but  the  net  size  (with  interbank  transac- 
tions subtracted,  a  truer  measure)  is  awesome  enough  at  $445  billion. 
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Source.  Morgan  Guaranty  Trust  Co. 


of-payments  constraints  in  other  OECD 
countries  and  facilitated  a  massive  ex- 
pansion of  money  supplies.  The 
McCracken  Report  calls  this  explosion 
"the  most  important  mishap  in  recent 
economic  policy  history."  Suddenly,  no- 
body was  short  of  money.  That  may  be  a 
good  thing  for  individuals.  It  isn't  good 
for  a  world  where  there  are  only  so  many 
goods  and  services  available. 

Until  1973  the  main  source  of  such 
new  reserves  was  the  U.S.  payments 
deficits.  But  after  the  1973-74  OPEC 
price  increases,  OPEC  became  the  lead- 
ing supplier  of  outside  funds — sucking 
the  money  out  of  oil  users.  Instead  of 
only  one  powerful  machine  dumping  li- 
quidity into  the  system,  suddenly  there 
were  two. 

There  is,  moreover,  an  extraordinary 
multiplier  at  work  in  the  Euromarkets. 
Because  they  are  unregulated  and  free 
from  reserve  requirements,  they  are  not 
dependent  on  new  deposits  to  generate 
additional  lendable  funds. 

How  fast  the  system  could  spin  and 
create  new  money  like  cotton  candy  was 
demonstrated  in  1978,  the  year  of  great- 
est Euromarket  growth  up  to  that  time, 
when  the  amount  of  money  in  its  ac- 
counts expanded  by  $140  billion  to  $662 

  billion.  In  that  year,  loans 

to  nonoil  LCDs  doubled  to 

  $26.9  billion.  Easy  come, 

easy  go.  In  1978,  for  exam- 
ple, Brazil  increased  its 
borrowing  from  $2.8  bil- 
lion in  1977  to  $5.6  bil- 
lion; Korea,  from  $1.3  bil- 
lion to  $2.7  billion;  the 
Philippines,  from  $700 
million  to  $2. 1  billion,-  Al- 
geria, from  $723  million 
to  $2.6  billion. 

As  a  result  of  this  new 
borrowing,  central  bank 
reserves  in  Latin  Amer- 
ica, for  example,  expanded 
by  one-third  during  1978, 
contributing  to  a  rise  in 
the  region's  general  infla- 
tion rate  from  40%  in 
1978  to  47%  in  1979. 
Give  people  money  to 
spend  and  they  will  spend 
it.  There  is  no  mystery  as 
to  why  inflation  took  off 
in  the  1970s. 

Will  the  acceleration  of 
economic  development 
launched  during  the  mon- 
etary explosion  of  the 
16th  and  17th  centuries 
now  come  to  an  end  as  the 
money  explosion  of  the 
1970s  and  1980s  slows? 
For  slow  it  must.  Slowing 
it  already  is. 

This  question  is  hard  to 
come  to  grips  with  be- 
cause  of   the  gossamer 
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forms  that  money  has  as- 
sumed during  its  rapid  ex- 
pansion, assuming  new 
identities  daily.  It  can  be 
in  the  form  of  metallic 
commodities,  paper  cur- 
rencies, proliferating  cred- 
it schemes  or  items  of 
electronic  accounting  on 
international  computer 
networks. 

Lord  Armstrong,  chair- 
man of  Britain's  Midland 
Bank,  is  a  retired  civil  ser- 
vant who  is  fascinated  by 
money's  changing  forms. 
"It's  such  a  marvelous 
thing,"  he  says.  "If  you 
imagine  it  beginning  with 
cattle,  or  cowrie  shells,  or 
gold,  and  think  where  it  is 
now,  as  metaphysical  as  a 
tap  on  a  telex,  or  a  click  on 
a  tiny  computer,  and  yet 
basically  the  concept  is 
the  same  thing.  It  is  one  of 
the  most  precious  facts  in 
the  world,  if  you  try  to 
control  money  in  one 
place,  it  gets  uncontrolled 
in  another.  Liquidity  is 
the  word  that  is  applied  to 
it,  but  it  is  much  more 
than  that.  It  is  gaseous 
rather  than  liquid.  That  is 
what  makes  it  such  a  fas- 
cinating human  inven- 
tion, such  an  expression 
of  freedom  in  a  strange 
way,  because  it  is  literally 
uncontrollable.  And  yet  it 
is  like  fire:  You  must  pre- 
vent it  from  getting  out  of  hand." 

Money  in  recent  months  came  close  to 
bursting  into  flame,  hi  late  1979  and  ear- 
ly 1980  the  value  of  the  world's  monetary 
reserves  careened  from  month  to  month 
like  a  roller  coaster  as  speculators  shut- 
tled back  and  forth  between  gold,  com- 
modities and  the  dollar.  According  to 
IMF  statistics  based  on  current  gold 
prices,  the  value  of  world  reserves 
jumped  by  11.6%  in  one  month  (Septem- 
ber 1979). 

It  contracted  slightly  last  October, 
after  the  U.S.  Federal  Reserve  jacked  up 
dollar  interest  rates.  It  surged  again  by 
13.5%  in  December  and  16.4%  in  Janu- 
ary after  the  seizure  of  U.S.  hostages  in 
Iran,  the  U.S.  freeze  of  Iranian  assets  and 
the  Soviet  invasion  of  Afghanistan.  Then 
the  price  of  gold  peaked  at  $850  per 
ounce  in  mid-January;  the  commodity 
markets  collapsed;  silver  crashed;  and 
interest  rates  began  their  descent,  bring- 
ing a  tidal  wave  of  funds  into  the  Euro- 
markets and  forcing  down  the  London 
Interbank-offered  rate,  the  floating  base- 
line interest  rate  for  international  lend- 
ing. From  nearly  20%  in  mid-April  it  fell 
to  around  10%  in  May — to  the  great  re- 
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Charles  G.  Dawes  (top  left)  at  a  post-World  War  I  reparations  negotiation; 
(below)  a  wheelbarrow  full  of  Gentian  marks  in  1923 
Trying  to  squeeze  20  billion  marks  from  defeated  Germany  soon 
led  to  virulent  inflation  there  and  an  ingenious  solution  by  the 
victors:  Why  not  lend  Germany  the  wherewithal  to  make  the  nec- 
essary reparations  payments? 


since  1968.  In  a  sens*  nor.- ■ 
flation  was  Brazil's  ^ 
friend.  Some  econori 
calculate  that,  with  vi 
inflation  averaging  ij 
yearly  since  1973,  the  ^: 
cost  of  amortization 
interest  on  an  eight 
Eurodollar  loan  mad 
1970  with  a  three 
grace  period  would  be 
its  original  value.  The 
zilians  were  paying 
creditors  in  50-cent 
lars  while  their  cred 
were  pressing  more 
lars  on  them! 

But  today  foreign  b 
ers  are  down  on  Brazi 
most  to  a  man.  This  i 
about  illustrates  wh> 
game  may  be  ending, 
the  winners  of  the  mi 
are  no  longer  willin 
stake  the  losers 

The  bankers  are  d 
on  Brazil  because  I 
seems  headed  for  a 
year  crisis,  with  infl 
running  at  87%  for 
past  12  months  and  li 
to  reach  100%  by  Ju 
present  trends  conti 
This   year  Brazil's 
ments  for  oil  and  debi 
vice  alone  will  be  rou 
one-fifth  greater  thar 
government's  $20  bi 
export  target.  In  Jan 
1979  Brazil's  $12 
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lief  of  U.S.  corporate  borrowers  and  of 
debt-ridden  countries  like  Brazil. 

Right  now  the  situation  is  relatively 
quiet,  but  the  international  financial  cri- 
sis is  by  no  means  over. 

"Brazil  illustrates  the  economic  risks 
faced  by  U.S.  banks,"  James  H.  Gipson, 
formerly  of  Boston's  Batterymarch  Fi- 
nancial Corp.,  warned  recently.  His  was 
a  rare  public  statement  of  a  view  that 
bankers  usually  express  only  in  private. 
"To  avoid  a  catastrophic  default  by  so 
large  a  borrower,  U.S.  banks  have  no 
choice  but  to  roll  over  their  old  loans  and 
to  make  large  new  ones  [to  cover  con- 
tinuing payment  deficits).  The  real  risk 
in  foreign  loans  is  a  once-in-a-lifetime 
wave  of  defaults  by  many  borrowers  at 
the  same  time,  an  event  that  would  ren- 
der many  large  banks  insolvent."  Shades 
of  the  Medicis,  of  Baring  Brothers,  of  the 
Dawes  loans. 

Until  recently  Brazil  was  the  darling  of 
the  international  financial  community, 
because  of  the  economic  "miracle"  of 
1968-74,  when  Brazil's  gross  national 
product  grew  by  an  annual  average  of 
10%.  Brazil  borrowed  aggressively,  dou- 
bling its  foreign  debt  every  three  years 


in  borrowed  reserves 

  worth  nearly  a  year's 

ports,  but  since  then  Brazil's  impor 
has  doubled.  Those  reserves  are  h 
drawn  down  fast  and  could  be  dow 
three  months  of  today's  imports  ui 
Brazil  borrows  more  money  very  soc 
Last  month  the  Bank  of  Montreal 
world's  fifth-ranking  loan  syndicator 
into  a  stone  wall.  It  was  trying  to  rei 
banks  to  take  pieces  of  a  $350  mi 
loan  for  Brazil's  National  Economic 
velopment  Bank,  the  world's  largest 
ernment  development  bank  and 
viously  a  prized  customer  of  foi 
banks.  The  poor  response  to  the  loan 
especially  embarrassing  at  a  time  v 
Euromarkets  were  being  flooded 
new  money  and  London  Interban 
fered  rates  had  dropped  from  nearly 
to  11%  over  a  three-week  period.  In 
ing  to  sell  the  loan,  the  Bank  of  Mon 
offered  to  sacrifice  its  own  manager 
fee  and  keep  $125  million  of  the  e 
sure  for  itself.  Upon  receiving  an  in 
tion  to  participate,  Japanese  banks 
suited  their  finance  ministry,  which 
only  vetoed  involvement  in  the  B 
loan  but  also  warned  that  Japan's 
country-risk  limits  would  impede  i 
of  its  banks  from  joining  new  Brazil 
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ions  for  the  rest  of  1980. 
)w  Brazil  and  the  world's  major 
;s,  not  knowing  what  to  do,  circle 
lously  like  two  dozen  prizefighters 
:d  into  the  ring  by  some  absent- 
led  promoter.  Nobody  wanted  to 
i  a  general  panic  by  striking  the  first 
,  and  nobody  wanted  to  leave  the 
alone  to  face  the  confusion  in  the 
/  arena  beyond  the  klieg  lights  and 
moke. 

lile  Brazil  and  the  bankers  were  eye- 
ach  other  in  early  1980,  many  small- 
eveloping  economies  were  falling 
much  more  desperate  financial 
ts.  They  include:  Turkey,  the  Philip- 
>,  Thailand,  Korea,  Sudan,  Poland, 
stan,  Nicaragua,  Panama,  Egypt,  Ja- 
a,  Zaire,  Ethiopia,  Kenya,  Morocco 
Jugoslavia. 

st  year  the  volume  of  lending  by 
nercial  banks  to  non-OPEC  devel- 
l  countries  expanded  by  nearly  one- 
,  to  $35  billion,  with  the  bulk  of  this 
ey  being  provided  by  12  banks  in 
lany,  Japan  and  the  U.S.,  plus  the 
;  of  Montreal.  Prudence  says  the 
s  should  pull  back.  But  banks  are  not 
lary  private  businesses,  and  the  eco- 
ic  viability  of  several 
lese  countries  is  im- 
int  strategically,  in 
vay  or  another,  to  the 
r   Western  powers. 

will    make  the 
move? 

yeral  debt  renegoti- 
is  already  are  under 
Small  cases,  not 
ly  politicized,  can  be 
led  easily.  For  exam- 
Togo,  a  little  African 
whose  per  capita  in- 
;  declined  by  4. 1  %  an- 
ly  during  the  1970s, 
able  to  reschedule 
million  in  debts 
dy  this  year.  On  the 
r  hand,  Nicaragua  is 
inding  rescheduling 
1-90  million  in  com- 
ial  bank  debt,  plus 
million  in  interest 
is,  over  25  years  at 
lat  interest,  in  a  pack- 
hat  would  include  a 
i-year  initial  grace 
that  all  the 
new  rulers 
no.  They  also 
:  a  substantial  net  in- 
of  new  loans  as  well, 
ter  President  Tito's 
i,  Yugoslavia  again  is 
cted  to  play  a  volatile 
in  East-West  power 
ics.  Its  foreign  debt 
nded  from  $1.6  bil- 
in  1972  to  nearly  $13 
)n  today,  even  as  ex- 
i  stagnated  and  as  Yu- 


goslavs working  abroad  were  sent  home, 
cutting  off  an  important  source  of  in- 
come for  the  country.  To  keep  Yugosla- 
via from  being  absorbed  into  the  Soviet 
bloc,  Western  governments  will  probably 
have  to  finance  its  foreign  debt. 

Such  a  bailout  is  now  going  on  in  Tur- 
key, the  economically  prostrate  member 
of  the  North  Atlantic  Treaty  Organiza- 
tion. A  $1.1  billion  concessional  loan 
package  has  been  put  together  by  16 
Western  governments  for  Turkey,  but 
Turkish  negotiators  in  Paris  have  been 
saying  they  need  $3  billion  in  1980. 

German  banks  have  been  heavily  in- 
volved in  intensive  debt  renegotiations 
with  Poland,  the  largest  debtor  among 
Soviet-bloc  countries.  Commenting  on 
Poland's  efforts  to  stretch  out  payments 
of  $6.5  billion  falling  due  in  1980  on  its 
$19.5  billion  hard-currency  debts  to  for- 
eign banks,  one  American  banker  was 
very  frank:  "We  don't  want  to  encourage 
the  Poles  to  go  back  to  the  Russians  for 
help.  On  the  other  hand,  we  don't  want 
to  play  the  heroes,  especially  with  Bra- 
zil's debts  hanging  over  our  heads." 

Financial  crises  aside,  all  this  could 
have  dire  consequences  for  international 


Pressure  at  the  base 


As  1980  began,  the  ten  largest  U.S.  banks*  had  total  assets  of  $477  billion, 
mostly  loans  in  one  form  or  another  to  individuals,  enterprises  and  govern- 
ments. This  mountain  of  debt  ultimately  rested  on  a  base  of  $17  billion  in  the 
banks'  combined  stockholders'  equity.  Thus,  the  ratio  of  assets  to  equity  was 
28-to-l.  A  decade  ago,  the  ratio  was  much  lower — just  19-to-l.  Despite  grow- 
ing reserves  available  to  cover  loan  defaults,  the  growth  in  IOUs  has  far 
outstripped  the  growth  of  stockholders'  equity  on  which  they  ultimately  rest 
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•The  ten:  Bank  of  America,  Chase  Manhattan,  Manufacturers  Hanover,  Morgan  Guaranty,  Citicorp,  First  Chicago, 
Chemical,  Bankers  Trust,  Continental  Illinois,  Western  Bancorp, 
t  Average  total  assets  divided  by  average  common  shareholders'  equity. 


trade,  upon  which  millions  of  American 
jobs  depend.  Apart  from  the  small  repub- 
lics of  Latin  America  and  black  Africa, 
the  main  countries  now  in  debt  trouble 
are  the  high-growth  economies  of  the 
Seventies:  Brazil,  Poland,  Turkey,  Korea, 
Thailand  and  the  Philippines.  Good  cus- 
tomers of  the  U.S.,  all  of  them.  Can  they 
continue  to  trade  with  the  U.S.  at  the 
current  rate,  if  U.S.  banks  can  no  longer 
finance  the  oil  imports  needed  to  keep 
their  economies  growing  as  fast  as  they 
did  in  the  1970s? 

The  big  banks  and  the  monetary  au- 
thorities of  the  U.S.,  Europe  and  Japan 
are  groping  their  way  toward  a  restruc- 
turing of  international  lending  mecha- 
nisms. They  are  awed  by  the  prospective 
task  of  managing  the  enormous  increase 
in  the  petrodollars  expected  to  flow 
through  the  world's  monetary  system  in 
the  Eighties.  The  less-developed  coun- 
tries are  being  pushed  in  the  direction  of 
the  International  Monetary  Fund  in  or- 
der to  prevent  them  from  putting  too 
much  stress  on  commercial  banks. 

Morgan  Guaranty's  senior  vice  presi- 
dent of  international  economics  Rimmer 
deVries  is  one  of  international  banking's 
most  respected  econo- 
mists. He  chooses  his 
words  carefully:  "Greater 
direct  lending  by  OPEC 
surplus  countries  to  na- 
tions in  deficit,  the  IMF 
substitution  account  and 
the  provision  of  off-mar- 
ket diversification  facili- 
ties all  can  play  a  useful 
role  in  lessening  the  eco- 
nomic and  financial  risks 
overshadowing  the  next 
few  years." 

Don't  be  put  off  by  the 
cautious  words.  DeVries  is 
sounding  the  alarm.  How 
much  help  can  he  expect? 

The  International  Mon- 
etary Fund  has  about  $3© 
billion  available  for  lend- 
ing to  member  countries, 
which  is  expected  to  ex- 
pand substantially  when  a 
50%  increase  in  national 
quotas,  soon  to  be  ap- 
proved, becomes  effective 
this  year.  In  early  1980  the 
IMF  loaned  $850  million 
to  South  Korea  and  $659 
million  to  the  Philippines. 
It  joined  in  the  Turkey 
bailout  and  may  grant  a 
large  credit  to  Egypt.  But 
how  far  can  even  $45  bil- 
lion go?  And  how  long  can 
the  world  depend  upon 
the  unregulated,  free- 
wheeling Euromarkets  to 
decide  the  fate  of  nations? 

At  the  April  meeting  of 
the  Bank  of  International 
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Settlements  in  Basel,  the  world's  central 
bank  governors  issued  a  stiff  warning 
about  the  dangers  of  unsupervised  Euro- 
markets to  the  international  banking 
system. 

Both  the  U.S.  Federal  Reserve  and  the 
Bundesbank  have  been  seeking  some 
kind  of  international  control  over  Euro- 
markets, but  this  has  been  resisted  by 
the  Bank  of  England.  The  British  like  the 
idea  of  having  hundreds  of  foreign  bank 
branches  creating  many  jobs  and  reviv- 
ing London's  former  grandeur  as  the 
world's  leading  financial  center.  The 
British  government  has  been  so  keen  on 
reserving  bank  jobs  for  its  own  citizens 
that  it  has  been  denying  work  permits  to 
senior  executives  of  foreign  banks  to 
manage  their  London  branches.  But 
more  recently,  it  has  been  reported  that 
the  Bank  of  England  is  in  the  process  of 
changing  its  mind  about  ■■■■■■■ 
controlling  Euromarket 
lending. 

While  U.S.  and  German 
central  bankers  agree 
about  controlling  the 
Euromarkets,  they  are  at 
odds  about  the  urgency  of 
the  need  to  find  a  substi- 
tute for  the  dollar  as  the 
world's  sole  reserve  cur- 
rency; the  Germans  don't 
want  their  mark  to  share 
this  role.  The  dollar's 
recent  show  of  strength 
enabled  the  industrial 
countries  to  avoid  a  brawl 
over  this  issue  at  the 
Hamburg  meeting  in  April 
of  the  IMF  Interim  Com- 
mittee. Discussion  was 
postponed  on  the  pro- 
posed IMF  Substitution 
Account,  an  attempt  to 
soak  up  the  hundreds  of  billions  of  dollars 
floating  loosely  around  the  world.  In- 
stead, the  IMF  staff  was  ordered  to  go  to 
OPEC  countries  to  borrow  surplus  petro- 
dollars for  recycling  to  deficit  countries. 

But  the  dollar  problem  won't  go  away. 
The  dollar  is  likely  to  come  under  pres- 
sure as  U.S.  interest  rates  fall.  What  if  the 
dollar  turns  weak  again,  as  it  probably 
will?  If  it  does,  there  will  be  a  gnashing  of 
teeth  in  Washington  and  in  European 
and  OPEC  capitals  but  a  chorus  of  cheers 
elsewhere.  This  is  because  the  U.S.  can't 
solve  its  balance  of  payments  problems 
without  hurting  world  trade. 

A  cheap  money  lobby,  something  like 
the  U.S.  Greenback  movement  of  the 
19th  century,  is  forming  among  LDCs.  A 
trade  boom,  even  if  fueled  by  inflation,  is 
their  only  hope  for  increasing  exports  in 
the  short  term  and  for  getting  new  loans 
to  pay  off  old  loans  and  to  buy  oil.  The 
LDCs  are  criticizing  the  IMF  Substitu- 
tion Account  plan.  After  the  IMF  meet- 
ing in  Hamburg  stalled  on  the  plan,  Bra- 
zilian Finance  Minister  Emane  Galveas 


claimed  a  victory  for  his  and  other  devel- 
oping nations.  The  participating  coun- 
tries, he  said,  had  recognized  that  "recy- 
cling dollars  had  priority  over  the  IMF 
Substitution  Account." 

Manuel  Moreyra,  president  of  Peru's 
Central  Bank,  has  become  one  of  Latin 
America's  more  respected  monetary  offi- 
cials for  his  key  role  in  transforming  Peru 
from  an  international  financial  pariah 
into  an  object  of  avid  courtship  by  bank- 
ers. "The  world  is  entering  a  period  of 
deepening  financial  problems,"  he  says. 
"The  old  Bretton  Woods  system,  based  on 
the  dollar,  may  have  had  its  deficiencies, 
but  at  least  it  was  a  system.  It  worked  for 
26  years  after  World  War  II,  while  both 
international  trade  and  the  world  econo- 
my grew  very  fast.  Now  we  have  no 
system  at  all.  The  present  floating  ex- 
change rate  system  is  a  complete  failure. 


The  U.S.  hostages  in  Iran 

The  hostage  crisis  became  a  banking  crisis  after  President  Carter 
froze  Iranian  assets  here  last  November.  Most  of  Iran's  $8.1  bil- 
lion in  foreign  assets  were  in  V.S.  banks,  but  foreign  banks  held 
70%  of  Iran's  $8.9  billion  foreign  bank  debt. 

There  is  no  mechanism  for  disciplining 
either  surplus  or  deficit  countries.  ..." 

David  Rockefeller  in  a  Forbes  inter- 
view (June  9)  mentioned  that  the  OPEC 
countries  themselves  were  beginning  to 
share  some  of  the  burden.  Because  they 
are  now  handling  an  increasing  share  of 
the  oil  formerly  channeled  through  the 
Seven  Sisters  international  oil  compa- 
nies, they  are  beginning  to  give  direct 
credits.  This  will  certainly  help,  but 
OPEC  has  never  shown  signs  of  being  a 
charitable  institution  and,  with  a  few 
exceptions  like  Kuwait  and  Saudi  Arabia, 
its  members  need  all  the  dollars  they  can 
get:  IOUs  from  Jamaica,  say,  or  the  Su- 
dan won't  pay  for  machinery  from  Ger- 
many or  wheat  from  the  U.S.  The  LDCs 
realize  this  and  continue  to  pray  that 
international  liquidity  will  remain  swol- 
len so  that  they  can  continue  to  borrow 
easily  and,  ultimately,  cheaply. 

At  the  moment  the  world  faces  two 
equally  grim  scenarios: 

Scenario  one:  Lending  will  continue  to 
dwindle,  and  there  will  be  defaults  from 


which  the  various  governments 
have  to  rescue  their  banks.  The 
countries  will  no  longer  be  able  to 
goods  from  the  industrial  coun 
which,  in  turn,  will  suffer  depn 
economies  and  lack  the  means  to 
OPEC.  The  entire  world  economy 
sink  into  low  gear.  The  poor  will  st 
The  rich  countries  will  stagnate.  1 
the  Communists  will  have  nothin 
cheer  about.  The  U  S  S  R,  and  Eas 
Europe  depend  heavily  on  world  t 
and  all  seek  cheap  credits. 

Scenario  two:  The  merry-go-round 
speed  up  again.  OPEC  will  continue 
ing  oil  prices.  The  politicians,  unwi 
or  unable  to  impose  austerity  on  th 
dustrial  countries,  will  encourage 
banks  to  provide  plenty  of  liquidity 
for  their  own  economies  as  well  a 
those  of  the  poorer  countries;  and  i 
■■■■■■■    tion  will  move  up  ana 
notch  or  two.  For  a  w 
the  faster  inflation 
enable  the  poor  coun 
to  handle  the  debts 
constantly  incur  bee 
they  will  be  servicing 
debt  with  dollars  that 
constantly  shrinking 
the  faster  inflation, 
its  attendant  disrupti 
will  end  up  by  paraly: 
the  international  caj 
flows  upon  which  ev 
body's   trade  and 
perity  depend. 

There  is,  of  cours* 
way  out.  With  a  stren 
ened  IMF,  the  natl 
might  gradually  accej 
painful  but  bearable  si 
down  in  their  econon 
while  the  money  suppl 

  brought    under  conj 

This  is  probably  the  only  way  out. 

What  are  the  prospects  for  such  ui 
of  action?  Would  the  French  wheat  fa 
er  and  the  U.S.  steelworker,  the  Zair 
copper  miner,  the  German  autowoi 
and  the  Arab  oil  sheikh  willingly  acc 
what  seem  to  be  banker- imposed  sai 
fices  to  help  reestablish  world  finan< 
stability?  Would  they  reelect  politici 
who  tried  to  impose  such  sacrific 
Could  the  governments  of  nations  1 
Turkey  and  Brazil  even  survive  the  : 
position  of  such  sacrifices?  To  ask 
question  is  almost  to  answer  it. 
without  a  slowing  of  world  econoi 
growth,  without  a  partial  drying  up 
international  liquidity,  even  worse  o 
sequences  loom. 

We  are  in  the  midst  of  an  internatio 
financial  crisis  so  arcane  that  it  rar 
makes  the  headlines  or  the  even 
news.  It  is  going  to  last  for  a  long  ti 
and  have  unforeseeable  consequenc 
The  money  explosion  started  by  \ 
Spanish  silver  galleons  went  on  for  1 
years  and  changed  the  world.  ■ 


98 


FORBES,  IUNE  23,  11 


Below  the  turbulent  waters  of 
the  North  Sea,  St.  Joe  discovered 
oil.  And  now,  with  the  help  of 
partners,  this  oil  is  about  to  flow. 

The  Buchan  oil  field  is  ex- 
pected to  contribute  to  St.  Joe's 
earnings  and  growth  when 
it  begins  production  later 
this  year.  St.  Joe  also  has  signif- 
icant petroleum  interests  in  the 


SXJOE  OIL. 

United  States  and  Canada. 

Oil  is  just  a  part  of  St.  Joe's 
exciting  future.  In  the  early 
1970s,  St. Joe  embarked  on  a 
bold,  but  well-planned  course  of 
diversifying  into  rapidly  growing 
markets  for  energy,  precious 
metals,  and  natural  resources. 
This  ten-year  capital  expansion 
program  should  total  over  two 


billion  dollars  by  1984.  And  it  is 
already  beginning  to  pay  off. 
Discoveries  such  as  Buchan  will 
contribute  to  St.  Joe's  expansion. 

With  all  this  happening,  isn't 
it  time  you  discovered  St.  Joe? 

DISCOVER  US. 

St  Joe  Minerals  Corporation 
energy  &  .metals 


For  a  copy  of  our  Annual  Report,  write  to  our  CI 


ihairmanjohn  C.  Duncan,  Box  1,  St.  Joe  Minerals  Corporation,  250  Park  Ave.,  N.Y.,  N.Y.  10017 


everything. 


Meet  Gordon  Conway,  a  self-taught  fashion 
designer  from  the  still  raw  "cowtowns"  of  turn-of-the- 
century  Texas  and  the  "finishing  schools"  of  Lausanne 
and  Rome.  She  was,  for  the  brief  period  that  America's 
adolescence  flamed  brightly  in  the  Twenties,  the  very 
symbol  and  essence  of  its  style. 

She  liked  to  pose  as  never  having  had  a  lesson  in 
her  life,  and  in  truth,  she  had  very  few.  It  was  the 
freshness  of  her  instinct,  not  the  conventions  of  the 
schools,  that  delighted  and  charmed  her  audience.  In 
New  York,  London  and  Paris,  she  drew  effortlessly — with 
fashions  and  designs  for  Parisian  plays,  London  films  and 
American  magazines  rolling  smoothly  off  the  tips  of  her 
elegant  quill  pens  in  her  lavender  boudoir.  She  bonowed 
techniques,  mannerisms,  nearly  everything,  but  not  her 
style.  It  was,  as  you  can  see,  fresh,  insouciant,  feigning 
fashionable  boredom  but  secretly  delighted  with  itself. 
She  was,  in  a  word,  us,  in  our  youth. 

That's  one  reason  we  sponsored  this  exhibition,  and 
why  we  invite  you  to  see  it  at  the  times  and  places  listed 
below.  In  our  business,  as  in  yours,  it  helps  to  be 
reminded  that  natural  verve  and  flair  are  always  to  be 
treasured,  and  that  sometimes  style — straight-forward, 
vivacious  and  direct — is  everything.  It  helps  to  be 
reminded,  too,  that  individual  imagination,  individual 
creativity,  individual  innovativeness  are  still  the  basics  of 
any  business.  Sponsorship  of  the  arts  that  reminds  us  of 
these  things  is  not  patronage.  It's  a  business  and  human 
necessity. 

If  your  company  would  like  to  know  more  about 
corporate  sponsorship  of  art,  write  George  Weissman, 
Chairman  of  the  Board,  Philip  Morris  Incorporated, 
100  Park  Avenue,  New  York,  N.Y  10017. 

Philip  Morris  Incorporated 

It  takes  art  to  make  a  company  great. 

Makers  of  Marlboro.  Benson  &  Hedges  100  s,  Merit,  Parliament  Lights,  Virginia  Slims  and  Cambridge; 

JSiCB?S>,   Miller  High  Life  Beer,  Lite  Beer  and  Lowenbrau  Special  and  Dark  Special  Beer; 
Jj||||¥  7  UP  and  Diet  7  UP 

"That  Red  Head  Gal";  Fashions  and  Designs  of  Gordon  Conway.  1916-1936,  organized  by  the 
American  Institute  of  Architects  Foundation,  Washington,  DC.  It  appears  at  the  Octagon, 
Washington.  DC  from  May  16  to  July  20. 1980,  Dallas  Historical  Society.  Dallas,  TX 
from  August  8  to  September  28,  1980;  Chicago  Historical  Society,  Chicago,  IL  from  October  16, 
1980  to  January  18,  1981;  Los  Angeles  County  Museum  of  Art.  Los  Angeles,  CA  from  March  12  to 
June  28. 1981.  The  exhibition  is  made  possible  by  a  grant  from  Philip  Morris  Incorporated  on 

behalf  of  Virginia  Slims. 


Heinz  Gundlach  was  an  investment  banker  before  becoming  Fi 
Mart's  chief  executive.  Perhaps  he  should  have  stayed  on  Wall  Street 


German 
persuasion 


By  William  Harris 


There's  little  to  distinguish  the 
interior  of  a  Fed-Mart  from  a  ware- 
house. This  $1  billion  chain,  an 
unusual  blend  of  discount  store  and  food 
supermarket,  offers  almost  no  consumer 
comforts  or  visual  enticements.  No  Mu- 
zak, no  carpeting,  no  design  difference 
between  the  food  and  nonfood  depart- 
ments. The  sound  of  the  public  address 
system  calling  employees  to  the  tele- 
phone grates  constantly  on  shoppers' 
ears  in  the  massive  rectangular  stores; 
the  rows  of  steel  shelving  are  endless. 

Fed-Mart  allows  the  customer  only  one 
sensation:  mounds  of  merchandise.  It's 
on  the  shelves  or  carelessly  poured  into 
steel  bins,  stored  above  the  shelving  or 
just  piled  on  the  floor.  Often  goods  are 


left  uncrated,  simply  stacked  in  slit-open 
cardboard  cartons.  A  single  bank  of  cash- 
iers awkwardly  service  all  departments. 
Everything  about  a  Fed-Mart  store 
shouts:  minimal  service,  minimal  prices. 

However,  this  retailing  austerity  has 
proved  eminently  resistible  to  the  Sun- 
belt shopper.  Despite  a  $19  million  ad- 
vertising campaign  that  boldly  proclaims 
Fed-Mart  as  "America's  Greatest  Gener- 
al Store, "  the  company  lost  $11.1  million 
last  year.  The  stock,  selling  five  years  ago 
at  25,  is  selling  for  9  today. 

But  talk  with  CEO  Heinz  L.  Gundlach 
and  you'd  never  know  anything  was 
wrong.  The  42-year-old  former  invest- 
ment banker  insists  everything  is  wun- 
derbar  and  unconvincingly  points  to  the 
barely  profitable  second- quarter  results. 
"The  losses  we  had  last  year  were  not  the 


result  of  bad  management  or  of  a  det 
rating  company,"  the  fastidious  G 
lach  asserts.  "We  had  planned  for  tl 
We  didn't  want  to  polish  up  our  n 
bers.  We  didn't  need  to.  We  have 
financial  resources." 

Fed-Mart  does  have  at  least  one  fi: 
cial  resource,  German  retailing  g 
Hugo  Mann.  Five  years  ago  Mann  boi 
64%  of  Fed-Mart  on  the  advice  of  G^ 
lach,  then  a  partner  at  Loeb  Rhoa 
Since  paying  $22  million  for  Fed-IV 
Mann  has  put  up  some  $60  million  n 
for  remodeling  and  expansion. 

Gundlach  continues:  "You  shoul 
even  call  our  situation  a  turnaround 
sibility,  because  we  were  never  in 
shape.  The  reported  earnings  aren't 
that  important,"  he  explains  from  ] 
Mart's    windowless,  bunkerlike 


I 


Fed-Mart  Vice  Chairman  and  CEO  Heinz  L.  Gundlach  (left  )and  Chief  Financial  Officer  William  Sliney  in  Fed-Mart's  flagship  San  Diego  stor^ 
A  real  estate  bargain  is  one  thing;  good  merchandising  quite  another. 
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Quite  simply,  this  is  what  it  means 
o  be  an  information  systems  company. 


Bell  &  Howell 


Information  is  knowledge.  To  work  for  business, 
government,  education  or  industry,  it  has  to  be 
xmtrolled. 

To  control  information  is  to  store  it,  retrieve  it, 
iistribute  it  or  display  it.  And  that  requires  the  creation 
}f  functional  innovations. 

When  these  innovations  interact,  a  system  is 
:reated  that  makes  information  work.  An  information 
system. 

Bell  &  Howell  provides  microimagery  systems, 
nail  and  remittance  processing  systems,  video  and 
earning  systems,  and  electronic  instrumentation 
systems  to  accomplish  this  end. 

Our  business  is  information.  And  our  job  is 
;o  make  information  work  by  providing  the  means 
:o  control  it. 

Quite  simply,  Bell  &  Howell  is  one  of  the 
eading  suppliers  of  information  systems  in  the  world 
:oday. 

  Information  is  the  business  of  today's  Bell  &  Howell. 

f  you  would  like  to  know  more  about  what  Bell  &  Howell  is  doing  in  the  field  of  information  systems  today,  call  or  write  James  Ritchie. 
Staff  Vice  President.  Corporate  Relations,  ®  BELLbHOWELL.  7100  McCormick  Road.  Chicago,  Illinois  N)645  (312)  673-3300. 


Diego  headquarters.  "What's  more  im- 
portant is  cash  flow.  Our  stockholders 
are  interested  in  our  future.  They  know 
the  values  we've  created  which  aren't 
reflected  on  the  balance  sheet." 

That's  an  apparent  reference  to  poten- 
tial sale  value  of  Fed-Mart's  land,  build- 
ings and  fixtures.  Gundlach,  a  keen  num- 
bers man,  bought  the  22-store  Two  Guys 
West  Coast  division  in  1978  for  a  price 
reportedly  way  below  book  value.  With 
that  move  he  doubled  Fed-Mart's  selling 
space,  boosted  last  year's  sales  40%  and 
got  a  real  estate  bargain  besides. 

But  realty  bargains  don't  sell  merchan- 
dise, especially  in  the  highly  competi- 
tive, fast-growing  Sunbelt,  where  Fed- 
Mart  operates  its  68  stores  against  com- 
petition from  the  likes  of  K  mart,  Target 
and  Gemco.  Gundlach  may  know  num- 
bers, but  he  has  no  merchandising  expe- 
rience  except  five  years  at  Fed-Mart. 

Former  Fed-Mart  executives  claim 
Gundlach  won't  delegate  merchandising 
responsibility.  That  may  be  finally 
changing  in  the  revolving-door  executive 
suite.  Fed-Mart,  after  a  three-year  search, 
has  a  new  president  with  a  diverse  retail- 
ing background:  Bernard  Litwak,  former 
president  of  King's  Department  Stores. 
William  E.  Sliney,  a  recruit  from  Carter 
Hawley  Hale  Stores,  is  the  newly  ap- 
pointed chief  financial  and  administra- 
tive officer. 

The  new  team  is  all  enthusiasm.  "This 
kind  of  operation,  a  one-stop  shopping 
eenter,  will  attract  many  more  people 
than  any  other  form  of  retailing  in  the 
years  ahead,"  exclaims  Litwak.  "We 
could  be  the  K  mart  of  the  1980s." 

So  much  for  the  future.  For  now,  one  of 
Litwak's  first  goals  will  be  to  curtail  in- 
ternal pilfering,  said  to  be  twice  as  high 
as  the  industry  average.  Attracting  non- 
food shoppers  is  an  equally  high  priority. 
So  far  Fed-Mart's  customers  are  food 
shoppers,  and  food,  with  its  minuscule 
margins,  isn't  very  profitable.  Food  is 
there  to  lure  customers,  who  might  also 
buy  other  merchandise  such  as  clothing 
and  shoes,  where  the  margins  are  a 
sparkling  40%.  Unfortunately  softlines 
account  for  less  than  10%  of  Fed-Mart's 
volume. 

Hugo  Mann  operates  two  retail  chains 
in  West  Germany,  Wertkauf  and  Mann 
Mobilia.  He  is  credited  with  introducing 
the  "hypermarket"  concept  to  Europe; 
his  average  Wertkauf  store  is  200,000 
square  feet,  and  all  utilize  the  imperson- 
al, austere  retailing  style  that  Gundlach 
has  obsessively  mimicked  at  Fed-Mart. 

But  it  should  be  painfully  obvious  to 
Mann  by  now  that  what  works  in  Ger- 
many does  not  necessarily  work  in  the 
U.S.  Shoppers  here  like  some  comforts,  - 
some  service  and  some  conveniences. 
Who  wants  to  wait  in  line  behind  some- 
one trying  to  maneuver  a  week's  worth 
of  groceries  and  new  lawn  furniture 
around  a  cashier? 


Now  that  a  management  team  is  final- 
ly in  place — and  if  Gundlach  lets  his  new 
president  actually  implement  merchan- 
dising strategies — Fed-Mart  could  pull 
out  of  its  slump.  Patient  stockholders 
might  get  a  reward  by  exercising  some 
warrants  that  Fed-Mart  recently  handed 
them  gratis.  The  warrants  give  share- 
holders, except  Mann,  the  right  to  buy 
common  at  14.  They  were  designed  to  Let 
stockholders  increase  their  equity  posi- 
tion in  Fed-Mart  in  proportion  to 
Mann's,  whose  preferred  stock  was  re- 
cently  converted  into  common,  giving 
him  88%  ownership.  The  warrants  will  be 
very  attractive  if  the  stock  goes  back  up 
before  the  August  1981  expiration  date. 

Some  analysts  believe  Mann  will  take 
Fed-Mart  private,  the  better  to  enjoy  all 


that  undervalued  real  estate.  With 
value  at  $17,  Mann  would  probab! 
up  paying  at  least  twice  the  currc 
market  value.  "Mann's  opera  tic  i 
Germany  are  private,"  comment: 
lyst  Dennis  E.  Ross  of  Davis,  Ska 
Co.,  "and  at  this  point,  having  to  p 
all  those  pages  of  Fed-Mart  press  rel 
file  reports  and  answer  stockholdt 
analyst  questions  is  more  of  a  nuj 
than  anything  else." 

Heinz  Gundlach,  the  erstwhile  rr 
man,  says  that  going  private  is  th 
thing  on  his  mind.  He's  thriving  q 
challenges  of  his  new-found  retaili: 
reer.  He  projects  Fed-Mart  will 
even  this  year  and  make  money  in 
Right  now,  however,  "America's  ( 
est  General  Store"  is  hardly  that. 


On  television,  Midlantic  prides  itself  on  bet 
"the  hungry  bank"  Has  it  bitten  off  mc 
corporate  loan  business  than  it  can  chew? 


Prime-time 
bank 


By  Carol  E.  Curtis 


It's  Saturday.  You're  holed  up  in  a 
midtown  hotel  with  foreign  buyers. 
There's  a  problem — your  credit.  You 
call  your  banker.  He  jumps  into  the 
shower,  dresses,  drives  20  miles,  meets 
you.  By  dinner's  end,  the  deal  is  closed. 

Real  life?  You  kidding?  It's  the  opening 
of  a  television  commercial  for  Midlantic 
Banks  Inc.,  New  Jersey's  second-largest 
bank  holding  company  and  easily  the 
bank  with  the  most  unconventional  ap- 
proach to  marketing. 

Since  1978  Midlantic  has  been  using 
network  television  in  New  York  and 
Philadelphia  to  push  its  image  as  "the 
hungry  bank"  through  ads  like  this  one — 
and  to  aggressively  seek  out  commercial 
business  in  a  mass  consumer  advertising 
medium.  One  analyst  with  Morgan  Stan- 
ley now  singles  out  Midlantic  as  New 
Jersey's  most  aggressive  bank.  Adds  an- 
other bank  expert,  "They  are  waging  an 
unbanklike  campaign.  But  it  is  a  good, 
solid  bank." 

Its  use  of  network  TV  is  not  the  only 
thing  that  distinguishes  Midlantic.  By 


his  methods,  you  might  mistake  C 
man  and  Chief  Executive  Officer  R 
Van  Buren  for  a  door-to-door  salesm 

Van  Buren,  who  appears  in  all 
bank's  TV  commercials,  is  not  your 
dard  good,  gray  banker,  hi  one  com 
cial,  he  makes  a  sales  pitch  wean 
hard  hat  in  the  middle  of  a  construi 
site.  In  another,  Van  Buren  boasts  th 
has  personally  telephoned  1,712  Nev 
sey  companies  to  solicit  business, 
the  ad:  "Messages  come  through  cle 
when  they  come  from  the  top." 

Now,  seated  in  his  elegant  offic 
company  headquarters  in  West  Ora 
Van  Buren  looks  more  the  traditi 
CEO,  more  the  direct  descendant  of 
tin  Van  Buren,  eighth  President  oi 
U.S.  But  when  he  starts  talking  busii 
the  salesman  comes  through.  "Afte 
ads  appeared,  I  had  wild  weeks,"  h 
thuses.  "One  morning,  I  got  22  call 
10  a.m.  I  answered  them  all  persona 

Van  Buren  believes  that  televisioi 
vertising  has  helped  give  Midlantic  n 
recognition.  "We  were  trying  to  ch 
the  perception  of  the  bank.  Results  1 
been  very  significant,  both  internally 
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©American  Express  Company,  1980 


Even  if  you  arrive  with  the  dawn, 
your  room  at  Hyatt  will  be  waiting. 


When  you  have  an  American  Express®  Assured  Reser- 
vation,1 Hyatt  will  hold  your  room  through  twilight, 
through  dinner,  through  the  night— even  past  dawn. 

An  American  Express  Assured  Reservation 
means  your  room  reservation  is  guaranteed  even  if  you 
arrive  much  later  than  you  expected— up  until  check- 
out time  the  following  day. 

Just  give  the  Hyatt  operator  your  American 
Express  Card  account  numher  when  you  call  for  a  reser- 
vation. The  reservationist  can  give  you  all  the  details. 

If  you  find  you  won't  need  your  room  after  all,  be 
sure  to  cancel  your  Assured  Reservation  before 
6  p.m.  destination  time  (4  p.m.  at  resorts)  to  avoid 


being  billed  for  the  night.  Remember  to  get  a  can- 
cellation number  for  your  records. 

Capture  the  spirit!"  enter  a  world  ot  breathtaking 
atriums,  lush  greenery,  luxurious  guest  rooms,  and 
gracious  service. 

It's  called  A  Touch  of  Hyatt®.  And  there's  nothing 
quite  like  it  anywhere  else  in  the  world. 

To  make  an  American 

r-  a  id  sm  2 

Express  Assured  Reservation 
at  any  Hyatt  Hotel,  call  800-  ^jg**^ 
228-9000  or  your  travel  plan- 
ner. And  Capture  the  spirit." 


Hyatt  Hotels.  Worldwide. 
The  American  Express  Card.  Don't  leave  home  without  it. 


The 

right  mix 

at  the 
right  time 


We've  made  a 
record  commitment 
to  exploration. 

We've  budgeted  a  record  $85 
million  in  1980  to  find  and 
tap  new  reserves  of  natural  gas 
and  oil.  We're  drilling,  by 
ourselves  and  with  other 
energy  explorers,  over  100 
new  wells  on  a  million  acres  of 
leases  in  the  southwestern  and 
Rocky  Mountain  states  and 
offshore  in  the  Gulf  of  Mexico. 


gearing  up 
i  coal  boom. 

fur  Western  coal  gains 
nee  as  an  energy  source, 
start-up  position  last  year, 
to  market  nearly  a 
ons  of  coal  next  year 
r  mines  in  Colorado, 
n  Coal  Company  has  340 
ons  under  lease. 


We've  gone  to  sea. 

Northern  Arrow  and  Northern 
Eagle  I,  our  two  new  ocean-going 
L.P.G.  tankers,  completed  gas 
trials  in  Norway  and  are  now 
operating  in  world-wide  trading. 
Each  has  a  20-million-gallon 
capacity.  Domestically,  we're 
extending  our  capacity  to  produce 
propane,  ethane  and  other 
liquid  fuels  as  demand  for  them 
rises  under  pressure  of  escalating 
prices  of  imported  oil. 

Conversion  to 

natural  gas  accelerates, 

and  we're  ready. 

Northern  Natural  Gas  Company, 
through  its  utility  customers, 
is  ready  to  meet  the  demands  of 
business  and  homeowner  con- 
version to  natural  gas  for  heating 
and  other  purposes.  In  the 
mid-80s  we  look  forward  to  draw- 
ing on  the  31/2  trillion  cubic 
feet  of  natural  gas  we  have  under 
contract  on  the  North  Slope 
of  Alaska. 


Our  new 

cellophane  substitute 
takes  less 
energy  to  produce. 

Industry  is  searching  for  a 
cellophane  substitute  which 
takes  less  energy  to  produce 
and  causes  less  pollution  in 
the  process.  Northern  Petro- 
chemical Company  is  adding 
another  plant  to  meet  that 
need.  It  will  produce  from  15 
million  to  20  million  pounds 
a  year  of  biaxially  oriented 
polypropylene  film  —  a  stiff, 
sturdy,  clear  film  to  replace 
cellophane  in  some  areas  of 
the  packaging  industry. 

InterNorth  is  positioned 
across  a  wide  spectrum  of 
the  energy  front.  Our  strong 
base  in  natural  gas  provides 
stability,  a  dependable 
financial  foundation  for 
other  profitable  ventures  in 
some  of  the  most  promising 
areas  of  the  energy  field. 
That's  the  right  mix  at  the 
right  time. 


For  further  information  call:  Roy  A.  Meierhenry,  Vice  President  and  Treasurer,  402-348-4937 


Northern  Natural  Gas  Company  ■  Peoples  Natural  Gas 

Northern  Liquid  Fuels  Company  ■  Northern  Petrochemical  Company 

Nortex  Gas  &  Oil  Company  ■  Northern  Coal  Company 

Home  Office:  Omaha,  Nebraska 


We've  made  a 
deep  impression. 


The  Case  name  is  highly  respected  by  construction 
equipment  experts  on  six  continents.  This  particular 
1 20'  x  30'  x  4'  deep  earth  sculpture,  the  handiwork  of 
one  talented  operator  and  his  Case  loader/backhoe, 
demonstrates  the  precision  and  maneuverability  of 
the  machine  that's  the  number  one  choice  of  contrac- 
tors around  the  world. 


But  we  produce  more  than  loader/backhoes.  In  fact,  we 
offer  construction  equipment  customers  the  broadest 
line  of  equipment:  crawler  loaders  and  dozers,  hydrau- 
lic shovels  and  excavators,  wheel  loaders,  skid  steers, 
trenchers  and  compactors.  Quality  machines  that  are 
supported  by  a  parts  supply  system  that  uses  the 
latest  in  computer  technology  to  keep  them  on  the  job 
all  over  the  world. 

Such  impressive  performance  by  Case  has  made  it 
the  fastest-growing  company  in  the  field  and  the 
second  largest  construction  equipment  manufacturer 
in  North  America. 


J  I  Case 

A  Tenneco  Company 


lally,"  he  maintains. 
;re  is  no  question  that  Midlantic's 
h  is  spurting.  According  to  an  anal- 
iy  John  J.  Ryan  &  Co.,  Midlantic 

first  in  earnings-per-share  growth 
g  New  Jersey's  top  ten  banks  since 

(up  176%),  first  in  stock  price 
h  (up  68% )  and  second  in  growth  of 
,  deposits  and  loans.  A  study  by 
:ment  firm  Keefe,  Bruyette  & 
s  found  that  over  the  last  decade 
jmpound  growth  rate  of  compara- 
ze  northeastern  banks  averaged  a 
2.3%.  But  since  1975  Midlantic's 
□und  growth  rate  has  been  a 
ly  12.5%,  ranking  it  with  booming 
:ial  institutions  in  Sunbelt  states 
exas  and  California. 
:h  assets  of  $2.95  billion,  $1.8  bil- 
n  loans  and  per-share  earnings  last 
f  $7.91,  Midlantic  is  gaining  fast  on 
Jersey's  number  one  bank  holding 
any — First  National  State  Ban- 
-which  has  assets  of  $3.1  billion. 

despite  the  Sunbelt-size  growth, 
ntic's  future  is  not  unclouded. 

analysts  wonder  if  "the  hungry 
'  may  have  bitten  off  more  loan 
sss  than  it  can  chew — and  the 
;  kind  at  that.  "You  are  probably 
)ing  to  get  good  quality  [loans]  cus- 
s  by  hearing  about  a  bank  on  TV," 
ains  Robert  G.  Planer,  a  research 


analyst  for  Keefe,  Bruyette  &  Woods. 

It  is  no  accident  that  Midlantic's  lit- 
erature picks  1975  as  the  base  year  for 
charting  growth.  That  year,  earnings  per 
share  were  $2.27.  The  year  before,  they 
were  $4.38,  a  one-year  earnings  falloff  of 
almost  50%. 

The  cause  was  no  mystery.  In  1973 
Midlantic  had  plans  to  start  a  Real  Estate 
Investment  Trust.  But  when  the  floor  fell 
out  of  REITs,  the  bank  was  left  with  $68 
million  in  nonperforming  assets,  over 
7%  of  its  loan  portfolio.  The  industry 
average  is  about  1.5%.  The  company 
dropped  its  REIT  plan  like  a  hot  potato. 

Nevertheless,  analysts  point  out  that 
the  bank  is  once  again  taking  on  some 
high-risk  corporate-loan  customers. 
"When  a  problem  situation  comes  up  in 
New  Jersey,  their  [Midlantic's)  name  is 
usually  included,"  says  Robert  Planer. 
For  example,  Planer  cites  Midlantic's 
$6.2  million  loan  to  Itel,  a  company  that 
is  in  deep  trouble  with  its  creditors. 
There  are  other  controversial  customers, 
including  Chrysler  Corp.  Says  Planer,  "It 
is  a  question  of  whether  they  have  taken 
on  too  much  risk." 

Midlantic  is  also  more  involved  than 
any  other  New  Jersey  bank  in  financing 
Atlantic  City  casino  construction.  It  is 
the  bank  behind  Caesars  Boardwalk  Re- 
gency hotel-casino  and  the  Greate  Bay 


and  Holiday  Inns  casinos  due  to  open  by 
the  end  of  next  year.  In  March  Midlantic 
also  completed  acquisition  of  Atlantic 
National  Bank,  whose  physical  presence 
in  the  resort  area  gives  Midlantic  a  major 
stake  in  sustaining  growth  in  Atlantic 
City's  casino  business. 

Some  analysts  feel  that  Atlantic  City's 
luster  could  dim  rapidly  if  gambling 
comes  to  neighboring  areas  like  the 
Catskills,  the  Poconos  and  Coney  Island. 
"I  am  concerned  about  Atlantic  City 
holding  on,"  says  Planer.  "Loans  there 
could  still  be  risky." 

The  marketplace  has  yet  to  signal  its 
confidence  that  Midlantic's  growth  is 
solid.  The  stock  is  selling  over-the- 
counter  at  3.3  times  primary  earnings, 
significantly  below  the  P/E  ratio  of  5  that 
is  average  for  U.S.  banks. 

Is  it  a  bargain  at  that  low  multiple?  "I 
wouldn't  buy  it  until  the  recession  is 
over,"  says  Planer.  "I  want  to  watch  it  go 
through  another  cycle  to  see  if  it's  for 
real." 

Midlantic's  Executive  Vice  President 
Robert  J.  Schoen  listens  to  these  com- 
plaints and  dismisses  them.  "We  are  go- 
ing to  surprise  the  skeptics,"  he  says. 
"Our  earnings  will  continue  to  go  up, 
because  we  looked  to  see  what  we  did 
wrong  in  1975.  None  of  those  circum- 
stances are  present  now."  ■ 


itic's  Van  Buren;  behind  him  on  the  TV  screen,  a  hungry  hanker  commercial 
ing  on  a  mass  medium  to  attract  a  select  few. 
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Can  a  finance  professor  and  novice  outper- 
form Wall  Street's  gunslingers  at  portfolio 
management?  Here's  one  who  can. 


Beating 
the  big  boys 


The  secret  fantasy  of  every  fi- 
nance professor  is  to  manage  a 
portfolio  and  beat  Wall  Street's 
high-powered  professionals  at  their  own 
game.  For  the  past  seven  years  David  G. 
Bronner,  secretary-treasurer  of  Ala- 
bama's public  pension  fund,  has  been 
living  out  that  fantasy. 

When  he  left  academe  at  age  28  in 
1973 — never  having  managed  more  than 
his  biweekly  paycheck — to  take  over  the 
antiquated  Retirement  Systems  of  Ala- 
bama, the  fund  stood  at  $700  million  and 
yielded  a  skimpy  6% .  Today  the  fund  has 
almost  tripled  in  size  and  the  yield  is  a 
far  healthier  8.7%.  Not  bad  for  a  novice, 
but  only  part  of  the  story. 

What  has  really  impressed  and  mysti- 
fied Wall  Street  is  that  Bronner,  working 
virtually  alone,  has  timed  both  the  stock 
and  bond  markets  with  a  skill  that  the 
most  prestigious  brokerage  firms  can 
only  envy.  In  late  March,  for  example, 
Bronner  plowed  $90  million  into  Ginnie 
Mae  paper,  just  before  rates  tumbled 


from  their  record-high  levels.  So  far  the 
move  has  generated  $16  million  in  prof- 
its, with  more  to  come  if  rates  continue 
to  fall.  "I  don't  know  if  he's  a  genius  or 
just  plain  lucky,"  quips  an  admiring 
broker.  "He's  probably  a  little  of  both." 

The  ever-affable  Bronner  is  equally  un- 
able to  explain  his  timing.  "We  use  the 
same  techniques  that  other  funds  use 
except  we're  more  conservative,"  he 
shrugs.  Like  many  successful  money 
managers — in  fact,  like  many  successful 
people  in  any  field — Bronner  is  unable  to 
verbalize  the  reasons  for  decisions  based 
essentially  on  "feel."  One  of  his  coups, 
for  example,  was  to  sell  lower-yielding 
Detroit  Edison  bonds  in  1975  and  rein- 
vest in  much  higher-yielding  Consoli- 
dated Edison  bonds.  Con  Edison  was 
believed  near  bankruptcy  and  its  bonds 
were  on  the  bargain  counter.  How  did 
he  know  Con  Edison  would  be  saved 
and  its  bonds  recover  smartly?  "It  just 
figured,"  he  says,  "that  New  York  was 
always  going  to  have  a  utility  com- 


■r 


David  G  Bronner  of  Retiremetit  Systems  of  Alabama 
Out  of  the  ivory  tower  to  beat  the  city  slickers. 
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The  Money  Men 


pany."  "Feel"  is  the  only  word  f| 

One  thing  is  clear,  however:  Bnl 
is  anything  but  a  dreamy  professor 
The  hard-driving  son  of  a  pool-hall 
ager,  he  simultaneously  picked  up 
degree  and  a  Ph.D.  in  administrate 
the  University  of  Alabama  in  1972. 
a  brief  stint  teaching  finance,  he  bcl 
assistant  dean  of  the  law  school— | 
before  his  30th  birthday.  He  then  jui 
to  his  present  job. 

The  Alabama  money  man  first  i| 
to  Wall  Street's  attention  in  early 
A  Phillips  Petroleum  well  in  the  N| 
Sea  had  iust  suffered  a  massive  oil 
and  investors — acting  like  angry 
ronmentahsts — were  dumping  the  si 
The  shares  were  selling  at  a  bargain- 
ment  price  of  $23.75.  Bronner  plui 
down  $2  million  to  buy  80,000  shar| 
Phillips.  Soon  the  spill  was  forgotter 
the  shares  rocketed  to  about  S47,  c!| 
ing  a  quick  profit  of  $  1 .9  million. 

Of  course,  other  investors  buy  onl 
news.  What  makes  Bronner  success! 
He  pauses  thoughtfully,  then  tries  tel 
plain:  "Phillips'  problems  were  only  tl 
porary  and  the  stock  was  undervalue! 

More  recently,  Bronner  bought  25[ 
shares  of  K  mart  for  SI 7.75  and  2.5 1 
shares  of  J.C.  Penney  for  $13.50. 
K  mart  stock  has  since  jumped  to 
while  the  Penney  shares  have  movel 
$17.  Says  Bronner:  "Retail  stocks  vl 
getting  beat  up  on  the  front  pages,  juj| 
Phillips  was  three  years  ago." 

Is  a  small  staff  a  weakness  in  finci 
such  bargains'  Not  according  to  Bron| 
who  works  with  one  full-time  assis' 
and  three  part-time  college  stude| 
"We  don't  have  the  people  to  follow 
broad  market  so  we  play  at  whatei 
table  is  hot."  He  says  this  apparent  h| 
tation  works  out  as  an  advantage. 

Retirement  Systems  of  Alabama  is  I 
tually  made  up  of  two  funds — a  S| 
million  fund  for  city,  state  and  coul 
employees  as  well  as  a  SI. 4  billion  fil 
for  the  state's  teachers.  It  currerl 
tracks  around  40  stocks.  Last  yeail 
traded  only  half  that  number,  becaf 
the  problems  of  active  stock  trading  hi 
public  pension-fund  manager  are  enl 
mous.  "If  I  m'ake  investments  that  pi 
duce  $10  million  but  lose  $10,  I'll  pr 
ably  get  hung,"  snorts  Bronner  in  a  r| 
moment  of  anger. 

But  Bronner  did  get  his  bosses  to  ti 
one  gamble.  When  he  first  took  the  ji 
he  says,  the  office  was  "a  total  dum I 
He  made  a  proposition:  The  fund  hi 
S20  million  sitting  in  a  little-used  checl 
ing  account.  Let  Bronner  invest  tl| 
money  and  use  whatever  he  earned 
build  the  fund  a  new  headquarters.  Brc| 
ner  raked  in  $3.5  million  in  just 
months  and  he  got  his  building.  Todl 
he  sits  in  his  spacious,  well-appou.t| 
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The 

electronic  express, 

»w  you  can  lower  the  cost  of  electronic  mail  with  a  fax  network 
that  puts  precisely  the  right  equipment  in  the  right  place. 

dex®  facsimile  communications  systems 
you  more  ways  than  ever  before  to  transmit 
ments,  charts  and  graphs.  Across  the  country 
e  world. 

3  give  you  a  choice  of  speeds.  From  the  low-cost 
L100  that  transmits  a  page  in  two  minutes  up  to 
igh-speed  dex  5100  digital  system  that  does  the 
i  work  in  as  little  as  20  seconds, 
id  our  exclusive  DEXNET1^  network  lets  you 
igether  any  variety  of  machines  that  meet 
T  standards.  Analog  and  digital.  Attended 
automatic.  High  and  low  speed, 
last  you  can  build  a  communications  network 
the  proper  equipment  matched  to  specific 
ications.  This  can  increase  the  efficiency  of 
electronic  mail  system.  And  lower  its  cost, 
id  you  can  easily  plug  additional  equipment  in 
u  need  it.  Without  disrupting  your  existing  network 


And  remember,  every  Burroughs  system  fulfills 
the  need  that  counts  most  in  your  business:  increased 
productivity.  Burroughs  has  understood  this  for  over 
90  years. 

That's  why  we  provide  total  capability  in 
information  management.  Computers,  word 
processing  systems,  facsimile  communications, 
system  software,  application  programs,  customer 
training,  maintenance,  plus  business  forms  and 
supplies.  We  call  it  Total  System  Support.  And  it's 
there  to  help  you  improve  your  productivity. 

For  more  facts,  write  Office  Automation  Division, 
Burroughs  Corporation,  Dept.  FRB-9, 95  Horseblock 
Road,  Yaphank, 
New  York  11980.  Or 
call  (516)  924-0700, 
Ext.  333. 


i 

in 


sixth-floor  office  overlooking  th 
of  Montgomery's  historic  state 
With  his  youthful  good  looks  an< 
piece  suit  he  looks  every  inch  t 
cessful  investment  manager. 

He  richly  deserves  that  offici 
the  past  four  years,  the  fund's  stoc 
folio — which  is  far  smaller  than  tr 
portfolio — bested  the  Dow  aven 
96%  and  the  Standard  &  Poor's  it 
11%.  "If  he  were  a  private  mone 
ager,  there's  no  telling  how  sue 
he'd  be,"  says  an  admiring  broker 

Bronner  isn't  looking  to  the  stoc 
ket  for  performance  right  now.  "T 
presidential  election  year,  so  i 
rates  and  the  stock  market  will 
volatile,"  he  says.  "My  biggest  con 
that  the  Administration  will  try 
en  the  downturn.  If  so,  the  recessi 
not  be  severe  enough  to  wring  in 
out  of  the  economy  and  marke 
bounce  all  over  the  place."  So  v| 
Bronner  going  to  do  with  the  $16  n 


Is  a  small  staff  a  weakne] 
finding  bargains?  Not  act 
ing  to  Bronner.  "We  dont 
the  people  to  follow  the  b\ 
market  so  we  play  at 
ever  table  is  hot." 


he  just  pocketed  on  the  Ginnie 
"Most  of  it  is  going  into  short-tei 
curities.  Yields  are  still  historically 
and  short-term  paper  is  the  best  pi 
be  until  the  economy's  direction  c 
determined." 

With  a  salary  of  $57,000  a  year  hi 
he's  living  the  good  life,  even  thou 
could  probably  earn  twice  as  mu 
more  in  private  money  managemer 
says  he's  happy  where  he  is  and  h 
plans  to  move.  But,  at  36,  he 
change  his  mind. 

Surprisingly,  Bronner  says  he  is 
less  concerned  about  making  rr 
than  he  is  about  heading  off  what  he 
the  number  one  problem  facing  p 
pension  fund  managers:  the  pressu 
make  socially  desirable  investn 
even  if  they  lose  money. 

You  know  the  syndrome:  >io  to 
thing  involved  in  South  Africa,  no  I 
stocks,-  but  yes  to  financing  housii 
slums  and  promoting  solar  energy 
investment   manager's  allegiance 
feels,  is  to  the  taxpayer  and  the  pen 
ers,  not  to  somebody's  pet  cause, 
ner  can't  avoid  the  pressure  but  he's 
dling  it  in  his  own  way.  He  plans  to  i 
by  concentrating  more  of  his  highly 
itable  investments  within  Alabama, 
of  the  poorest  states  in  the  nation, 
ing  with  such  policy  problems,  he  sa 
probably  the  hardest  pan  of  his  iob. 
just  a  trace  of  boredom  in  his  voict 
adds:  "Making  money  is  actually 
easy.  "—Tho mas  C  O'DormeU 
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ck  with  the  facts. "  That's  been  a  prime  rule 
accounting.  But  with  chronic  inflation 
I  shifting  exchange  rates,  what  are  facts? 


Relativity  comes 
to  accounting 


Numbers  Game 


»  ANY  OF  THE  ACCOUNTING  ISSUES 

so  hotly  debated  these  days  are 
•  variations  on  a  single  theme: 
1  companies — and  their  accoun- 
-deal  exclusively  with  the  past,  or 
I  they  take  crystal  ball  in  hand  and 
an  attempt  to  judge  the  future" 
e  it  not  for  inflation,  this  question 
be  mildewing  in  accounting  texts, 
doesn't  take  long  for  rising  prices 
<e  many  of  the  numbers  on  tradi- 

financial  statements  obsolete — a 
liar  problem  for  capital-intensive 
ries,  where  assets  wind  up  valued 
jure  with  no  relationship  to  what 
:  worth.  With  so  much  informa- 
irown  off  base  by  inflation,  it  is 
singly  difficult  for  the  investor  to 

reasonable  predictions  about  a 
future — without  a  little  help  from 
mpany. 

Dne  side  of  the  battleground  stand 
companies,  extraordinarily  reluc- 
i  release  to  the  public  the  forecast- 
ures  that  they  produce  internally. 


After  all,  such  disclosure  subjects  a  com- 
pany to  two  great  fears:  The  forecasts 
could  be  high  and  wrong — or  low  and 
right.  Either  way  the  company  is  in  trou- 
ble. On  the  other  side  stands  the  Securi- 
ties &  Exchange  Commission,  which  de- 
cided in  1978  to  encourage  forecasting. 
And  in  the  middle,  manning  the  mortars, 
are  the  Big  Eight  firms,  which  take 
stands  ranging  from  Peat,  Marwick,  Mit- 
chell's interest  in  taking  on  the  work  to 
Arthur  Andersen  &.  Co.'s  steaming  oppo- 
sition to  the  whole  concept. 

Rising  above  the  battle,  like  Greek 
gods  peering  down  at  the  Trojan  War,  are 
two  of  the  statesmen  of  accounting:  John 
C.  (Sandy)  Burton,  47,  former  chief  ac- 
countant for  the  SEC  and  now  head  of 
Columbia  Business  School's  accounting 
department,  and  Oscar  Gellein,  69,  a 
onetime  member  of  the  FASB,  now  in 
thoughtful  retirement  from  Deloitte 
Haskins  &  Sells.  Logically,  knowledge- 
ably,  they  have  come  down  on  opposite 
sides  of  the  issue. 


In  his  quest  for  future-oriented  infor- 
mation, Sandy  Burton  is  a  pragmatist. 
"When  the  FASB  says  that  the  primary 
objective  of  financial  reporting  is  to  en- 
able investors  to  predict  the  amount,  tim- 
ing and  uncertainty  of  future  cash  flows, 
they  can't  reject  out  of  hand  that  a  fore- 
cast might  be  the  most  useful  informa- 
tion. You  only  look  at  the  past  because 
you're  trying  to  anticipate  the  future." 

Disagreeing,  Oscar  Gellein  insists  that 
the  accountant's  traditional  distinction 
between  the  past  and  the  future  must  be 
preserved.  "It  solely  gets  down  to  this: 
Can  accountants  measure  the  future 
with  sufficient  reliability  that  people  will 
believe  the  report?  If  you  try  to  mix  in 
everybody's  future  perceptions,  pretty 
soon  you'd  have  a  state  of  accounting 
that  nobody  has  confidence  in."  Gellein 
has  seen  enough  forecasts  go  down  the 
drain  to  be  rendered  permanently  suspi- 
cious, but  it's  not  the  unreliability  that 
bothers  him  so  much  as  crossing  the 
traditional  borderline  from  past  to  future 
too  quickly.  "A  forecast  is  not  a  financial 
statement.  I  see  a  big  difference  between 
the  two.  Is  the  public  better  served  if  the 
reporting  focuses  on  forecasts,  or  if  we 
develop  the  maximum  usefulness  of  the 
statements  we've  got  and  assume  that 
sophisticated  users  should  make  their 
own  forecasts?  Accounting  is  a  reference 
point."  Why  dilute  the  credibility  of  the 
General  Motors  financial  statements  by 
including  forecasts  of  car  sales  when 
more  disclosure  of  GM's  financial  data — 
how  old  their  plants  and  machines  are, 
for  example — would  enable  investors  to 
make  their  own  forecasts. 

Burton  recognizes  the  problem  and  rat- 
tles off  suggestions  for  a  forecasting 
method  he  thinks  would  be  accurate  in 
the  long  run.  "It  could  be  a  naive  fore- 
casting model,  where  you  would  take, 
say,  sales,  gross  margins,  a  few  other 
things  of  that  sort  over  the  past  five 
years,  then  fit  a  trend  line  to  them  and 
see  what  is  implied  for  next  year.  If  the 


lelleiti  (left)  and  John  C.  Burton 

:  ho  Ices  to  make  as  the  future  becomes  more  iffy. 
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company  has  a  forecast  which  is  sub- 
stantially different  they  should  disclose 
it  and  explain  it.  And  they  should  go 
back  and  compare  this  year's  results 
with  last  year's  forecast.  I  think  that's 
very  useful  information." 

Gellein  thinks  that's  all  a  waste  of 
time — that  it  would  be  more  useful  to  do 
a  better  iob  describing  the  past.  Here  he 
thinks  more  disclosure  would  help.  "It 
would  help  to  have  depreciable  costs 
classified  by  length  of  asset  life — people 
need  this  to  forecast  when  the  company 
will  have  to  pay  to  replace  those  facili- 
ties. You  should  also  break  out  costs  that 
are  significant  but  occur  sporadically: 
major  maintenance,  or  a  big  advertising 
campaign." 

Burton  agrees  with  everything  Gellein 
wants.  He  simply  thinks  all  that  supple- 
mental information  has  to  include  fore- 
casts, too.  There  are  too  many  variables 
left  unaccounted  for  otherwise:  new 
competitive  threats,  the  possibility  of 
raw  material  shortages,  a  major  new 
product  introduction  or  radical  techno- 
logical change. 

One  area  where  the  past-versus-future 
question  is  crucial  is  in  pension  account- 
ing. In  the  FASB's  recent  pension-plan 
accounting  statement  (Numbers  Game, 
Mar.  l'7),  the  board  decided  that  pension- 
plan  liabilities  couldn't  take  into  account 
an  employee's  future  salary,  even  though 
future  salary  determines  how  much  in 
benefits  the  plan  will  be  shelling  out. 
Gellein  was  on  the  board  at  the  time  and 
thought  long  and  hard  about  the  ques- 
tion. He  reasoned  that  here,  too,  accoun- 
tants had  better  stick  with  the  past. 
"Measuring  final  pay,"  he  says,  "is  some- 
thing accounting  has  no  competence  to 
do.  I  don't  think  anybody  does.  You  don't 
know  that  final  pay  might  be  higher — it 
might  be  lower,  too.  These  things  can 


always  go  the  other  direction." 

Even  the  controversial  area  of  translat- 
ing the  statements  of  foreign  operations 
involves  a  leap  into  the  future.  Right  now 
all  overseas  transactions  and  even  the 
subsidiary's  balance  sheet  are  translated 
into  dollars  at  the  end  of  each  period. 
Any  difference  between  now  and  the  pre- 
vious period  gets  counted  as  income  (or  a 
loss,  if  the  dollar  does  well).  Here  again, 
Gellein  wants  more  information  about 
that  foreign  income  number.  "Right  now 
all  kinds  of  income  effects  are  lumped 
together,  and  the  only  solution  I  have  is 
to  break  them  out  and  describe  them. 
Some  may  be  income,  some  not."  To 
minimize  the  sharp  swings  on  income 
statements  that  have  resulted,  some  ac- 
countants have  suggested  not  running  all 
the  currency  translations  through  the  in- 
come statement  but  simply  increasing  or 
decreasing  retained  earnings. 

Confusing  as  the  current  system  may 
be,  at  least  it's  consistent;  Gellein  thinks 
if  you  don't  take  all  the  changes  through 
the  income  statement,  you're  making  as- 
sumptions about  the  future  again.  "If  you 
translate  the  whole  balance  sheet  you  do 
produce  a  gain  or  loss,  and  if  you  don't 
take  that  amount  to  the  income  state- 
ment, you're  implying  that  in  the  long  run 
the  exchange  rate  will  even  out.  Other- 
wise, you'd  have  to  say  that  that  gain  or 
loss  was  income."  In  other  words,  show 
the  fluctuations  for  what  they  are:  the 
chances  you  take  for  operating  overseas. 

Sandy  Burton's  rejoinder  is  that  the 
current  approach,  where  all  gains  and 
losses  show  up  on  the  income  statement, 
is  another  example  of  the  FASB's  current 
interest  in  objectivity  in  the  state- 
ments— in  this  case,  translating  every- 
thing rather  than  making  a  judgment  call 
on  what  is  income. 

How  will  the  past-versus-future  dis- 


pute ever  be  resolved?  Over  thij 
term  Burton  and  Gellein  agree  thl 
most  basic  accounting  concepts  mi 
be  defined  more  precisely — a  need 
ed  up  by  the  foreign-currency  coni 
about  "income."  Deciding  what  ini 
capital  and  liability  really  are,  and! 
time  periods  you're  talking  about,  i 
help  resolve  dozens  of  sticky  ques 
When  does  a  firm  have  sufficient  ca 
When  is  a  pension  a  liability?  It  \ 
also  expedite  standard-setting  disci: 
on  other  matters,  since  argui 
wouldn't  have  to  start  at  square  01 
each  problem.  "Without  consensi 
concepts,"  Gellein  warns,  "you  ha 
argue  the  basics  inconclusively 
time  you  talk  about  a  specific  topic 
Gellein  is  arguing  for  a  go-slow  app 
on  changes.  "I'm  an  evolutionist 
says.  "Try  to  take  too  big  a  step  am 
won't  take  any." 

Burton's  reply?  He  is  proud  of  th 
curities  &.  Exchange  Commission 
quirements  in  its  proposed  new  10- 
port  for  a  management  analysis  se 
that  would  ask  for  far  more  in  the  w 
prediction  than  is  currently  encour 
Such  a  step,  he  feels,  is  crucial  alon 
way  to  providing  investors  with  a  v 
range  of  projections. 

It's  easy  to  understand  account 
reluctance  to  put  their  names  on  l 
bers    they    consider  unprovable, 
chronic  inflation  has  shifted  the  gr 
from  under  the  hard  figures  accoun 
traditionally  lived  by.  Since  the  ft 
itself  has  become  more  iffy,  more  u: 
tain,  more  surrealistic  if  you  will, 
accounting  itself  probably  has  no  cl 
but  to  become  more  interpretive, 
past  is  no  longer  a  wholly  reliable  g 
to  the  future,  and  everybody,  acc 
tants  and  investors  included,  has  to 

With  that.— Thomas  Baker 


Is  the  big,  privately  owned  company  a  relic  of 
the  past?  If  it  is,  nobody  bothered  to  tell  the 
owners  of  these  giant  outfits. 


Private  lives 


There  are  more  rugged  individual- 
ists in  America  than  most  people 
realize.  No  fewer  than  28  compa- 
nies with  $1  billion  or  more  in  sales 
remain  stubbornly  private.  The  largest, 
Cargill,  the  Minneapolis  grain  wholesal- 


er, had  1979  revenues  of  $12.7  billion. 
Bechtel,  the  San  Francisco  construction 
company,  maintains  its  private  owner- 
ship even  though  its  revenues  are  ap- 
proaching $7  billion.  Koch  Industries, 
the  Wichita  oil  company,  remains  pri- 


Statistical  Spotlightl 


vate  with  $3.8  billion  in  revenues, 
recent  takeover  offer  from  the  privs 
owned  investment  company  Tamco 
terprises  succeeds,  City  Investing  C 
$7  billion  insurance,  manufacturing 
home-building  conglomerate,  will 
the  private  ranks. 

Some  of  the  U.S.'  most  familiar  p 
ucts — Johnson's  Wax,  Hallmark  c& 
Mars  bars,  Reader's  Digest  and  the  Chi« 
Tribune — are  all  turned  out  by  pri 
companies.  What  keeps  them  priv 
Says  Charles  C.  Gates,  chairman  of 
$962  million  (revenues)  family-ow, 
Gates  Rubber  Co.,  "In  public  compa 
investors  measure  investment  valut 
terms  of  earnings  and  dividends.  Pri' 
investors  are  first  concerned  with 
endurance  of  the  enterprise." 

Thanks  to  the  increasing  paperw 
required  of  public  companies  and 
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When  was  the  last  time 
your  family  had  a  reunion? 


When  was  the  last  time  you  had  a  friendly  argument 
ith  your  Uncle?  Or  tasted  Grandma's  apple  pie? 

Last  Sunday?  Last  year?  Too  long  ago? 

Then  maybe  it's  time  you  rediscovered  the  family  spirit, 
nd  the  chance  to  share  the  joys  that  are  unique  to 
jch  American  family. 

At  USLIFE  Corporation,  we  strongly  believe  in  the 
)irit  of  the  family.  After  all,  count- 
ss  American  families  have  made 
SLIFE  what  it  is  today — one  of  the 
ggest  life  insurers  in  the  country. 
le  also  provide  families  across 


America  with  everything  from  consumer  credit  to  savings 
plans  and  title  insurance.  In  fact,  with  ten  life  insurance 
companies  and  ten  other  financial  services  companies 
in  our  organization,  you  might  say  USLIFE  is  a  family,  too. 
A  family  of  companies. 

Let  the  USLIFE  family  insure  the  strength  of  your 
family.  Just  look  for  the  USLIFE  company  where  you  live. 

And  why  not  make  plans  for  your 
family's  get-together  soon.  You  may 
have  the  time  of  your  life. 

USUFE  CORPORATION 
125  Maiden  Lane,  N  Y  ,  N  Y  10038 


IKilFE 

life  is  a  family  affair 


IR  FAMILY  OF  COMPANIES 

e  United  States  Life  Insurance  Company  •  USLIFE  Life  Insurance  Company  of  California  •  USLIFE  Credit  Life  'Great  National  Life  •  Old  Line  Life  •  All  American  Life  •  General  United  Life  • 
coin  Liberty  Life 'Sooner  Life  •  Security  of  America  Life 'USLIFE  Advisers.  Inc  'USLIFE  Credit  Corporation  •  USLIFE  Equity  Sales*  USLIFE  Financial  and  Insurance  Services  "USLIFE  Realty 
LIFE  Real  Estate  Services  •  USLIFE  Savings  and  Loan  Association  •  USLIFE  Systems  •  USLIFETitle  Insurance  Company  of  Dallas  •  USLIFE  Title  Insurance  Company  of  New  York 


publicity-garnering  attacks  on  executive 
perks  by  SEC  zealot  Stanley  Sporkin, 
some  huge  companies  that  went  public 
want  to  go  private  again. 

Low  price/earnings  multiples  for  public 
companies  remove  a  major  reason  for 
private  companies  going  public.  In  1972, 
at  the  height  of  the  go-go  period,  a  record 


491  companies  went  public  and  eager 
buyers  often  didn't  even  know  what  a 
company  made.  In  contrast,  only  100  or 
so  will  cross  the  line  this  year.  However, 
for  every  private  company  that  goes  pub- 
lic, any  number  of  other  private  compa- 
nies will  take  its  place.  Don't  forget  that 
while  most  big  companies  are  public, 


45%  of  all  U.S.  sales  are  generati 
privately  owned  businesses,  accord; 
Economic  Information  Systems,  a 
the  few  firms  that  keep  tabs  on  p\ 
business  activities.  Are  we  in  an  ^ 
faceless  corporate  enterprise?  Mayb 
nobody  seems  to  have  told  the  own 
the  companies  listed  below. 


The  50  largest  private  companies  in  the  U.S. 


The  list  below  is  based  on  data  compiled  by  Economic 
Information  Systems,  supplemented  by  additional  re- 
porting and  checking  by  Forbes.  Omitted  from  the 
compilation  are  privately  owned  financial  companies 


and  all  foreign-owned  companies  and  cooperatives.  In 
most  cases  the  revenue  figures  given  are  estimates;  most 
companies  refused  to  divulge  exact  sales  figures  and 
many  declined  even  to  confirm  our  estimates. 


1979  estimated 


Company 

Location 

Industry 

revenues  [millions] 

Cargill 

Minneapolis,  Minn 

Grain  wholesaling 

$12,711 

Mocatta  Metals 

New  York,  NY 

Bullion  dealers 

12,000 

Continental  Grain 

New  York,  NY 

Grain  wholesaling 

7,768 

RfM*ht#*i  r/*ronn 

ULIIMLI  U1UUU 

San  Francisco  Calif 

Engineering  services 

6,800* 

Koch  Industries 

Wichita,  Kan 

Crude  oil 

3*800 

Ingram 

New  Orleans,  La 

Petroleum  marketing 

3,500 

United  Parcel  Service 

New  York,  NY 

Package  delivery 

3,359 

Ken  Davis  Industries 

Ft  Worth,  Tex 

Multi-industry 

2,000 

Hughes  Aircraft 

Culver  City,  Calif 

Aerospace  products 

2,000 

Publix  Super  Marketst 

Lakeland,  Fla 

Food  retailing 

L933 

Garnac  Grain 

New  York,  NY 

Grain  exporting 

1,700 

Louis  Dreyfus 

Stamford,  Conn 

Grain  exporting 

1,500+ 

The  Austin  Co 

Cleveland,  Ohio 

Engineering  services 

l,500tt 

Mars 

McLean,  Va 

Candy 

1,400 

Dubuque  Packing 

Dubuque,  Iowa 

Meat  packing 

L400 

Carlson  Companies 

Minneapolis,  Minn 

Trading  stamps,  hotels 

1,400 

City  Title  Insurance 

New  York,  NY 

Title  insurance 

1,372 

Summa 

Las  Vegas,  Nev 

Hotels,  casinos 

1,343 

Milliken  &  Co 

New  York,  NY 

Textiles 

1,341 

SI  Newhouse  Advance  Publishing 

Staten  Island,  NY 

Publishing 

l',200 

SC  Johnson  &  Sons 

Racine,  Wis 

Polishes 

1,200 

Stephens 

Little  Rock,  Ark 

Department  stores 

1,196 

Peabody  Coal 

St  Louis,  Mo 

Coal 

1,132 

Tribune  Co 

Chicago,  111 

Communications 

1,115 

Peter  Kiewit  &  Sons 

Omaha,  Neb 

Heavy  construction 

1,034 

Farr  Man 

New  York,  NY 

Commodity  trading 

1,000 

Reader's  Digest  Association 

Pleasantville,  NY 

Periodicals 

1,000 

Belk  Brothers 

Charlotte,  NC 

Department  stores 

1,000" 

Gates  Rubber 

Denver  Colo 

Rubber  products 

962 

Mobay  Chemical 

Pittsburgh,  Penna 

Chemicals 

955 

Scurlock  Oil 

Houston,  Tex 

Petroleum  wholesaling 

905 

HE  Butt  Grocery 

Corpus  Christi,  Tex 

Groceries 

900 

Hallmark  Cards 

Kansas  City,  Mo 

Greeting  cards 

850 

Topco  Associated 

Skokie  111 

1X\_  Ldll  l,  t  i  1    L  1  1  L  ^ 

802 

Guy  F  Atkinson 

San  Francisco,  Calif 

Engineering  services 

798 

Peat,  Marwickt 

New  York,  NY 

Accounting 

775tt 

The  Andersons 

Maumee,  Ohio 

Agricultural  commodities 

774 

Greenwich  Mills 

Secaucus,  NJ 

Coffee 

759 

Hunt  Oil 

Dallas,  Tex 

Oil/gas  production/refining 

745 

Roseburg  Lumber 

Roseburg,  Ore 

Softwood,  veneers 

719 

Coopers  &  Lybrandt 

New  York,  NY 

Accounting 

711 

Spartan  Stores 

Grand  Rapids,  Mich 

Grocery  wholesaling 

702 

Meijer 

Grand  Rapids,  Mich 

Grocery  stores 

695 

Hy-Vee  Food  Stores 

Chariton,  Iowa 

Groceries 

683 

Arthur  Youngt 

New  York,  NY 

Accounting 

650 

Arthur  Andersen! 

Chicago,  111 

Accounting 

645 

Price  Waterhouset 

New  York,  NY 

Accounting 

635 

Southwire 

Carrollton,  Ga 

Electrical  wire 

632 

American  Securities 

New  York,  NY 

Securities 

624 

Am  way 

Ada,  Mich. 

Cleaning  products 

600+ 

•Revenue  work  off.  tEmployee-owned.  tt Engineering  News-Record.  "Chain 

Store  Age  {Partnership  itEstimate  for  June  30,  1980. 
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provided  the  loan 
that  launched  S&E 
Shipping  Corporation  s 
new  ore  carrier,  the 
Kinsman  Independent. 


AmeriTrust. 
'    The  Bank 

ent  the  money  to  l\  a 

farmland  Industries  lilOl 
o  reap  bumper  crops      W  JjCIV 
hroughout  the  *ri  v 

nidwest.  J**^.Jitorf^ 


rolled  out  a  line  of  credit  for 
export  of  truck  axle  components 
from  Eaton  Corporation  to 
an  affiliate  in  Venezuela. 


helps  Pickands  Mather 
spotlight  its  cash  position 
/with  daily  computerized 
updates. 


Shierfflust 

Headquarters:  Cleveland.  Ohio 

Making  things  happen 
in  MidAmerica. 


MOST  OF  A 

TIME  IS  SPEll 
YET  IT'S  THi 
LEAST  OU A 

It  starts  the  moment  you  walk  through  the  door. 
The  phone  rings.  You  pick  it  up  and  listen. 

An  associate  comes  into  your  office  with  a  problem.  And  you  listen. 
You  rush  off  to  one  meeting  after  another.  And  listen. 
The  fact  is  executives  spend  more  time  listening  than  they  do  anything 


XECUTIVE'S 

LISTENING. 
HING  HE® 
HED  TO  DO. 

But  unfortunately,  mucin  of  this  time  is  wasted. 
Research  studies  show  that  on  the  average  we  listen  at  a  25%  level 
:fficiency. 

A  statistic  that  is  not  only  surprisingly  low,  but  terribly  costly. 
When  executives  dont  listen  effectively,  communication  breaks  down. 
Ideas  and  information  get  distorted  by  as  much  as  80%  as  they  travel 
mgh  the  organization. 

Yet  as  critical  as  listening  is,  it's  the  one  skill  were  never  really 
ned  to  do. 

Well,  as  one  of  the  world's  largest  corporations,  we  at  Sperry  are  making 
z  our  executives  are  as  qualified  at  listening  as  they  are  at  everything  else. 
We  have  special  listening  programs  that  Sperry  employees  worldwide 
,  attend.  From  Sperry  Univac  computer  representatives  to  Sperry  New 
lland  agricultural  engineers  to  the  Chairman  of  the  Board. 
These  programs  are  helping  us  take  full  advantage  of  all  the  time  we 
ad  listening. 

As  a  result,  when  you  talk  to  someone  from  Sperry,  one  things  for 
ain:  Neither  of  us  will  be  wasting  time. 


We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland  farm  equipment, 
Sperry  Vickers  fluid  power  systems,  arul  guidance  and  control  equipment 
fr<rm  Sperry  division  and  Sperry  Flight  Systems. 

How  qualified  a  listener  are  you! 

Sperry,  Dept.  4E,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019  for  a  listening  quiz  that's  both  fun  and  a  little  surprising. 


Why  the  oil  &  gas  industry  is  turning 

to  Ingersoll-Rand. 


Bateman  Lake  is  the  kind  of  place  that  demands 
machines  built  better  than  they  have  to  be. 

The  search  for  oil  and 
gas  is  moving  to  more 
remote  locations.  This 
means  an  increasing 
need  for  machinery  that 
can  run  day  and  night  in 
the  most  severe 
environments. 

For  example,  our 
compressor  at  Bateman 
Lake  is  visited  by  more 
alligators  than  people. 

Sitting  in  the  middleof 
a  bayou  in  Louisiana, 
our  rotary  engine-driven 
compressor  ran  for 

more  than  two  years 
before  any  major  main- 
tenance was  required. 
Its  assignment:  to 
compress  natural  gas 
for  pipeline  trans- 
portation. 

It's  not  an  easy  place 
to  operate.  In  summer, 
it's  like  a  steam  bath. 
Winter  brings  fog  and 
rain.  Floods  and  insects 
arrive  in  the  spring. 

Asa  result,  we  ha  veto 
make  sure  our  machin- 
ery can  pretty  much  take 
care  of  itself. 

Ingersoll-Rand  manu- 
factures a  wide  variety  of 
machinery  to  meet  the 
world's  expanding 
energy  needs. 

Our  compressors  are 
forcing  oil  up  from  the 
North  Sea.  Our  pumps 
are  moving  sea  water  to 
repressurize  oil  fields  in 
the  Middle  East.  Our 
drills  are  finding  more 
natural  gas  in  the 
eastern  United  States. 

Whatever  the  applica- 
tion, our  manufacturing 
philosophy  is  the  same. 
We  build  our  products  to 
weather  the  worst  of 
conditions. 

□  INGERSOLL-RAND 


For  a  copy  of  our  new  annual  report,  write  to  Ingersoll-Rand  Company,  Dept.  114,  Woodcliff  Lake,  Nj  07675 


d  old  Mobil  Corp.  has  been  acting  like  a  hot  $2  stock  lately.  Isn't 
out  of  character?  Not  if  the  company  strikes  pay  dirt  in  Hibernia. 


Mobil  heats  up  again 


The  Streetwalker 


)me  days  it  looks  like  all  the 
peculative  money  in  the  world  is 
till  concentrated  in  the  oil  stocks. 

Mobil  Corp.,  a  giant  company, 
;  equity  is  bouncing  around  like 
lot  little  stock.  Mobil  was  50  at 
ixt  of  the  year,  pinwheeled  up  to 
e  highest  at  which  it  has  traded  in 
D  years — and  then  sank  below  60 

Recently  the  stock  was  selling 
1  the  low  70s. 

e  talking  here  about  billions  of 
.  Mobil  has  212  million  shares  out- 
lg.  When  it  moves  nearly  40 
as  it  has  this  year,  $8.5  billion  in 
:  value  is  involved.  Early  in  the 
le  stock  market  said  Mobil  Oil 
was  worth  about  $10.6  billion.  It 
jrth  $19  billion  a  few  months  lat- 
n  back  to  $12  billion.  It's  nothing 
stock  to  gain  or  lose  $1  million  in 
I  trading  day.  There's  a  lot  of  mon- 
hing  around  there, 
t's  going  on?  If  you  don't  know, 
iven't  been  reading  the  newspa- 
lobil  Oil  has  announced  signs  of  a 
ind  in  two  wells  drilled  offshore  in 
rand  Banks,  165  nautical  miles 
ast  of  Newfoundland.  With  oil  at 
arrel,  "major  finds"  have  a  certain 

;oing  to  take  a  lot  more  drilling 
there  are  any  definitive  answers  to 
ajor  these  finds  will  be.  Mobil  Oil 
i,  Ltd.  has  sunk  two  appraisal  wells 
under  3  miles  north  and  west  of  the 
1  Hibernia  P- 1 5  hole.  The  logs  show 
arbons  in  both  those  wells,  and 
las  also  reported  finding  "favorable 
ons"  in  Ben  Nevis  1-45,  a  wildcat 
l  that  was  spudded  into  a  separate 
ire  some  24  miles  to  the  east  of 
ia  P-15. 

eologists  like  Ed  Zederayko,  who 
;n  poring  over  the  bits  and  pieces 
lligence  from  his  office  at  Gordon 
:ies,  Ltd.  in  Calgary,  Alta.,  "the 


indications  are  very  strong"  that  Hiber- 
nia's  potential  is  well  above  the  half- 
billion  barrels  or  so  needed  to  justify  de- 
velopment. William  Randol,  an  analyst 
for  Salomon  Brothers,  argues  flatly  that 
signs  all  show  reserves  of  "more  than  1 
billion  barrels,  maybe  2  billion  and  in  no 
case  less  than  750  million.  It's  a  North 
Sea  type  of  field." 

Let's  assume  Randol  knows  what  he  is 
talking  about  and  let's  take  his  most 
conservative  figure.  At  $35  a  barrel,  750 
million  barrels  of  oil  would  be  worth, 
let's  see,  $26  billion.  Mobil's  share  is 
28%.  Put  that  in  your  calculator!  That's 
at  least  200  million  barrels  for  Mobil. 
Unproduced  oil  has  recently  sold  for  $13 
and  more  a  barrel,  so  you  can  see  the 
potential  amount  of  money  involved  in 
the  Grand  Banks  for  Mobil. 

The  prognosis  is  somewhat  more  re- 
strained on  the  Ben  Nevis  hole,  largely 
because  there  is  even  less  information  to 
go  by.  There  are,  however,  a  number  ^of 
geological  formations  like  it  in  the  area, 
and  bulls  such  as  Ed  Zederayko  feel  that 
Mobil  may  have  "come  on  something 
unusual.  Oil  tends  to  appear  in  a  few  very 
large  areas,"  says  Zederayko,  conjuring 
up  the  hope  that  offshore  Newfoundland 
will  soon  rank  with  such  major  strikes  as 
Hugoton,  east  Texas  and  Prudhoe  Bay. 

The  most  volatile  way  into  the  Hiber- 
nia play  is  Gulf  Canada  which,  before  its 
recent  5-for-l  split,  had  bucketed  from  a 
low  of  39  to  a  high  of  168  and  then  back 
on  down  to  133.  Next  to  Mobil,  Gulf 
Canada  has  the  second-biggest  participa- 
tion in  Hibernia  P-15*  (25%  vs.  28%), 
and  the  •third-largest  participation 
(18.75%  vs.  56%)  in  Ben  Nevis.  Thanks 
in  part  to  its  solid  exploration  and 
growth  record,  however,  Gulf  Canada  is 

'The  oilier  partners  in  Hibernia  P-15  are  Cheiron  Stan- 
dard, a  SoCal  affiliate,  16  4%  and  Columbia  Gas,  5  5% 
The  Canadian  government's  Petro-Canada  is  a  25% 
partner  in  both  Hibernia  and  Ben  Neins. 


trading  at  a  superhigh  26  times  earnings, 
compared  with  only  6  times  for  its  par- 
ent Gulf  Oil,  6  times  for  Mobil  and  Stan- 
dard Oil  of  California  and  9  times  for 
Columbia  Gas. 

Gulf  Canada  also  has  a  strong  position 
in  such  promising  areas  as  the  Beaufort 
Sea,  but  more  than  20  times  earnings  is 
pretty  rich  for  a  stock  that  is  currently 
selling  for  a  23%  premium  over  its  ap- 
praised value  of  $22  a  share. 

One  of  the  surest  signs  that  Gulf  Can- 
ada has  been  trading  at  rather  rich  levels 
is  the  shrewd  way  in  which  the  parent 
Gulf  moved  to  capitalize  on  its  68% 
equity  in  the  company.  Pinched  for  cap- 
ital to  support  the  catch-up  ball  it  is 
playing  on  its  exploration  program,  Gulf 
raised  a  quick  $220  million  merely  by 
selling  2  million  of  the  30  million  pre- 
split  shares  of  Gulf  Canada  it  owns. 
(You  never  heard  of  an  insider  selling 
out  at  the  bottom,  did  you?) 

The  parent  Gulf  Oil  is  selling  at  a  deep 
discount  below  appraised  net  worth,  and 
does  have  its  partisans,  even  though 
most  analysts  think  the  best  way  to  buy 
a  call  on  the  production  potential  of 
Grand  Banks  is  through  Mobil,  with 
Standard  Oil  of  California  coming  in  as  a 
close  second  choice. 

"What  you  want,"  says  Bruce  Lazier, 
who  follows  the  oils  for  Paine  Webber 
Mitchell  Hutchins,  "is  a  solid  company 
trading  at  a  low  multiple  that  will  give 
you  a  real  kicker  in  Hibernia  with  limit- 
ed downside  risk.  I  prefer  Mobil."  Even 
at  its  current  price  Mobil  trades  at  about 
6  times  probable  1980  earnings;  so  you're 
getting  the  Hibernia  play  almost  free. 
Lazier,  like  Salomon  Brothers'  Bill  Ran- 
dol, argues  that  Mobil's  larger  participa- 
tion in  the  Newfoundland  venture  makes 
it  a  more  interesting  play  than  SoCal. 
"Mobil's  6.3  million  acres,"  says  Lazier, 
"almost  blanket  the  whole  concession." 

In  statistical  profile,  Mobil  and  SoCal 
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show  some  remarkable  resemblances. 
Both  earn  close  to  20%  on  equity,  both 
generate  about  the  same  cash  flow 
($14.58)  a  share.  SoCal's  earnings  growth 
rate  is  a  little  better,  but  Mobil  sells  at  a 
somewhat  deeper  discount  from  ap- 
praised value,  and  at  the  moment  has  a 
lot  going  for  it. 

The  company  has  cash  to  bum,  thanks 
both  to  the  very  high  level  of  earnings  in 
which  the  industry  is  awash  and  the 
$459  million  gain  it  picked  up  in  the  first 
quarter  on  the  sale  of  its  interest  in  Bel- 
ridge  Oil  to  Shell.  The  purchase  of  Gener- 
al Crude  Oil  for  almost  $800  million  last 


year  added  significantly  to  reserves.  This 
purchase  and  the  rising  tide  of  produc- 
tion from  the  North  Sea  are  two  of  the 
reasons  why  Paine  Webber's  Lazier 
thinks  Mobil  may  earn  as  much  as 
$12.25  a  share  this  year,  compared  with 
$9.46  a  share  last  year. 

It  would  be  years,  of  course,  before 
Hibernia  or  Ben  Nevis  could  add  to  Mo- 
bil's profits.  Moreover,  beyond  the  stan- 
dard economic  questions  (how  much  oil 
is  there  and  how  much  will  it  cost  to  get 
it  out),  there  are  a  number  of  still  unre- 
solved political  questions  flaring  up  in 
Canada. 


One  of  the  X-factors  involves  a 
gled  discussion  of  whether  the  Cam 
federal  government  or  the  Provin 
Newfoundland  has  jurisdiction  ove 
area.  The  Province  contends  it  is 
tied  to  a  40%  share  in  any  leaa 
grants,  a  cut  that  could  make  hai 
the  big  profits  some  analysts  at 
blithely  projecting.  Some  ifs  in  the 
tions  arc  a  lot  clearer  now  than  se 
weeks  ago.  Once-burned,  twice-shy 
arc  being  a  little  more  cautious  the 
ond  time  around.  The  reaction  may 
vide  an  excellent  opportunity  foil 
prudently  venturesome.— Richard  Pba 
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Earnings  are  down,  diversification  is  muddled, 
The  giant  of  convenience  stores  has  lost  its  way 


the  stock  is  way  don 
Suddenly,  there's . 


Trauma 
at  Southland 


By  Tedd  A.  Cohen 


When  Southland  Corp.'s  stock 
began  plummeting  late  last  year 
from  a  high  of  3 1  Va,  it  was  clear 
to  investors  that  something  unpleasant 
was  afoot.  First  came  word  of  reshuffling 
of  executives.  Then  the  earnings  report 
for  the  first  quarter  of  1980:  down.  Alto- 
gether the  stock  lost  nearly  14  points 
before  it  recovered  a  bit  recently.  What 
all  this  reflects  is  that  Southland,  which 
got  89%  of  its  $3.9  billion  in  sales  last 
year  from  its  almost  7,000  7-Eleven  con- 
venience stores,  has  been  losing  its  for- 
midable edge  in  its  segment  of  retailing 
to  direct  competitors,  to  changing  shop- 
ping patterns  and  to  its  own  arrogance. 

A  year  ago,  a  top  merchandising  execu- 
tive of  the  Dallas-based  company  re- 
ferred to  Southland's  7-Eleven  business 
as  "damn  near  foolproof."  But  by  that 
time,  at  least  the  insiders  should  have 
known  they  had  been  grappling  with  en- 
demic problems  and  inadequate  solu- 
tions for  almost  a  decade.  SRI  Interna- 
tional prepared  a  study  for  the  National 
Association  of  Convenience  Stores  on 
the  industry  outlook  for  the  1980s.  The 
study  was  hardly  encouraging.  It  pointed 
out  that  inflation  created  a  situation  in 
which  "real  growth  of  sales  per  store, 


excluding  gasoline,  has  been  virtually 
nonexistent  during  the  1970s."  Signif- 
icantly, Southland  began  rapidly  install- 
ing pumps  and  selling  gasoline  in  1972, 
presumably  in  response  to  the  lack  of  real 
growth  in  the  rest  of  the  business. 

If  you  look  at  the  figures  for  the  past 
few  years,  there  does  seem  to  be  growth. 
Over  the  past  five  years  aftertax  earnings 
and  revenues  have  more  than  doubled  to 
$83  million,  or  $3.06  per  share  on  sales  of 
around  $4  billion  last  year.  But  17%  of 
the  7-Eleven  sales  was  gasoline,  which 
more  than  quadrupled  since  1975,  while 
the  staples — bread,  dairy  products,  can- 
dy, soft  drinks  and  beer  and  wine — have 
fallen  as  a  percentage  of  total  sales.  An- 
other sure  thing — cigarettes,  the  item 
most  regularly  bought  at  convenience 
stores — fell  from  15.6%  of  total  sales  to 
12.9%  last  year.  In  other  words,  the  bulk 
of  the  growth  is  coming  from  gasoline 
(just  30%  of  7-Eleven  stores  sell  it),  the 
demand  for  which  is  already  falling,  and 
cigarettes  will  do  scarcely  better. 

Worse  yet,  gasoline  retailers  have  been 
moving  into  the  convenience  business 
either  on  their  own  (by  installing  shelves 
for  bread  and  coolers  for  milk)  or  through 
the  encouragement  of  such  oil  compa- 
nies as  Atlantic  Richfield  Co.,  which  are 
looking  for  ways  to  keep  their  dealers 


profitable  in  the  face  of  the  declin< 
consumer  demand  for  gas. 

Consumer  buying  patterns  seem 
to  have  changed.  Supermarkets  in  m| 
parts  of  the  country  are  staying 
longer,  sometimes  24  hours  a  day,  set 
days  a  week,  making  it  just  as  easi 
pull  into  the  local  Safeway  or  Weinj 
ten's  at  midnight  for  a  loaf  of  bread  a 
is  to  stop  at  the  7-Eleven,  Fairml 
Foods'  U-tote-M  or  Circle  K. 

The  late  Jodie  Thompson,  whose  f; 
ily  still  runs  the  company,  founl 
Southland  back  in  1927.  His  stoi 
which  later  acquired  the  tag  "coq 
nience,"  succeeded  because  they  offe) 
customers  one  clear-cut  benefit:  til 
You  knew  you  could  pop  in  for  a  I 
minute  buy  of  some  staple  without  w 
ing  through  acres  of  other  merchanc 
or  waiting  for  a  clerk.  You  pay  a  relati 
ly  high  price  for  that  convenience, 
example,  in  Houston  a  14-ounce  bottli 
Heinz  catsup  costs  95  cents  at  7-Elew 
58  cents  at  Weingarten's.  But  it  v 
clearly  something  consumers  want 
because  Southland  managed  to  buik 
7,000-store  chain  and  a  multibillion-d 
lar  business  on  the  idea.  And  others — I 
next  biggest  being  Phoenix-based  Ciri 
K  Corp. — have  done  a  pretty  good  jobj 
copying  the  formula. 
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These  days,  knowing  how  to 
•ring  home  your  profits  is  just 
s  important  as  knowing  how 

)  make  them. 


When  you  consider  the  high  cost  of 
dit  nowadays,  the  need  to  repatriate 
h  is  obvious. 

What's  less  obvious  is  how  and  when 
1o  it. 

Every  day  international  business  and 
planning  gets  a  little  more  complex. 
Which  is  why  we  make  such  a  point 
)eloitte  Haskins  &  Sells  of  having 
>ple  with  the  right  international  experi- 
e  work  with  our  clients. 
Some  are  stateside— our  U.S.  tax 
)ple,  who  understand  American  multi- 
onals  from  working  with  many  of 
n. 

Equally  useful  are  our  tax  people 
rseas.  They  know  the  local  tax  and 
;iness  practices  as  only  someone 
ally- based  does. 


Deloitte  Haskins  &  Sells  1114  Avenue  of  the  Americas 
>rk.  N  Y  10036 


When  these  professionals  work 
together  on  your  behalf,  the  results  can 
be  impressive  indeed. 

It  may  be  something  as  basic  as 
selecting  the  best  organizational  structure 
to  minimize  taxes  in  a  particular  country. 

Or  maybe  it's  helping  you  take  another 
look  at  your  royalty  arrangements. 
Or  your  use  of  foreign  tax  credits. 

Or  perhaps  it's  working  with  you  to 
reduce  the  high  tax  cost  of  sending  your 
people  overseas. 

If  you're  involved  with  your  company's 
international  financial  planning,  help  like 
this  can  be  mighty  useful. 

The  world  may  be 
getting  smaller.  But  do- 
ing business  around  it 
isn't  getting  any  easier. 


Deloitte 
Haskins  Sells 

Beyond  the  bottom  line'" 


As  the  competition  has  built  its  own 
chains  and  the  company's  traditional 
markets  have  become  saturated,  South- 
land has  tried  to  cash  in  on  the  fast-foods 
boom  and  the  replacement  auto-parts 
business,  but  with  indifferent  success. 

Southland  figured  that  with  all  those 
7-Eleven  stores  around  the  country,  it 


could  move  against  McDonald's  and  Bur- 
ger King.  And,  in  a  way,  it  has.  You  can 
go  to  a  7-Eleven  for  a  sandwich,  shipped 
frozen  to  the  store  where  it  is  heated  in  a 
microwave  oven.  "That  move,"  says  a 
restaurant  industry  security  analyst, 
"suggests  to  me  that  they've  got  trou- 
bles. I  don't  see  what  more  convenience 


.4/  30%  of  Southland's  stores,  customers  can  pump  their  own  gas 
instead  of  the  staples  that  built  it,  a  push  into  gas,  fast  foods,  auto  parts. 


they  have  provided  compared  to  I 
at  McDonald's.  It  shows  they've  | 
do  anything  they  can  to  increase 
ness."  Southland  isn't  telling  ho' 
doing  in  fast  food;  its  executives  nil 
to  be  interviewed  by  Forbes  abou[ 
thing.  Yet  it  is  hard  to  imagine! 
soggy  microwaved  sandwiches  \\ 
make  serious  inroads  in  a  bus 
whose  growth  rate  is  slowing  downl 

The  auto-parts  business  looks  n<| 
ter.  A  couple  of  years  ago,  Southland 
$20  million  for  Chief  Auto  Parts,  a| 
store  chain  based  in  southern  Califcl 
Southland  has  already  opened  52 
in  the  Dallas-Ft.  Worth  area  and  | 
mored  to  be  taking  the  business  nal 
wide  with  several  thousand  storesl 
Wall  Street  observers  are  dubious.  V\l 
Schenker,  Drexel  Burnham  Lamll 
auto-parts  analyst,  notes  that  the 
ness  "requires  specialization  and 
expertise.  There's  no  knowledge  req' 
to  run  a  7-Eleven,  where  a  loaf  of  brt 
a  loaf  of  bread." 

Trying  to  make  it  selling  parts  to  c 
yourself  mechanics  puts  South 
smack  against  Sears  and  K  mart  plus 
of  local  auto-parts  retailers,  who 
know  how  to  sell  price,  whereas  Sc 
land's  experience  is  selling  conveni 
at  high  prices.  Merrill  Lynch's  Get 
Quint  believes  Southland  will  hav 
succeed  in  auto  parts  if  it  is  to  mair 
earnings  growth  at  a  15%  annual  1> 
Considering  the  competition,  that  c 
take  a  lot  of  doing  for  a  novice. 

Meanwhile,  one  close  observer 
gests  that  Southland  may  now  abar 
its  oft-expressed  goal  of  10,000  7-El< 
stores.  It  takes  a  lot  of  store  turn 
before  you  get  stores  that  will  do  enc 
business  to  stay  alive.  Last  year,  fo: 
stance,  the  company  opened  666  ne' 
Elevens  and  closed  460  in  the  U.S. 
Canada.  Clearly,  it  will  take  a 
churning  of  capital  to  get  those  3, 
new  ones,  especially  if  they  have  tc 
elude  costly  gasoline  tanks  and  pump 
addition  to  shelves  and  refrigerators. 

Bo  Cheadle,  an  analyst  with  the  Hi 
ton-based   brokerage   house   of  Rc 
Mosle,  recently  cut  his  1980  earn 
estimate  from  $3.40  to  $3.25,  after 
ing  Southland  off  his  short-term  buy 
and  telling  his  clients  to  buy  Circl 
instead.  (Ironically,  one  of  Rotan's 
presidents  is  a  Southland  director.)  ( 
reason  was  Southland's  implied  dissa 
faction  with  the  results  of  the  stores  d 
sion  after  the  company  forced  out  a  \| 
president.  Brought  in  from  Californisj 
fix  the  sagging  southeast  and  southwl 
stores,  he  cut  loose  dozens  of  divisil 
zone  and  district  managers,  many 
them  old-timers  who  were  favorites 
the  Thompson  family.  But,  after  neal 
two  years,  the  figures  were  still  not  g<\\ 
enough,  so  he  departed. 

This  much  is  clear:  7-Eleven  isnj 
foolproof  business  anymore.  ■ 
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rhe  most  colorful  coverage  of  the  week 


New  diet  for  insurance 

executives! 

Eating  crow  is  not  our  favorite  gastronomic  experience. 

But  weVe  recently  discovered  that  hearing  you  out,  even  on 
very  unpleasant  matters,  can  be  healthy  for  both  of  us. 

Last  year,  for  example,  /Etna  sat  down  with  the  National 
People's  Action  coalition  to  digest  complaints  about  the  way  property 


nsurance  is  sold —and  not  sold —in  inner-city  neighborhoods. 

That  dialogue  produced  results  you  should  appreciate!  Just  as 
)ther  consumer  contacts  have  encouraged  changes  like  our  Privacy 
Protection  hotline.  And  the  new,  lower-cost  /Economaster  life 
nsurance.2 

Our  91,000  discussions  last  year  with  often  less-than-chummy 
:onsumers  indicate,  however,  that  there  are  still  answers  we  haven't 
ound. 

A  lot  of  you  aren't  happy  about  who  pays  what  for  auto  insur- 
uice.  So  we're  taking  another  look  at  how  rates  are  figured  by  age, 
sex,  and  marital  status.3 

And  absolutely  none  of  you  out  there  is  happy  about  steadily- 
ising  health  care  costs.  Which  is  why  we're  taking  a  hard  look  at  the 
mtire  health  care  system,  including  health  policies  themselves.4 

The  point  is  simple:  //  we're  going  to  offer  the  kind  of  insurance 
you  need  and  want  today,  we  have  to  listen -and  not  just  to  what 
ve  like  to  hear.5 

iEtna  may  not  agree  with  your  every  gripe.  If  not,  we'll  tell 
fou  so.  But  we  promise  you'll  get  action,  not  words,  when  we  do. 

£tna 

ants  insurance  to  be  affordable. 


Iks  with  the  NPA— a  con- 
coalition  of  over  100  inner- 
ighborhood  groups  — led  to 
e-fold  test  program  now 
vay  in  sections  of  Chicago, 
ind,  New  York,  and  Phila- 
.  We're  encouraging  agents 
3  help  us  write  more  home- 
>  insurance.  In  two  of  these 
ve're  offering  a  new  "Home 
Policy"  that  makes  inner- 
isurance  affordable.  And 
put  up  a  $225,000  grant 
)  reclaim  rundown  areas, 
!  by  a  commitment  of  up  to 
illion  in  higher-risk  urban 
pment  loans. 


2  The  hotline  is  just  the  most 
recent  expression  of  our  long- 
standing concern.  If  you  want  to 
know  what  information  we  have 
about  you  on  file,  just  ask.  If  you 
tell  us  something's  wrong,  we'll 
reinvestigate  and  respond.  As  to 
/Economaster,  it  not  only  offers 
lower  premiums  to  start  with,  it 
can  lower  them  even  further 
when  interest  rates  go  up  — a 
hedge  against  inflation. 

3  Our  studies  so  far  show  that 
about  half  of  you  think  the  tradi- 
tional rating  criteria  are  unfair. 
When  told  that  new  criteria  could 
mean  more  money  out  of  your 


pocket,  however,  only  about  a 
third  still  thought  change  was  a 
good  idea.  In  the  real  world,  deci- 
sions often  involve  some  tradeoff 
between  costs  and  benefits.  What 
we  have  here  are  two  problems 
to  solve  at  once. 

4  Etna  recognizes  we've 
helped  fuel  rising  costs  by  selling 
health  insurance  that  doesn't  al- 
ways give  the  consumer  a  reason 
to  be  concerned  about  them.  De- 
ductibles and  co-insurance  while 
effective  aren't  always  popular. 
Unfortunately  we  too  often  give 
the  customer  what  he  wants  with- 
out looking  at  the  tradeoffs.  We 


also  haven't  done  enough  to  edu- 
cate people  to  take  better  care  of 
themselves  or  know  when  they're 
sick.  Prevention  is  still  cheaper 
than  treatment. 

5  It's  now  company  policy  to 
invite  representatives  from  groups 
like  the  National  Consumers' 
League  up  to  Hartford.  And 
^tna  now  has  21  of  its  own  con- 
sumer representatives  who  re- 
spond to  your  questions,  sugges- 
tions, and  complaints  — somewhat 
unusual  for  an  industry  that's 
spent  the  last  hundred  years 
mostly  listening  to  itself. 


if e  &  Casualty, 
mington  Avenue, 
d,  CT  06156 


LIFE  &  CASUALTY 


Report  from  Number  One  Wall  Street 


!C  : 


"An  individual  with  a  $500,000  estate 
can  save  more  than  $70,000  in  taxes 
if  the  estate  is  planned  properly." 

"Taxes  on  your  estate  could  be  dramatically  reduced  by  combining  the 
maximum  marital  deduction  and  a  'tax  sheltered'  trust  for  the  balance  of 
the  estate."  That's  Janet  E.  Hunt  talking,  Senior  Vice  President,  Personal 
Trust  Division. 

"This  benefit  is  typical  of  what  we  can  achieve  by  working  with  you,  your 
attorney,  accountant,  and  insurance  agent  to  create  a  tightly  knit,  coordi- 
nated plan  that  meets  your  goals. 

"Most  of  our  trust  officers  have  law  degrees,  which  enable  them  to  work 
effectively  with  your  attorney.  Should  complicated  tax  problems  arise, 
your  trust  account  is  brought  immediately  to  the  attention  of  our  Fidu- 
ciary Tax  Department  with  its  special  expertise  in  estate  and  trust  tax  law. 


Janet  E.  Hunt,  Senior  VP, 
typifies  the  way  Irving  Trust 
works  for  trust  customers:  with 
personal  concern  and  profes- 
sional competence. 


"And,  at  Irving  Trust,  because  our  trust  officers  are  assigned  a  limited 
number  of  accounts,  you  are  assured  that  all  inquiries  or  requests  receive 
prompt  and  personal  attention." 

For  a  review  of  your  trust  needs— and  fresh  ideas  about  how  to  preserve 
your  wealth— call  on  the  people  who  will  make  sure  your  estate  gets  its  full 
monev's  worth.  Janet  E.  Hunt  can  be  reached  at  212/487-2350.  Irving 
Trust  Company,  One  Wall  Street,  New  York,  N.Y.  10015. 


Irving  Trust 

Unique.  Worldwide. 


Member  FDIC 


coming  steel  shortage  keeps  coming,  and 
>ou  believe  it  will  one  day  arrive,  you 
bahly  can't  buy  in  much  cheaper 


How  to  play  the 
steelyard  blues 


The  Streetwalker 


OU  WOULD  HAVE  THOUGHT  that  by 

now  nobody  in  his  right  mind 
would  be  telling  you  to  buy  steel 
,.  As  an  industry,  after  all,  steel  has 
le  nothing  short  of  disastrous,  with 
teel  permanently  closing  15  mills 
11  for  an  $800  million  pretax  loss, 
mports  taking  15%  of  a  U.S.  mar- 
here  cars  are  getting  smaller  and 
:ewer.  The  list  of  ills  runs  on  and 
ming  finally  to  the  fact  that  Repub- 
el  is  selling  at  a  76%  discount  from 
■alue.  So,  along  comes  a  contrarian, 
Webber's  steel  analyst  Peter  Mar- 
i  tell  us  this  is  the  time  to  buy.  And 
Because,  says  Marcus,  steel  stocks 
ling  at  less  than  J  to  2  times — are 
;ady  for  this? — potential  recovery 

it  Marcus  sees  ahead  that  makes 
j  sanguine  is  an  imminent  world 
shortage  that  could  mean  "explo- 
earnings  for  domestic  steelmakers 
ly  as  next  year.  That  world  steel 
ge,  Marcus  says,  will  come  if  the 


world's  economy  continues  to  expand  at 
the  rate  of  3%  a  year.  But  if  the  economy 
keeps  faltering,  Marcus  holds,  then  the 
scrapping  of  inefficient  mills  will  finally 
bring  capacity  down  to  the  point  that 
would  make  "a  steel  shortage  by  the 
mid-1980s  even  more  inevitable." 

For  that  reason,  Marcus  believes  U.S. 
steel  industry  profits  will  soar.  But  (see 
table  below)  they  won't  start  up  until  after 
this  year. 

There  are,  needless  to  say,  scoffers. 
Chief  among  them  may  be  David  Healy 
of  Drexel  Burnham  Lambert,  who,  like 
Marcus,  is  an  astute  analyst  of  the  indus- 
try. "According  to  the  analysts,  the  steel 
shortage  has  always  been  about  two  or 
three  years  away,"  he  laughs.  "It  never 
comes.  When  the  forecasts  were  made  in 
1977,  the  steel  shortage  was  supposed  to 
happen  now."  But,  more  to  the  point, 
Healy  insists,  even  if  that  mythical 
shortage  occurs,  it  won't  make  Ameri- 
ca's sick  steel  industry  well  unless  the 
shortage  is  a  prolonged  one.  He  notes 


that  there  was  a  small  nine-month  short- 
age back  in  1974,  "but  it  didn't  turn  out 
to  be  fundamental  at  all."  It  will  take  a 
lot  more  than  a  nine-month  shortage 
this  time  to  make  a  significant  differ- 
ence, he  says. 

Other  industry  observers  seem  to  be 
holding  with  Healy.  In  December,  Stan- 
dard &  Poor's  Industry  Survey  had  this  to 
say  to  investors  about  the  industry's 
prospects:  "Sale  of  many  of  these  issues 
would  seem  rather  late  at  this  juncture." 
They  were  talking  about  plummeting 
prices  and  huge  discounts  from  book  val- 
ue back  then. 

First  Boston's  Peter  Anker  feels  the 
stocks  have  already  hit  bottom,  but  could 
possibly  go  a  little  lower.  He  has  trepida- 
tion over  timing.  "National  Steel's  steel 
operations  did  very  badly  in  the  first 
quarter.  We  have  some  really  dismal 
quarters  ahead." 

Of  course,  if  you  wanted  to  go  with 
Marcus'  view,  you  could  argue  that  it  can 
be  just  as  risky  to  wait  for  the  ultimate 
low,  because  you  then  might  never  get  in 
on  the  ground  floor  of  the  steel  shortage 
that  is  hovering  somewhere  out  there 
like  the  Flying  Dutchman. 

Marcus  figures  there  will  be  enough 
inflation  in  the  economy  to  keep  rev- 
enues and  asset  values  growing  as  well  as 
to  discourage  much  new  construction  of 
mills.  And  that,  he  feels,  is  certain  to 
keep  competition  down  in  the  long  run 
and,  therefore,  to  boost  prices  and  earn- 
ings. Moreover,  as  long  as  the  dollar  re- 
mains weak,  U.S.  costs  and  prices  will 
remain  relatively  low  compared  with  for- 
eign mills. 

It  all  has  a  little  of  the  sound  of  those 
investors  who  "believed"  in  railroads 
while  that  industry's  leaders  and  regula- 
tors were  taking  it  to  the  scrap  heap.  But 
Marcus  does  make  a  plausible  case.  So 
maybe  it's  time  for  a  raid  on  U.S.  Steel. 
After  all,  it  is  selling  at  67%  discount 
from  book  value,  so  it  could  be  a  helluva 
bargain  for  believers.— Myssa . A  happen 


American  steel  under  1  times  earnings 


If  you  believe  that  the  much-heralded  steel  shortage  is  on  its  way,  this  table  gives  you  a 
pretty  good  idea  of  the  kind  of  meteoric  ride  you  could  get  from  steel  stocks.  After  all,  two  of 
the  stocks  are  selling  at  less  than  1  times  those  superearnings  a  shortage  would  bring.  And  if 
you  don't  believe,  then  you  can  read  these  figures  as  a  timetable  for  future  disaster. 
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ire  special  item  of  SI. 05.  2  Earnings  per  share  on  fully  diluted  basis, 
dollars     'Estimated  figures  supplied  by  Peter  Marcus,  Paine  Webber 
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g  operatic 


1982-1983  estimates  in  steel  shortages  are  in  terms  of 
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How  First  Boston 
completed  the  largest 
leveraged  buy-out 
ever  done. 

Early  this  year,  Fibic  Cor- 
poration, a  company  formed  by 
The  First  Boston  Corporation, 
purchased  all  of  the  assets  of 
Congoleum  Corporation,  a  major, 
publicly  owned,  diversified  in- 
dustrial company.  The  proceeds 
were  distributed  to  the  public 
stockholders  of  Congoleum. 

The  transaction  was  remark- 
able not  only  for  its  size— approx- 
imately $450  million— but  also 
for  its  innovation.  The  capital  for 
the  purchase  was  raised  through 
a  financing  involving  only  13 
institutional  and  commercial  bank 
participants.  First  Boston  encour- 
aged investment  by  committing 
its  own  capital  to  the  equity 
portion  of  the  financing. 

The  marshaling  of  expertise  in 
diverse  areas  was  the  key  to  the 
success  of  this  creative  financing. 
It  is  characteristic  of  First  Boston. 
We  are  involved  in  every  phase 
of  investment  banking,  every  day. 
Abilities  interact.  Communication 
among  disciplines  leads  to  insight. 
Innovation  follows. 

Our  willingness  to  assume 
risk  is  also  important.  With  a 
strong  permanent  equity  capital 
position,  First  Boston  executes 
insights.  We  make  knowledge 
work.  We  can  putittoworkforyou. 

Start  First  Boston  thinking 
about  your  investment  banking 
needs.  Call  on  professionals  like 
these  five  people  in  our  head- 
quarters in  New  York:  (from  left) 
Tony  Grassi,  Sophie  Bell,  and 
Tom  Cassidy,  all  of  Corporate 
Finance;  Art  Nagle,  Direct 
Placements;  and  Ted  Stolberg, 
Mergers  and  Acquisitions. 
Phone:  (212)  825-2000. 


It  First  Boston 

Thinking  capital 


By  modifying  a  standard  AT&T  product  to 
customer  specifications,  General  DataComm 
can  sell  it  for  less.  Simple.  And  effective.  So  far. 


Who's  afraid  of 
Ma  Bell? 


The  Up-And-Comers 


When  Chuck  Johnson  joined  the 
Navy  in  1945,  he  was  sent  to 
school  to  learn  to  be  an  elec- 
tronics technician.  "I  took  the  aptitude 
test,"  says  he,  "because  I  didn't  like  the 
idea  of  living  in  trenches."  But  when  he 
went  aboard  the  U.S.S.  Hector  stationed 
in  the  South  Pacific,  he  didn't  use  his 
training.  "They  wanted  somebody  to  be 
the  barber,"  he  says.  "I  found  out  you 
could  make  25  cents  a  haircut  in  tips,  so  I 
volunteered.  I  could  do  four  haircuts  an 
hour.  I  immediately  doubled  my  salary." 

That's  the  way  life  is  for  Chuck  John- 
son. Eye  always  on  the  main  chance. 
Never  takes  a  course  he  won't  change  if 


something  better  comes  along. 

Today  at  53  Charles  P.  Johnson  is 
chairman  and  president  of  General  Data- 
Comm Industries,  Inc.  of  Danbury, 
Conn.,  a  company  he  founded  in  1968 
when  he  was  just  41.  GDC  makes  and 
sells  the  hardware  that  turns  the  infor- 
mation spewing  out  of  computers  into 
information  that  can  be  transmitted  over 
telephone  lines.  His  modems  convert 
digital  data — yes/no  impulses — into 
tones.  His  multiplexers  increase  the 
amount  of  data  that  can  be  communicat- 
ed over  one  line.  Why  doesn't  IBM  or 
AT&T  make  this  equipment?  The  an- 
swer is,  they  do.  But  so  far,  according  to 
Johnson,  they  have  overdesigned  the 
hardware  to  meet  the  most  demanding 
needs  off///  their  customers.  That  means, 


he  says,  GDC  can  offer  adequate 
ucts  at  lower  prices  to  customers 
needs  are  less  rigorous.  DataCom 
short,  has  found  a  market  niche. 

Last  year  the  company  had  sa 
$41.4  million  and  earnings  of  S3. 2 
lion,  or  93  cents  per  share.  That'; 
turn  of  over  30%  on  stockholders 
ty.  Nor  was  last  year  a  fluke.  The 
pany's  sales  and  earnings  have 
growing  30%  a  year  since  1974.  F 
on  equity  has  improved  steadily 
has  been  high — over  50%  of  totai 
ital — but  a  stock  offering  in 
trimmed  that  to  44%.  The  stoc 
down  recently  from  the  SI 7.50  o( 
price,  but  at  $14,  or  13  times  ear 
it's  still  relatively  pricey. 

"Just  about  what  I  expected," 
Johnson  of  the  company's  perfonr 
Hasn't  he  been  steadily  trading  u| 
since  the  Navy  in  preparation  for  tl 

When  the  war  ended  and  Joi 
went  home  to  Chicago  there  were  a 
things  he  didn't  know  about  life,  b 
learned  fast.  He  used  the  GI  Bill  to 
college.  "I'd  learned  the  differenc 
tween  an  officer  and  an  enlisted  r 
says  Johnson.  "So  I  was  willing  to 
fice  four  years  to  improve  my  lifes 
He  got  a  job  with  the  telephone  corn 
and  started  going  to  school  night 
planned  to  become  a  math  teacher 
school  adviser  told  him  about  a  cod 
tive  program  between  .the  phone 
pany  and  Northwestern  Unive 
"You  went  to  school  for  three  mc 
then  worked  three  months  at  the  j 
company.  The  adviser  said  the  | 
company  had  more  top-paying  jobs 


DHHi 

('buck'  Johnson  of  General  DataComm 

"Shell  knew  our  product  was  good.  Their  only  question  was  about  our  company. 
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C&SOE  slock  presentation 
makesArPm^nprnmcml 


By  TED  ENGLISH 
Citizen  Journal  Business  Ed'tor 


The  stock  market  was  sagging 
Friday  afternoon  But  you 
couldn't  tell  by  looking  at  Ben 
Ray,  chairman  of  Columbus  & 
Southern  Ohio  Electric  Co.  or 
from  the  expression  on  the  t  ace  ot 
Willis  S.  White  Jr.,  chairman  ot 
American  Electric  PowerC  oTn^ 

Both  men  were  wearing  big 
smiles  as  they  faced  reporters, 
photographers  and  television 
Smerasfortheoffiaalpresenta- 

tion  of  C&SOE  stock  certificates 
representing  14,515,000  shares 

The  presentation  at  C&SUt 
headquarters  at  215  N-  Front  St 
made  official  the  merger  of 
C&SOE  into  AEP.WHh  the  ac- 
tion, the  Columbus  company 
became  AEP's  eighth  electric 
utility  subsidiary. 

-This  marks  the  end  ol  U 
years  of  work  to  bring  these  two 
companies  together,  said  Ray. 

"This  is  a  very  significant  mo- 
ment for  both  of  us  added 
White  "It  is  a  symbolic  thing. 
And  C&SOE  now  becomes  a 
part  of  the  AEP  family,  joining 


the  system  in  a  seven-state  area." 

He  said  officers  of  both  firms 
felt  the  merger  "would  be  good 
for  Columbus  and  Ohio,  area 
customers  and  good  for  both 
AEP  and  C&SOE."  He  also  sa  d 

he  was  looking  forward  to  work- 

in^edRabout  the  $1-5  million 
in  customer  savings  promised 
when  AEP  first  proposed  its  ac- 
quisition of  C&SOE  back  in 

1%8,  he  said:  . 
"in  this  day  and  age.  with  he 

rapid  increase  in  costs,  a  51.5 
million  reduction  is  not  very 
meaningful"  (C&SOE  has 
460,000  customers.) 

He  said  that  while  the  envi- 
sioned economies  of  operation 
-are  still  there,"  he  feels  savings 
,o  customers  will  result  became 
C&SOE  will  need  smaller  rate 
mcreases  than  if  it  stood  alone. 

White  said  AEP  is  studying 
sites  for  its  headquarters  and i  s 
working  on  Us  design  wrth  ar- 
chitect* He  said  he  hopes  to 
have  a  report  betore  the  end  of 


the  year.  He  said  he  wants  a 
building  which  will  "be  a  credit 
to  \EP  and  the  community. 

He  said  the  450  jobs  being 
transferred  to  Columbus  this 
year  are  being  phased  in  over 
June  Julv  and  August.  Another 
S  ot  so  jobs"  will  move  to 
Columbus  next  year  he  said, 
and  with  250  moretotollow  the 

^h'men  agreed  it  was  too 
early  to  discuss  opening  som 
C&SOE  coal  mines  which  have 
been  closed.  But  Ray  added 
there  "are  no  plans  whatsoever 
to  open  the  deep  coalmines. 

There  has  been  no  discussion 
of  a  reorganization  of  officers  ot 
cW^thev  said.  White  added 
th„e  would  be  no  changes  in 
C&SOE  operating  procedures 

Both  men  also  thanked  "the 
hundreds  of  people  who  have 
workedovertheyearstopull.h 

toeether."  Special  thanks  went 
onvoattorneys.R.chardD,ckey 
for  AEP  and  William  Porter  lor 
C&SOE. 


Columbus.  Ohio  Citizen-Journal 
May  10,1980 


We're  American  Electric  Power. 
Were  also  Appalachian  Power, 
Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
Wheeling  Electric... and  now, 
Columbus  and  Southern  Ohio  Electric. 


American  Electric  Power 


any  other  company  in  the  world,"  John- 
son recalls.  "Not  only  that — he  said,  'My 
brother  is  in  charge  of  personnel  at  the 
company.  I'll  tell  him  about  you.'  " 

Johnson  learned  fairly  quickly  that  a 
helping  hand  never  hurts.  Johnson's 
grandmother  had  a  dressmaking  shop 
that  catered  to  well-off  Chicagoans.  The 
president  of  the  university  was  one  of 
her  customers,  so  she  mentioned  to  him 
that  her  grandson  was  applying.  Johnson 
thinks  this  helped  him  get  in. 

Working  at  the  phone  company  during 
the  day,  he  studied  business  at  night. 
While  he  studied  electrical  engineering 
during  the  day  he  worked  at  a  variety  of 
odd  jobs  at  night,  among  them  selling 
shoes  and  hats.  He  liked  selling. 

When  he  finished  school  he  joined  Illi- 
nois Bell  full  time  as  a  transmission  engi- 
neer. It  wasn't  long  before  he  began  try- 
ing to  make  improvements  in  the  sys- 
tem— major  technical  improvements 
that  would  have  cost  lots  of  money. 
When  Bell  proved  reluctant  to  change, 
Johnson  quit.  He  now  admits  that  what 
he  quit  over  was  pretty  silly. 

He  looked  for  a  sales  job  and  found  it 
with  Kellogg  Switchboard,  a  subsidiary 
of  ITT,  as  sales  manager  for  government 
programs.  "That's  where  I  learned  how 
to  get  things  done,"  says  Johnson.  He 
learned  it,  he  says,  from  his  boss,  Thom- 
as Leddy,  and  from  Kellogg's  then-presi- 
dent, George  Scharffenberger,  now  chief 
executive  of  City  Investing. 

Johnson  had  quite  a  challenging  as- 
signment. A  new  computerized  defense 
communication  system  called  SAGE  was 
being  set  up  by  the  Air  Force  at  various 
sites  around  the  country.  Special  phone 
systems  were  required.  Kellogg  wanted 
to  supply  equipment  to  any  independent 
phone  company  involved.  But,  according 
to  Johnson,  in  every  case  where  an  inde- 
pendent served  the  territory,  AT&T  had 
convinced  it  to  sign  away  its  franchise  as 
far  as  the  program  was  concerned. 

"I  had  no  customers  and  nothing  to 
sell,"  says  Johnson.  "I  didn't  even  know 
where  the  sites  were.  When  I  located 
one,  I  found  the  local  phone  company 
had  signed  away  its  franchise." 

Before  four  years  were  up,  however,  he 
had  persuaded  the  independents  to  get 
back  their  rights  and  had  sold  them  some 
$50  million  worth  of  equipment — all  of 
which  Kellogg  had  to  buy  from  Ma  Bell. 
That's  what  you  call  salesmanship! 

Then,  says  Johnson,  Scharffenberger 
left  to  join  Litton  Industries,  and  the 
style  of  the  company  changed.  "I  could 
see  that  I  wasn't  going  to  become  presi- 
dent within  any  reasonable  period  so  I 
left."  Always  the  main  chance. 

He  joined  a  small  company  called  Ad- 
ler  Electronics  in  New  Rochelle,  N.Y., 
becoming  general  manager  of  that  com- 
pany's military  division,  and  doubled 
sales  for  a  couple  of  years  running.  But 
Ben  Adler  decided  to  sell  out  to  Litton 


Industries  and  Johnson  found  himself 
working  once  again  for  Scharffenberger. 

That  lasted  about  three  years.  Then 
Scharffenberger  moved  on  and  Johnson 
decided  he'd  have  to  do  the  same.  His 
next  )ob  was  with  an  outfit  called  Stelma, 
a  data  communications  company  that  he 
had  hopes  of  taking  over.  But  once  again 
an  acquirer  came  along  and  the  owner 
sold  out.  Johnson  didn't  waste  time  be- 
moaning.his  fate.  "The  agreement  to  sell 
Stelma  was  announced  on  Dec.  12,  1968. 
General  DataComm  was  born  on  Dec. 
13,"  he  says  briskly. 

The  new  company  wouldn't  have  been 
possible,  of  course,  except  for  one  thing: 
Earlier  that  year  the  Cartcrfone  decision 
had  been  handed  down  in  Washington, 
opening  the  door  to  competition  with 
AT&T.  Johnson,  of  course,  knew  all 
about  tussling  with  Ma  Bell.  He  was  very 
much  aware  of  just  what  niches  the  Car- 
terfone  decision  would  open  up. 

He  incorporated  immediately — as  CP. 


"You  get  started  and  then  you 
need  more  cash.  If  you're  suc- 
cessful too  soon,  people  may 
not  have  confidence  and  you 
cant  get  cash." 


Johnson  Associates — hired  a  few  people 
he  knew  as  consultants,  and  leased 
25,000  feet  of  office  space.  He  didn't 
need  all  that  space  but  he  did  need  the 
credibility  it  gave  him.  He  was  short  of 
cash  and  paying  for  everything  out  of  his 
pocket. 

In  just  a  little  over  a  month  he  had 
put  together  a  business  plan  with  short-, 
medium-  and  long-range  sections;  raised 
$1.5  million  from  the  likes  of  Loeb 
Rhoades,  Lehman  Bros.,  C.I.T.  pinance 
and  Charter  N.Y.  Bank;  and  incorporated 
as  GDC.  The  Carterfone  decision  had 
opened  the  door.  Johnson,  a  consummate 
salesman  who  knew  the  telephone  busi- 
ness from  the  ground  up  and  who  thor- 
oughly understood  the  newest  technolo- 
gy, simply  walked  through  it.  Almost  at 
once  he  landed  a  big  order  for  multi- 
plexers from  Shell  Oil  Co.  The  Shell  or- 
der convinced  smaller  outfits  to  take  a 
chance  on  GDC. 

Johnson  goes  to  his  bookshelf  in  his 
rather  severe  brown-and-white  office 
and  pulls  out  his  business  proposal,  now 
ten  years  old.  He  thumbs  through  it, 
stopping  occasionally  to  show  a  visitor  a 
pertinent  page.  "Everything  has  hap- 
pened just  as  we  planned,"  he  says. 

He  comes  upon  a  list  of  competitors 
and  his  1968  assessment  of  them.  Some 
are  out  of  business,  some  have  merged 
with  larger  companies.  A  few  weak  ones 
have  gotten  stronger.  "Five  or  ten  com- 
panies started  up  right  about  the  same 
time  we  did,"  he  says,  "but  since  then 
there  have  been  very  few  startups." 


Right  now  GDC  is  the  fourth-] 
data-transmission  equipment  cor 
in  terms  of  dollar  sales,  but  secc 
number  of  units  shipped,  he  says, 
concerned,  however,  that  the  oil  c 
nies  will  come  in  as  competitors. 

Still,  the  way  he  calculates  it,  thi 
ket  is  big  enough  for  more  tha 
company.  There  are  some  450  n 
telephones  in  the  world.  Every  yi 
million  more  are  added.  Meanwhil 
2  million  data  sets — the  generic  te 
the  hardware  he  sells — have  be« 
stalled.  Johnson  believes  the  da^ 
come  when  every  telephone  will 
one,  as  more  and  more  homes  and 
nesses  make  use  of  computers. 

The  trouble  with  a  big  market  is 
can  create  financing  problems  for  a 
company.  True,  Johnson  admits, 
get  started  and  then  if  you're  succ 
you  need  more  cash.  If  you're  succ 
too  soon,  people  may  not  have' 
dence  and  you  can't  get  cash." 

Cash  is  a  continuing  concern 
company  has  had  to  carry  a  lot  o: 
and  to  float  several  stock  issues  to 
its  needs.  It  sold  stock  most  recen 
March  when  the  banks'  1.5%  aba 
18%  prime  rate  became  a  killer. 

Johnson  is  sure  he  can  handle  a  3( 
year  growth  rate.  That  was  the  tard 
picked  ten  years  ago,  he  claims.  "1 
grow  faster  than  that,  you  have  tr 
not  only  financing  your  growth  bu 
managing  it.  You  just  can't  develop 
agement  fast  enough." 

A  key  element  in  Johnson's  strat« 
standardization.  GDC's  products 
modular  in  design,  with  interchang 
parts,  so  that  they  can  be  readily  tai 
to  a  customer's  specific  needs,  u 
AT&T  products.  Johnson  points 
pride  to  his  research  spending,  now 
ning  at  nearly  8%  of  sales,  and  t; 
manufacturing  efficiencies.  "The  w 
in  this  business  will  be  the  one  witl 
manufacturing  costs,"  he  says. 

Johnson  does  not  have  to  poin' 
that  it  might  prove  counterprodu 
for  AT&T  to  run  small  companies 
his  out  of  business.  The  Justice  De 
ment,  FTC  and  FCC  might  not  like 
Anyway,  his  best  customers  are 
Bell's  competitors — like  GTE  (16' 
sales)  and  Bell  of  Canada  (12%|. 

"My  goal  is  to  make  General  1 
Comm  a  really  big  company,"  he 
As  he  plans  to  retire  in  nine  years  a 
62,  that  doesn't  leave  him  much  I 
But  as  far  as  Johnson  is  concemec 
erything  is  going  right  accordin, 
schedule.  He  even  has  time  to  go  1 
ing  on  Long  Island  Sound  with  his 
young  wife,  when  he  isn't  overse 
the  construction  of  his  new  hom 
Southport,  Conn.  About  that  house: 
might  know  Chuck  Johnson  worn 
just  hire  someone  to  do  the  job  for 
"I'm  the  general  contractor,"  he 
proudly— lean  A.  Briggs 
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Once  you  know  the  story  behind  them, 
you'll  know  why  so  many  Americans 
are  purchasing  them. 

The  Gold  Coins  of  Mexico  are  official  restrikes  of  the  gov-     are  also  available, 
ment  of  Mexico,  minted  by  the  Casa  de  Moneda  de  Many  people  consider  the  value  and  purchasing  power  of 

cico,  the  oldest  mint  in  the  western  hemisphere,  es-    s^&Sl?^££>^  as  an  a'ternativc  hedge  against  inflation.  Of 

ished  in  1535.  Exclusively  minted  for  the  Mexican  /4|xJI?S3  course,  the  decision  to  own  gold  is  a  highly  personal 

eral  Reserve  Bank,  Banco  de  Mexico.  The  Gold  /f'  ^vf^^^^^^MBi  one  m  wr^cn  "sks  anc^  advantages  should  be  care- 
ns  of  Mexico  have  enjoyed  a  fine  reputation  J  ~»<>  ~  y~t  r<\     ^U^V  considered  in  light  of  ones  specific  financial 

>Ughout  the  world  for  many  years.  J  Q  V  I   \        ( ^  :  K:      and  investment  goals.  Since  gold  is  a  comrriod- 

Now,  Americans  who  have  made  the  de-  ity,  its  value  is  subject  to  continual  market 

m  to  purchase  gold  coins  have  the  op-.  — \/\  v  »      ^  fluctuations. 

tunity  to  acquire  The  Gold  Coins  of  Mexico  ^  ^  \  \\    '    A   I  Over  tine  years,  The  Gold  Coins  of  Mexico 

le  United  States  at  the  following  banks:  Citi-  ,  M  have- become  among  the  most  popular  gold  bul- 

ik,  Swiss  Bank  Corporation  and  Republic  Na-  .        >Hf>/  1  \    S  lion  coins  in  the  world.- Due  to  the  careful  crafts- 

lal  Bank  of  New  York  ^^^BBH^^      manship  of  Casa  de  Moneda  de  Mexico  and  the  wide 

The  Gold  Coins  of  Mexico  not  only  provide  the  con-  actual  size"  distribution  of  these  coins,  you  can  usually  avoid  the 
ience,  portability  and  liquidity  of  owning  gold  in  coin     \  cost  and  delay  of  determining  their  authenticity  upon  re- 

n,  but  they  also  offer  more .  alternative  choices  ^TT^ T  TT"^SM  sale  As  with  all  gold  coins,  your  purchase  price  in- 
purchasers.  Mexico's  50  peso  gold  piece,  |~|  I""1  eludes  a  premium  above  the  then  current  market 

re  commonly  known  as  the  "Cente-  y^-s^.T  />/\¥%  f price  of  gold  bullion  to  cover  minting  and 

io"  is  the  heaviest  of  all  high  circula-  £  -m£  Iff  d^^ibution.  Furthermore,  purchases 

i  gold  bullion  coins  in  the  world-  ^>  *M        *  ^^✓^^AM.X  ^i^J  may  be  subject  to  state  and  local  taxes.  ' 

isting  a  high  gold  content  of  1 .2057  troy  ^\|  ?  .       Call  any  of  the  following  toll-free  hum- 

ices  The  "Azteca,"  Mexico's  20  peso  gold  3m^  ^ers  f°r  'up-to-the-minute  pnees.  For  additional 

:e,  features  a  .4823  troy  dunce  gold  conte'nt    m  jr  ^*"\TT[flrf^L    literature,  write:  The  Gold  Coins  of  Mexico;  Info: 
purchase  on  a  small  scale.  A  variety  of  Mexi-    fm/l  |*  /L  wL     1     I    mation  Center,  Grand  Central  Station,  BO  Box   ■  •- 
gold  coins  of  smaller  denominations  *  %  mM*4£  \1V/V/    1812.  New  York.  MY.  10017 

The  Gold  Coins  of  Mexico  are  exclusively  supplied  to:  ' 

>ank,  NA  800-223- 1080   Swiss  Bank  Corporation  800-221-9406   Republic  National  Bank  of  New  York  800-223-0840 

ate  call  collect:  212-559-6041         N.Y.  State  call  collect:  212-938-3929  MY.  State  call  collect:  212-930-6338 

The  Gold  Coins  of  Mexico  are  also  available  at  coin  dealers  plus  selected  banks  throughout  the  country. 
The  Gold  Coins  of  Mexico  is  a  Service  Mark  of  Banco  de  Mexico,  Mexico  City. 


YTHS 
-SERVING  BY 


Ifflll'l  I     Toss  in    <*"r^'    a  side  order  of 
HIU  LL    2,508,000  french  fries,  52,774,000 
m  fins  a  I  ■  pounds  of  seafood  and 
llCl  A  Nltfl  All     49,704,000  pounds  of 

Sa  Jlw  #*s*  cheese  and  you  sti11 

TAvf  C  (IE      have  just  our  Food  Group. 

IMW  IL  US       Small  potatoes  considering 

11011 Mff  there  are  even  more  divisions  to  this 

If  HHS     $1-7  billion  "Forbes  500"  company. 

m  Bap  a  g%  |A  *n  33  states,  our  Distribution 

flHIr Ala  In  Group  supplies  prescription 

mmf^mm^  drugs,  electrical  or  plumb- 

A 1  A  Rill  IT  ins  suPPlies-  °ur  Hotels  & 
MLL  HIIUU  ■■   Resorts  Group  operates 


23  hotels  and  resorts  in  nine 
states.  Ten  Liberty  House 
department  stores  in  California,  one  in  Reno  and 
34  outlets  in  Hawaii  contribute  to  the  rapid 
growth  of  our  Retail  Group.  Sugar  sweetens 
our  earnings.  And  5,763,351  nursery  plants  sold 
by  our  Agriculture  Group  helped  us  break  all 
sales  records  in  1979.  We're  a  growing  concern, 
concerned  about  growing.  For  more  information 
and  our  annual  report,  write  Grafton  Jhung, 
Amfac  Inc.,  Western  Regional  Office;  P.O. 
Box  7813,  San    /fa  ^ 

Bringing  you  life's  little  things, 
in  a  big  way. 
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Edited  by  Robert  J.  Flaherty 

t's  going  bloody  well" 

iing  to  Nobel  prizewinning  econo- 
;riedrich  A.  Hayek  (Forbes,  Oct  1, 
a  painful  end  to  the  current  world- 
nflation  is  now  imminent.  "[We] 
)ly  have  indeed  reached  the  point," 
.  recently  wrote  to  the  London 
"where  even  a  further  increase  of 
on  cannot  prevent  the  depression 
we  have  made  inevitable  by  past 
on.  .  .  .  [The]  only  thing  we  can  do 


•llor  of  the  Exchequer  Howe 
line  involves  discomfort. 


it  is  to  get  it  over  with  as  fast  as 
le." 

lin's  Chancellor  of  the  Exchequer 
offrey  Howe  is  taking  Hayek's  ser- 
eriously.  Britain  is  having  its  de- 
)n  right  now.  Money  supply 
1  has  been  slowed  from  over  11% 
er  7%.  Unemployment  is  1.5  mil- 
%  of  the  labor  force — a  figure  un- 
of  in  the  Brave  New  Socialist 
of  post- 1946  Britain.  The  jobless 
may  hit  at  least  2  million — 8% — 
it  turns  down. 

policy  is  a  deliberate  effort  to 
:e  inflation  out  of  the  economy, 
largaret  Thatcher's  Conservative 
iment  isn't  letting  up  at  the  first 
of  pain.  Britain's  minimum  lend- 
:e  remains  at  17%,  the  pound  has 
d  to  $2.37  from  just  $2.07  a  year 
ven  supposedly  conservative  busi- 
en  are  screaming  for  mercy.  But, 
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Howe  assured  Forbes,  "I'm  not  in  the 
least  apologetic.  It's  [the  tough  monetar- 
istic  policy]  going  bloody  well,  actually." 

Howe  is  lucky,  of  course.  Unlike  Brazil 
or  Poland  or  any  of  the  other  debt-ridden 
nations  clamoring  for  cheap,  continually 
inflating  money  (see  ston\  p.  91),  Britain 
has  all  that  North  Sea  oil.  Last  year  the 
British  Treasury  collected  around  $5  bil- 
lion in  oil  tax  revenues;  the  figure  could 
well  exceed  (in  constant  1980  dollars) 
$20  billion  by  1983.  So  Howe  can  keep 
squeezing  the  economy  knowing  that  a 
big  inheritance  is  on  the  way  should 
things  not  work  out  as  planned.  Brazil's 
Planning  Minister  Delfim  Netto  doesn't 
have  that  option.  Where  Brazil  must  con- 
tinue borrowing  to  stay  solvent,  Britain 
can  now  think  of  repaying  some  of  her 
foreign  debt.  In  fact,  said  Howe: 

"Well,  if  we  are  borrowing  £8.5  billion 
and  have  accumulated  £50  billion  bor- 
rowing totally  in  the  last  five  years  .  .  . 
surely  it  looks  pretty  odd  to  go  on  bor- 
rowing on  that  scale  [while]  we  have  that 
[oil]  money  coming  in  .  .  .  so  my  in- 
stinct is  to  curtail  borrowing."  What  oil 
money  is  left  will  go  mostly  to  reduce 
Britain's  still-high  tax  rates. 

What  of  Britain's  businessmen,  who, 
like  Third  World  politicians,  are  de- 
manding cheap  credit?  Howe: 

"I  recognize  the  legitimacy  of  their 
anxiety.  [But]  there  is  no  way  in  which 
you  can  recapture  a  framework  of  disci- 
pline that  doesn't  involve  discomfort, 
and  the  private  sector  cannot  be  spared 
from  that  discomfort." 

It's  easier  to  talk  that  way  when  you 
know  that  people  are  standing  in  line  to 
pay  $30  a  barrel  for  your  oil.  Brazil  and 
the  developing  countries  don't  have  that 
luxury  but  they  have  the  same  necessity 
to  cut  growth— Lawrence  Minard 


"Privatization" 

Most  reviewers  of  Margaret  Thatcher's 
first  year  as  Britain's  Prime  Minister 
missed  a  big  question:  Whatever  hap- 
pened to  denationalization?  British  tax- 
payers own  an  estimated  $5  billion 
worth  of  assets  that  Tories  had  pledged 
would  return  to  private  hands.  But  after 
raising  around  $2.2  billion,  $640  million 
of  it  from  selling  some  government-held 
British  Petroleum  stock,  the  policy  has 
slowed  right  down.  Plans  for  1980-81 
foresee  sales  raising  $1  billion. 

Now  Industry  Minister  Sir  Keith  Jo- 
seph has  appointed  Manufacturers  Han- 
over's David  Young  full-time  adviser  for 
what  the  government  self-consciously 
calls  "privatization." 

Young,  48,  set  up  Manny  Hanny's  U.K. 
real  estate  division  in  1973.  He  is  now 
the  division's  chairman — a  job  he  will 
keep  thanks  to  the  relaxed  British  view 
of  interest  conflicts.  Young  will  have 
some  dogs  on  his  hands  that  nobody  is 
likely  to  want,  like  British  Steel  and  Brit- 


ish Leyland,  for  example.  But  there  are 
some  gems:  British  Aerospace,  British 
National  Oil  Corp.,  among  them.  Even 
the  dogs  are  not  entirely  hopeless.  Young 
points  out  that  British  Rail  owns  valu- 
able real  estate. 

Trained  as  an  attorney,  Young  honed 
his  private-enterprise  sense  working  five 
years  as  business  assistant  with  legend- 
ary British  entrepreneur  Sir  Isaac  Wolf- 
son.  "Started  work  every  morning  at 
7:15,"  he  recalls.  "That  was  my  business 
school."  Of  his  latest  job,  he  says:  "I 
don't  get  paid,  so  I  must  believe  in  what 

I'm  doing."— Barbara  Ellis 


Adviser  David  )<>uug 


But  who  will  buy  British  Steel? 


Building  on  sand— 
and  snow 

Gilbert  Trigano,  who  looks  enough  like 
the  classic  postwar  intellectual  to  play 
Jean-Paul  Sartre  for  the  movies,  started 
out  as  a  communist,  then  turned  the 
collectivist  ideal  into  a  sybaritic  vacation 
game  of  banana  trees,  bikinis  and  bead- 
money  called  Club  Me'diterrane'e,  S.A. 
Club  Med  is  now  France's  120th-largest 
company  with  1979  revenues  of  $465 
million  and  83  sun-drenched  pleasure 
spots  from  Morocco  to  Brazil. 

But  what  might  politely  be  called  a 
dimple  has  developed  in  the  parabola  of 
Club  Med's  growth  curve.  The  price/ 
earnings  ratio  of  its  stock,  one  of  the 
hottest  growth  issues  on  the  Paris  Bourse 
for  years,  has  slipped  from  20  to  12. 
Why?  The  earnings  gain  last  year  was 
only  16%,  vs.  18%  the  year  before,  which 
investors  apparently  took  as  a  telltale 
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million  in  industrial  revenue  bonds  for  a 
Club  Med  ski  resort.  Says  Trigano:  "This 
is  the  way  of  the  good  student.  First  to 
learn,  then  to  innovate."— fames  O'Hanlon 

Waiting  for  bargains 


O'Green  looks  tired  but  satisficl 
days.  Recently  he  announced  reel 
erating  earnings  of  $197  million,  ( [ 
per  share,  for  the  first  nine  mo 
fiscal  1980— well  above  the  $4.87 
of  last  year.  Litton  now  seems  a  cil 
a  second  straight  year  of  powerful 


sign  of  age.  Nonsense,  says  Trigano. 

For  the  last  few  years  Club  Med  has 
been  expanding  outside  its  Mediterra- 
nean home  territory  at  a  prodigious  rate, 
opening  ten  clubs  since  December  1978 
as  far  from  France's  pebbly  shores  as 
New  Caledonia  and  Malaysia.  With  the 
addition  of  four  new  clubs — Haiti;  the 
Dominican  Republic;  Ixtapa,  Mexico; 
Copper  Mountain,  Colo. — Trigano  ex- 
pects to  increase  capacity  in  the  rich 
North  American  market  42%  by  the  end 
of  1980.  All  this  costs  money  and  slows 
earnings  gains. 

To  do  it,  the  youthful-looking  60-year- 
old  chief  executive  once  again  demon- 
strated how  artful  a  capitalist  he  has  be- 
come. To  bankroll  the  Haiti  club  sched- 
uled to  open  this  month  he  floated  an  $8 
million  8V2  %  bond  issue  through  Credit 
Lyonnais  with  some  innovative  sweet- 
eners. Annually,  for  every  vacationer 
over  an  average  65%  capacity,  Club  Med 
will  contribute  $6  to  a  special  bondhold- 
ers' kitty.  Over  70%  capacity,  the  incre- 
ment goes  to  $7  per  vacationer.  Over 
80% — the  normal  occupancy  rate  for 
Club  Med's  North  American  clubs — the 
fund  gets  $8.  For  every  1%  rise  in  the 
price  of  a  Caribbean  vacation,  the  kitty 
gets  28  cents.  The  money  will  be  split 
each  year  among  the  bondholders. 

To  build  its  $11  million  Punta  Cana 
club  in  the  Dominican  Republic,  Club 
Med  borrowed  $7  million  from  Atlantic 
Richfield,  Colgate-Palmolive  and  Texa- 
co. Copper  Mountain,'  Colo,  sold  $8.5 


O'Green  of  Litton  Industries 

Bringing  high-tech  down  to  earth  got  Wall  Street  interested  again. 


Nowadays  even  the  heating  and  air-con- 
ditioning shut  off  automatically  at  5:30 
p.m.  in  the  pseudo-antebellum  headquar- 
ters of  Litton  Industries  in  Beverly  Hills, 
Calif.  Wasting  money  is  not  the  forte  of 
Litton  President  and  Chief  Operating 
Officer  Fred  W.  O'Green,  59,  the  Mason 
City,  Iowa  mailman's  son  who  has  held 
sway  there  since  late  1972. 


Club  Med's  Gilbert  Trigano 
A  dimple,  you  might  call  1 


owth  curve. 


ings  gains  and,  after  a  15-year  laj 
once  again  the  darling  of  Wall 
Chairman  Charles  B.  Thornton  anc 
ner  Roy  L.  Ash  had  put  togethe 
most  glamorous  conglomerate  of  tr) 
ly  Sixties — if  Litton  didn't  inven 
term  "synergy,"  it  should  have— I 
the  Seventies  everything  seemed 
going  wrong  in  its  business  macl 
materials  handling  and  shipbuilding 
sions.  Litton's  net  slipped  to  only 
million  on  1972  sales  of  $2.6  billiu 
stock  dropped  from  near  90  in  the 
Sixties  to  less  than  3  by  1973. 

An  electrical  engineer,  O'Gree 
rived  on  the  scene  as  an  untried 
executive  culled  from  the  ranks  o 
ton's  numerous  vice  presidents.  Bi 
was  a  man  who  understood  the  esol 
of  high-tech  and  took  a  down-to- 
view  of  running  the  business.  Thai 
abled  him  to  take  a  concept  and  she 
into  reality.  "We've  been  in  a  perit 
restructuring,"  says  O'Green.  "But  t 
finished  now  and  we'll  be  moving  a 
aggressively." 

Does  that  mean  he's  prepared  to 
spending  the  more  than  $700  millk 
cash  he  has  accumulated?  "I'd  wa 
35%  return  on  investment  first," 
Fred  O'Green  bluntly,  which  is  ai 
lique  way  of  saying  that,  while  he 
sadist,  he  would  not  mind  seeing  a  s 
recession  and  stock  market  retrea 
that  he  could  get  the  kind  of  return 
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Transway's 
Going  Places! 


Marine  Transportation  In  Trailer  Manufacturing 


Freight  Forwarding  In  Liquefied  Petroleum  Gas 


Transway  has  made  a  commitment  to  innovation  and  leadership  in  each  of 
these  areas  of  transportation  and  distribution. 

That's  A  Sound  Concept  To  Invest  In 

Please  write  for  our  1979  Annual  Report.  Learn  about  our  investment  in  the 
future  and  how  it  has  helped  us  become  a  corporation  with  $884  million 
in  revenue  and  $332  million  in  total  assets. 


Transway  International  Corporation 

747  Third  Avenue 
New  York,  New  York  10017 


Faces 

Behind  The  Figures 


looking  for.  A  man  who  likes  to  turn 
down  the  thermostat  is  not  going  to 
pay  a  penny  more  than  he  has  to  for. 
aeq u  i s i  t  ion s .— A iichael  Kolbenschlag 

Tell  it  to 
Afghanistan! 

"Why  did  they  cut  off  the  oats  for  the 
horse  that's  running  the  fastest'"  com- 
plains Allan  Aves,  mixing  his  metaphors 
a  bit.  He's  talking  about  soybeans,  now 
the  nation's  number  one  crop  (it  passed 
com  last  year  in  acreage  harvested)  as 
well  as  its  number  one  agricultural  ex- 


American  Soybean  Association's  Allan  Aves 
Why  give  away  the  fast  track? 

port.  Aves,  president  of  the  American 
Soybean  Association,  isn't  happy  about 
the  U.S.  embargo  on  grain  to  the  Soviet 
Union.  It  will  wipe  out  more  than  $300 
million  worth  of  direct  soybean  exports, 
Aves  estimates.  By  1985,  he  says,  the 
U.S.S.R.  would  have  replaced  fapan  as 
the  leading  importer  of  American  soy- 
beans. Now,  he  complains,  the  embargo 
has  given  a  clear  track  to  competitors 
like  Brazil  and  Argentina. 

"We  ought  to  be  making  the  Russians 
more  dependent  on  our  food,  not  less," 
laments  the  48-year-old  Aves,  a  6-foot-5- 
inch  farmer  from  Kirkland,  111.  "By  God, 
if  they're  really  relying  on  us  they'll  be 
less  likely  to  disrupt  world  politics."  In 
his  zeal  to  promote  his  own  and  his 
constituents'  interests,  however,  Aves 
forgets  that  despiu  unports  of 

U.S.  soybeans  last  ;  nets  still 

roughed  up  Afghanis  iloyed 
their  Cuban  mercenan 


Brophy  of  General  Telephone  &  Electronics 

It  will  he  nice  to  look  back  on  this  after  it's  all  over. 


Skoal! 

For  Theodore  F.  Brophy,  chairman  of 
General  Telephone  &  Electronics,  1980  is 
not  going  to  be  a  vintage  year.  His  first 
quarter  was  terrible:  Earnings  were  38 
cents,  vs.  97  cents  the  year  before.  Most  of 
the  drop  came  from  liquidating  GTE's 
European  TV  set  manufacturing,  a  peren- 
nial loser.  High  interest  rates  hurt,  too,  on 
GTE's  $652  million  in  short-term  debt 
and  $1.1  billion  in  construction  loans. 

Interest  rates  are  coming  down,  and 
the  rest  of  the  year  will  be  better  but  not 
good  enough  to  save  GTE  from  its  first 
year-to-year  earnings  dip  since  1975. 
Meanwhile  Brophy  is  having  problems 
with  his  basic  telephone  business — 15 
million  phones,  9%  of  the  U.S.  total. 
Change  is  coming  fast  in  the  technology 
and  the  Federal  Communications  Com- 
mission is  pushing  for  more  competition 
in  the  long-sheltered  industry.  To  make 
matters  worse,  the  depreciation  rules  use 
16  years  on  average  for  useful  life  for 
Brophy's  equipment.  "At  that  rate,  with 
the  embedded  cost  of  inflation  at  10% 
we  are  recovering  less  than  50%  of  our 
investment,"  he  points  out.  While  tele- 
phone revenues  were  up  13%  in  the  first 
quarter,  telephone  operating  earnings  ac- 
tually fell  by  3%. 

Brophy  is  currently  arguing  for  about 
$300  million  in  rate  relief  before  various 
rate  commissions,  but  he's  meeting  re- 
sistance from  consumerists  who  seem 
to  think  that  telephone  service,  like  air, 
should  be  free.  Brophy  has  already  had 
to  cut  his  $2.5  billion  capital  budget  by 
10%  for  1980.  "What  we're  asking  for 
would  cost  our  average  customer  less 
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than  a  six-pack  of  beer  a  montll 
points  out.  But  that  may  be  an  url 
nate  comparison;  how  many  politj 
are  willing  to  tell  their  consume  | 
drink  less  beer?— Jerry  Flint 

The  power  of  PMA 

You  recognize  him  immediately 
snazzy  bow  tie,  the  slicked-back 
hair,  the  pencil  moustache  are  unm| 
able.  And  when  you  ask  how  he  is, 
ance  salesman  extraordinaire  W.  t| 
ent  Stone,  78,  flashes  a  million- 
smile   and   booms:    "I'm   happy  | 
healthy!  I'm  terrific!" 

Combined  International  Corp.,  i| 
formed  holding  company  for  Sjf 
Chicago-based  insurance  empire,  w| 
ficially  listed  on  the  New  York 
Exchange  June  2.  At  18  on  the  Big  E| 
or  5  times  1979  earnings  of  $3.38  a 
(on   $662   million   in  revenues), 
makes  Stone's  own  holdings — 6611 
shares,  or  2V2%  of  outstanding — \| 
$12  million.  Did  he  ever  dream,  58 
ago  when  he  was  starting  out  as  a 
pocket  purveyor  of  25-cent-a-week  I 
dent  and  health  policies,  that  he  v| 
achieve  such  wealth?  "I  never  dot| 
for  a  minute  that  I  would  be  a 
success,"  says  Stone.  And  lest  anl 
forget  lx>ic  he  did  it,  there  is  Combil 
ticker  symbol:  PMA,  for  "Positive  i| 
tal  Attitude,"  its  founder's  own  bra:f 
gung-ho  self-motivation. 

Combined's  new  holding  comil 
status  means  that  it  no  longer  needif 
approval  of  the  Illinois  Director  of  III 
ance  to  acquire  new  businesses,  whil 
seems  likely  to  do  in  the  financial 
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At  Crane 

we  believe  in  basics. 


That's  why  we're  big  in  cement.  There  are  380,000 

cubic  yards  of  concrete  in  tne  Wallace  Dam,  holding  back  19,000 
acres  of  water  at  Lake  Oconee,  Georgia.  And  all  of  it  from  Medusa,  a 
Crane  subsidiary 

You  will  find  Medusa  cement  in  dams,  highways,  buildings  and 
airports  all  over  the  eastern  part  of  the  United  States.  It  is  the  nation's 
tenth  largest  cement  company 

Cement,  one  of  America's  basic  products.  And  because  Crane 
believes  that  making  basic  products  for  basic  industries  is  the  way 
to  continued  growth  and  strength,  we're  big  in  cement.  And  in 
steel.  In  building  products.  Aerospace  and  aircraft  systems.  Fluid 
and  pollution  equipment. 

Basic  products  for  basic  industries — that's  what  Crane  is  all  about. 

Crane  Co.,  300  Park  Avenue,  New  York,  New  York  10022 


CRANE 

® 


Faces 

Behind'lhe  Figures 


six  vice  chairmen  Austin  appointed  last 
November,  pointedly  leaving  open  the 
president's  office  vacated  by  the  retire- 
ment of  J.  Lucian  Smith  in  August. 

Last  month,  in  a  move  so  abrupt  it 
even  surprised  some  directors,  the  com- 
pany selected  one  of  the  six,  Roberto  C. 
Goizueta,  as  president  and  c'hief  operat- 


W.  Clement  stone  of  Combined  International 
"All  I  want  to  do  is  change  the  world." 


vices  area.  Its  financial  position  is  solid, 
mainly  the  result  of  a  canny  early  reading 
of  the  economy  in  1977  that  prompted 
Combined  to  get  into  shorter-yielding 
instruments  and  avoid  the  bond  market 
debacle. 

Stone  leaves  much  of  the  company's 
day-to-day  management  to  his  eldest 
son  Clement  in  order  to  concentrate  on 
bigger  things.  "All  I  want  to  do  is 
change  the  world,"  he  says.  "Make  it  a 
better  place  for  future  generations."  On 
a  practical  plane  the  big-time  backer  of 
ex-President  Richard  Nixon  wants  to 
work  and  spend  tor  a  Republican  victory 
this  November.  Otherwise  he's  afraid 
the  country  will  continue  drifting  to- 
ward the  left,  making  it  tough  for  future 
Clement  Stones  to  have  positive  mental 
attitudes.— Stanley  Ginsberg 

First  violin? 

"Management  is  like  playing  the  violin," 
J.  Paul  Austin,  chairman  and  CEO  of  $5 
billion  Coca-Cola  Co.,  is  reported  to  have 
said  once.  "The  strings  have  to  be  taut  or 
there's  no  music."  No  one  at  Coca-Cola 
has  had  the  strings  pulled  tauter  than  the 


ing  officer,  scrapped  the  vice  chairman 
title  and  named  Goizueta's  five  former 
colleagues  as  executive  vice  presidents. 

Goizueta,  48,  has  no  direct  soft-drink 
marketing  experience  but  is  widely  re- 
garded as  a  top-notch  administrator.  A 
Cuban-born,  Yale-educated  engineer,  as 
vice  chairman  he  ran  the  company's  ad- 
ministrative, legal,  technical  and  public 
affairs  divisions.  He  previously  had 
helped  run  its  Caribbean  operations. 
Goizueta  was  not  the  odds-on  favorite 
for  president,  say  sources  on  the  board, 
but  he  was  Austin's  choice;  and  the  ap- 
pointment had  the  blessing  of  90-year- 
old  Robert  W.  Woodruff,  Coke's  patri- 
arch and  former  chairman.  "I'd  have  to 
think  the  appointment  was  pretty  much 
.i  product  of  the  thinking  of  both,"  says 
one  director. 

However,  Austin  and  Woodruff  may 
not  yet  have  decided  firmly  on  the  line 
of  succession.  Among  the  five  vice 
chairmen  who  metamorphosed  into  ex- 
ecutive vice  presidents,  one  was  singled 
out:  Donald  R.  Keough,  a  marketing  and 
advertising  man,  who  heads  the  com- 
pany's operations  in  the  Americas. 
Keough  was  named  senior  executive  vice 


(ioizneta  of  ('oca-Cola 
A  few  more  strings  to  be  tighten* 


president.  Austin  may  have  a  fev 
strings  to  tighten  before  he  retire 
February  —  Steven  Flax 


Something  for  a 
something-rancher 

A  damn  yankee  in  Texas,  says  E 
sell,  "is  one  who  comes  down  he 
stays,  and  I'm  sure  as  hell  staying 
full  of  quips  like  that,  and  why  not 
he  arrived  in  Texas  in  1969 — "tl 
Neil  Armstrong  set  foot  on  the  mc 
the  former  car-wash  owner  frc 
Crosse,  Wis.  has  prospered  at  a  var 
odd  businesses,  including  manufac 
ambulances  and  putting  garish 
and  special  paint  jobs  on  cars,  true 
vans.  Now  he  even  has  a  ranch  ir 
Rose,  Tex.  where  he  raises  longhoi 
tie.  "That's  the  object  down  here,  1 
something- rancher,"    he  says, 
know,  like  John  Connally  is  an  atti 
rancher.  I've  got  the  rancher  par 
working  on  the  something." 

He's  working  on  acquiring  In 
tional  Harvester's  Scout  Sports/L 
Vehicle  division,  which  the  big  true 
farm-implement  manufacturer  is  p> 
off  in  the  wake  of  its  debilitating  1" 
strike.  Russell  has  been  putting  the 
rative  "lipstick"  on  Scouts  for  thi 
three  model  years,  and  he  was  a  c 
consultant  on  the  1981  model.  He 
say  what  the  price  is,  other  than 
more  money  than  I  ever  thought  c 
what  he  and  his  associates  plan 
with  Scout  if  they  get  it.  But  he 
"It's  a  tremendous  opportunity, 
vester  brought  in  a  fellow  from  Gt 
Motors  who  developed  a  five-year 
and  Scout  had  actually  regained  a  c 
of  points  in  market  share  after 
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BRINGING  IMAGINATION 
TO  THE  BUSINESS  OF  ENERGY 


A/hen  we  built  our  first  LP-gas 
pipeline  in  I960,  some  people 
hought  we  were  crazy. 

Well,  we've  been  crazy  enough 
o  grow  handsomely  in  sales  and 
evenues,  profits  and  dividends, 
:very  year  since  that  first  pipeline 
vas  built. 


Today,  we're  a  uniquely  balanced 
energy  company.  Our  various  di- 
visions produce  and  market  coal, 
LP-gas,  oil,  gas  and  liquid  fertilizers. 
And  yes,  we  continue  to  expand 
and  operate  our  6,600-mile  net- 

¥  MAPCO 


work  of  pipelines. 

In  the  next  few  years,  we  think  it 
will  take  a  certain  kind  of  company 
to  make  it  in  the  energy  business.  ■ 

It  will  take  more  than  oil  wells, 
coal  mines,  or  even  6,600  miles  of 
pipeline. 

It  will  take  imagination. 


MAPCO  INC.  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  74  I  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 


GE  Ultrasonic  Technology 

It  can  picture 
your  baby  before  it's  born. 


How  far  along  is  the  preg- 
nancy? What's  the  position 
of  the  baby  in  the  womb? 
Any  problems  that  could 
complicate  the  birth? 

Today,  doctors  can 
actually  see  many  of  the 
answers  to  these  questions- 
with  a  special  example  of 
General  Electric  technology 
called  an  ultrasonic  imager. 

The  GE  imager  sends 
out  sound  waves  that  are 
reflected  by  things  inside  the 
expectant  mother  s  body. 
Doctors  can  watch  pictures 
created  by  these  reflected 
waves  on  a  TV  screen.  And 
from  them  learn  many 
things  that  can  help  them 
deliver  a  healthy  baby. 

This  GE  imager  can 
also  examine  patients  for 
problems  of  the  liver,  gall 
bladder  and  kidneys.  Under 
development  is  an  even 


more  advanced  imager.  It 
will  actually  show  the  motion 
of  the  valves  in  the  heart — 
in  remarkable  detail. 

Ultrasonics  in  the  factory. 

General  Electric  is  also  work- 
ing with  ultrasonic  technol- 
ogy to  check  out  air  condi- 
tioners on  its  assembly  lines. 

The  compressor  is  the 
heart  of  an  air  conditioner. 
So  before  a  compressor  is 
installed,  the  sounds  it  makes 
(many  of  them  ultrasonic) 
can  be  fed  into  a  computer. 

The  computer  is  able  to 
compare  these  sounds  with 
previously  recorded  ones.  It 
can  automatically  reject 
compressors  that  don't 
"sound"  right;  even  tell 
what's  wrong  with  them. 

Ultrasonics  in  the  sky. 

Measuring  the  amount  of 
fuel  in  the  tanks  of  a  jet  plane 


is  quite  a  tricky  job.  For  one 
thing,  at  sub-zero  high 

altitudes,  the 
fuel  contracts. 
Closer  to  earth 
where  it's 
warmer,  the 
fuel  expands. 
Yet  jet  pilots  must  know 
exactly  how  much  fuel  they 
have  and  how  fast  they're 
using  it. 

In  the  jets  of  tomorrow, 
ultrasonic  probes  developed 
by  GE  will  be  able  to  mea- 
sure fuel  with  outstanding 
accuracy. 

GE  ultrasonic  tech- 
nology. Making  progress  in 
flight,  medicine,  product 
quality.  Progress  of  the  most 
important  kind:  for  people. 

Progress  for 
People 


GENERAL 


ELECTRIC 
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internationally  invested  fund's  value  by 
56%,  vs.  a  20%  increase  for  Geneva- 
based  Capital  International's  World  In- 
dex and  12%  for  the  S&P's  500. 

Downey  ticked  off  the  reasons  for  his 
rampant  optimism:  falling  interest  rates; 
cash-laden  institutions,-  inflation  drop- 
ping below  9%  by  year-end;  the  chances 


1  auto  magnate-rancher  Russell 

are  put  the  makeup  on,  why  not  build  the  car? 


r  ten  years."  How  close  is  Ed  to 
lg  an  auto  magnate-rancher?  He 
to  ink  the  deal  at  the  end  of  this 
but  has  yet  to  decide  whether  to 
e  vehicles  in  the  existing  Scout 
Ft.  Wayne  or  to  have  the  oper- 
llow  its  new  boss  to  the  Sun- 
m  A  Briggs 

Disunities  in  America 

the  abolition  of  Britain's  ex- 
^ontrols  last  November,  London 
managers  have  largely  shunned 
in  stocks.  Why  invest  in  Amer- 
n  you  can  buy  gilt-edged  securi- 
lding  15%  in  a  petrocurrency, 
terling,  that  recently  hit  a  five- 
h  of  $2.37 — up  15%  against  the 
nee  last  June? 

lis  hostile  climate  walked  Walter 
r,  42,  portfolio  manager  at  Bos- 
ant  ($9  billion  under  manage- 
idelity  Group  of  mutual  funds.  In 
late  last  month,  Downey  pitched 

00  British  money  men,  telling 
tiat  the  Dow  Jones  industrials 
ell  double  within  the  coming  18 
.  "We  will  see  the  beginning  of 
ng  really  big  in  a  few  months," 

1  Downey's  record,  even  the 
ceptical  of  British  money  men 
.  Since  assuming  responsibility 
ity  International  Fund  N.V.  near- 
years  ago,  Downey  has  boosted 
lhsh  (net  asset  value,  $19  million) 


of  tax  cuts  and  a  Ronald  Reagan  presi- 
dency; residential  real  estate  that  is  now 
fully  valued  against  undervalued  stocks; 
gasoline  whose  price  is  finally  approach- 
ing world  market  levels.  Downey  quoted 
a  recent  survey  showing  that  less  than 
30%  of  American  investment  managers 
consider  themselves  "bullish" — a  sure 
signal  to  buy.  Among  Downey's  favorite 
stocks:  Eastman  Kodak,  Humana  Corp. 
and  Schering-Plough. 

The  audience  was  more  polite  than 
enthusiastic.  A  confirmed  contrarian, 
Downey  can  now  tell  reluctant  investors 
back  home  in  the  States  he  has  a  new 
bullish  signal.— Maurice  Barnfather 


He  e  e  re's  Wayne 

Johnny  Carson  used  to  crack  jokes  about 
Wayne  Newton  when  Newton  was  a 
chubby  singer  with  a  high-pitched  voice. 
But  with  the  failure  of  a  deal  proposed  by 
Carson  to  buy  the  Aladdin,  Las  Vegas' 
scandal-plagued  hotel-casino,  Newton 
and  his  manager  had  the  last  laugh.  They 
made  a  bid  of  their  own.  No  longer  chub- 
by or  high-pitched,  Newton  is  now  one 
of  the  richest  entertainers  around.  If  the 
$105  million  Aladdin  deal  goes  through, 
Newton  will  add  it  to  a  string  of  invest- 
ments in  such  assets  as  real  estate  and 
Arabian  horses,  which,  along  with  his 
singing,  gross  $1  million  a  month  for  the 
37-year-old  entertainer,  who  has  been 


Downey  of  Fidelity  Group 

Is  this  the  start  of  something  big? 


Singer-businessman  Newton 
Better  than  a  30-foot  oil  well. 

playing  Las  Vegas  since  he  was  15. 

Ordered  to  sell  the  943-room  hotel 
after  a  Detroit  federal  jury  convicted 
them  of  hiding  shady  ties,  the  Aladdin's 
owners  saw  five  deals  fall  through  before 
Newton's  group  surfaced.  The  down  pay- 
ment is  only  $2  million,  indicating  how 
desperate  the  old  owners  are,  and  New- 
ton admits  the  hotel  needs  more  than 
just  new  owners:  Last  year  it  was  ru- 
mored to  have  made  just  over  $2  million, 
while  a  block  away  places  like  Caesars 
Palace  and  the  MGM  Grand  earned 
about  5  to  10  times  as  much.  Newton 
concedes  that  the  hotel's  7,500-seat 
"theater  for  the  performing  arts"  was  a 
mistake;  recently  the  Aladdin  was  giving 
away  tickets  to  try  to  attract  a  decent 
crowd  for  the  arena's  ice  show. 

"I've  been  down  the  path  of  bad  busi- 
ness deals  before,"  says  Newton,  who 
once  invested  in  a  30-foot  oil  well.  He 
thinks  he's  got  a  winner,  though,  this 
time  around.— Ellen  Paris 
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1st  Q-80  Performance  Profile  •  Crouse-Hinds  Compan 


Net  income  up  20% 
over  first  Quarter  of  1979. 

The  Company  s  steady  growth  during  the  decade  of  the 
70s  continued  with  record-setting  performance  for  the  first 
quarter  of  1980. 

Net  income  rose  20%  to  $7,091,000  and  net  sales  were  up 
14%  to  $102,434,000  Fully  diluted  earnings  per  share  of  $  56 
gained  19°o  over  1979  s  first  quarter  earnings.  In  addition, 
total  Company  consolidated  incoming  orders  (a  major 
indicator  of  second  and  third  quarter  revenues)  were  up  18%. 

I979  return  on  shareholders' eouity 
exceeded  l8°o  for  sixth  consecutive  year 

This  critical  measure  of  company  performance  rose 
to  a  record  21.6% — exceeding  the  18%  level  for  the  sixth 
straight  year. 

Crouse-Hinds  Company  has  followed  a  planned  strategy 
of  geographic,  market  and  product  diversification.  This 
strategy  not  only  gives  the  company  broad-based  stability  that 
strengthens  its  performance  during  cyclical  or  uncertain 
economic  conditions,  but  also  firmly  positions  Crouse-Hinds 
to  take  advantage  of  worldwide,  energy-related  growth 
markets  of  the  1980s 


CROUSE-HINDS  COMPANY  PERCENT  RETURN  ON 
SHAREHOLDERS'  EQUITY  (ROE)  vs.  THAT  OF  ALL  U.S. 
MANUFACTURING  COMPANIES 

 25°', 


•20 
-15 
-10  — 
-  5 


1975 


1976  1977  1978 

Crouse-Hinds 

All  U  S  Manufacturing  Companies 


1979 


'1979  estimate  tor  All  U  S  Manufacturing  Companies  based  on  9  months 
actual  Source  Federal  Trade  Commission  Quarterly  Financial  Reports 

Financial  Highlights 

FIRST  QUARTER  CONSOLIDATED  RESULTS 


Gearing  up  for  growth. 


A  particularly  key  market  for  Crouse-Hinds  products — 
worldwide  hydrocarbon  processing  spending — is  projected 
by  outside  economists  for  a  13%  growth  during  1980  Further, 
foreign  spending  for  hydrocarbon  processing  is  now  three 
times  greater  than  domestic  spending.  With  well  developed 
international  business  relationships,  both  Crouse-Hinds 
domestic  and  international  operations  are  positioned  to 
capitalize  on  this  growth.  That  s  just  one  of  many  reasons  we 
at  Crouse-Hinds  face  the  uncertainties  of  the  future  with  a 
certain  confidence — that  the  Crouse-Hinds  team  is  ready  to 
attack  the  challenges  of  the  80s.  not  just  to  react  to  them. 


(Subiect  to  Year-end  Audit) 

Quarter  Ended  Marcti 

1980 

1979 

Net  Sales 

Operating  Expenses 

$102,434,000 
89.464.000 

S90. 235.000 
78.917.000 

Net  Income  Before  Taxes 
Taxes  Based  on  Income 

12,970.000 
5,879,000 

11.318.000 
5.385.000 

Net  Income  After  Taxes 

S  7.091.000 

$  5.933.000 

Earnings  per 
Common  Share 

Primary 

Fully  Diluted 


S.58 
S.56 


S  49 
S  47 


■Restated  for  3-for-2  stock  split  of  November  2  1979 


Our  business  is  electrifying  ideas 


Write  for  our  annual 
and  Quarterly  reports. 


For  a  copy  of  our  1980  First  Quarter  Report  and  the 
1979  Annual  Report,  write  the  Vice  President.  Corporate 
Affairs.  Crouse-Hinds  Company,  P.O.  Box  4999.  Syracuse 
New  York  13221. 


CROUSE-HINDS 


The  Economy 


MONEY  &  INVESTMENTS 


t  with  capital  spending  programs  that  can't  be  cut  back  and  the 
Oect  of  sharply  lower  earnings,  directors  will  inevitably  have  to 
z  twice  about  whether  their  current  dividends  are  sustainable. 


If  you  gotta  cut, 
you  gotta  cut 


e  current  recession  may  hit 
vidend  payments  harder,  much 
irder,  than  did  the  1973-75  reces- 
ist  month's  action  by  General 
to  cut  its  regular  quarterly  divi- 
;arly  in  half,  from  $1.15  to  60 
:r  share,  may  be  only  a  foretaste 
)y  others  to  come, 
jrospective  bad  news  is  largely 
It,  of  course,  of  the  severe  down- 
;orporate  profits  that  lies  directly 
Depreciation  cash  will  rise,  but 
ugh  to  offset  profit  declines.  To- 
.  flow  will  fall  far  short  of  the 
s  needed  to  pay  for  already  com- 
:apital  spending  projects, 
ig  run  up  a  lot  of  short-term  debt 
anks  and  in  the  commercial-pa- 
ket,  many  companies  are  using 
:eeds  from  the  record  volume  of 
m  money  borrowed  in  April  and 
manly  to  repay  that  short-term 
it  to  meet  new  capital  expenses 
I  working  capital.  As  earnings 
here  will  be  no  alternative  except 
reluctantly,  to  be  sure — the  divi- 
d  thereby  retain  more  cash, 
t  E.  Lewis,  vice  president-eco- 


nomics at  Citibank,  may  have  put  his 
finger  on  why  so  few  forecasters  seem 
aware  of  the  extent  of  dividend  cuts 
ahead.  He  estimates  that  total  profits  of 
U.S.  corporations  this  year  will  fall  only 
3%  after  taxes,  from  $144  billion  to 
$139.7  billion.  But,  alas,  that's  the  only 
number  many  forecasters  will  glance  at. 
Eliminate  oil  company  profits,  Lewis 
says,  and  the  outlook  is  for  a  10%  to  15% 
slump  in  earnings.  (His  data,  incidental- 
ly, are  based  on  expectation  of  an  "aver- 
age" post-World  War  II  recession;  the 
word  now  is  that  this  one  is  going  to  be 
much  worse.)  An  earnings  slump  that  big 
would  affect  not  only  companies  like 
General  Motors  with  clearly  cyclical 
earnings  patterns  but  also  companies 
thought  to  be  "recession-proof."  (For  a 
lis!  of  companies  relatively  more  vulnerable 
than  others  to  dividend  cuts,  see  p.  72.) 

Ongoing  capital  spending  needs  are 
not  the  only  reason  for  concern  about 
present  dividend  rates.  The  dividend  out- 
look is  also  in  doubt,  Lewis  says,  because 
of  management  overenthusiasm  in  1979. 
"A  lot  of  corporations  raised  their  divi- 
dends over  the  1978  rate  based  on  their 


1979  results,"  he  says.  "A  couple  of  quar- 
ters from  now,  when  they  look  at  their 
earnings  stream,  they  will  be  forced  to 
decide  it's  necessary  to  cut  back." 

Asked  about  his  own  cash  needs  at  a 
recent  lunch,  the  head  of  one  Forbes  500 
company  said,  "We'll  get  by.  We'll  get 
SO",,  of  it  from  cash  flow."  Asked  what 
life  would  be  like  if  he  didn't  have  to  pay 
anything  to  his  stockholders,  he  grinned 
and  said,  "Hell,  then  we'd  be  in  clover." 
But  he  quickly  added:  "We  couldn't  do  it; 
it  would  wreck  our  stock  and  cause 
dumping  by  institutions."  He  sounded 
almost  wistful,  though.  If  you  gotta  cut, 
dividends  seem  the  easiest  way  to  go. 

For  a  lot  of  reasons — pride,  stock  mar- 
ket reaction,  genuine  concern  for  those 
stockholders  who  urgently  need  their 
checks — directors  are  traditionally  loath 
to  tinker  with  the  dividend,  hi  the  past 
three  recessions,  Lewis  points  out,  divi- 
dends held  fairly  stable.  The  present  re- 
cession may  be  rougher  on  them,  but 
look  at  it  this  way:  What's  worse?  A 
temporary  dividend  reduction?  Or  seri- 
ous damage  to  a  company's  financial  and 
operating  structure?  ■ 


Something's  gotta  give 


e  deepening  recession,  inflation  and  a  small  chance  of  give.  Expect  dividends  to  take  the  heat,  in  contrast  to  1973- 

letup  in  capital  spending  needs — after  all,  you  can't  75,  when,  despite  a  tough  recession,  companies  were  better 

//  a  factory — a  cash  squeeze  is  on.  Something's  got  to  able  to  avoid  cutting  their  dividends. 

lars  (seasonally  adjusted — billions) 


nfinancial  corporations 


Dividends 


'73  '74 
ending  minus  internal  cash  flow 
cral  Reserve  Board;  Data  Resouic 
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Capital  Markets 


\  1(  )NE\ ' &  IN' VESTMENTS 


Fow  c<2^Y  sure  that  utility  rate  commis- 
sions will  choose  wisdom  over  populism. 

SHORT  CIRCUIT 
IN  ELECTRICALS 


By  Ben  Weberman 


Some  people  think 
utility  bonds  are 
outstanding  buys  at 
this  time.  I  am  not 
one  of  the  people 
who  thinks  so.  It 
strikes  me  that  the 
entire  utility  group 
is  overrated  as  a  ha- 
ven for  safe,  yield- 
hungry  money. 
In  any  business,  the  underlying  cir- 
cumstances tend  to  change  more 
quickly  than  the  public  perceptions  of 
them.  Utility  bonds  are  no  exception. 
It  was  assumed  that  the  rate-making 
commissions  would  almost  automati- 
cally set  rates  at  a  level  that  would 
permit  safe  coverage  of  interest  and  a 
reasonable  profit.  No  more.  You  can't 
assume  anything  about  the  commis- 
sions these  days.  There  are  too  many 
political  types  on  them  who  try  to 
become  heroes  to  the  press  and  public 
by  "fighting"  to  hold  down  the  price 
of  gas  and  electricity. 

In  the  mid-1970s,  the  utilities  were 
first  hit  by  a  change  in  investor  prefer- 
ence as  oil  prices  skyrocketed.  It  be- 
came faddish  for  analysts  to  search  for 
the  companies  least  dependent  on  oil. 
Hydroelectric  generating  facilities 
were  premium  products — until  they 
ran  into  a  drought.  Nuclear  power  was 
the  next  to  be  hit  when  the  press  and 
and  TV  blew  Three  Mile  Island  out  of 
proportion  and  enabled  'the  antibusi- 
ness  types  to  have  a  field  day  at  the 
expense  of  companies  who  had  in- 
vested in  nuclear  power.  Coal  was  rec- 
ommended— but  dirty. 

Oil,  nuclear,  hydro,  coal.  The  fact  is 
the  entire  industry  is  in  trouble.  Costs 
of  production  have  been  rising  rapidly 
regardless  of  the  source  of  generating 
power.  Consumption  was  declining 
even  before  the  recession  began.  This 
has  touched  off  a  deadly  cycle.  Con- 
fix Weberman  is  economics  editor  of  Forbes 
magazine 


sumption  is  obviously  responding  to 
the  cost  of  energy.  Each  increase  in 
rates  brings  further  conservation  by 
business  and  the  consumer. 

Some  of  the  utilities  may  actually 
go  under.  Sure,  in  the  long  run  inves- 
tors may  be  bailed  out,  but  who  wants 
to  sit  with  bonds  that  are  in  arrears  on 
interest  and  selling  at  50  cents  on  the 
dollar  while  you  wait  for  the  lawyers 
and  politicians  to  sort  things  out? 

The  electric  utilities  have  an  addi- 
tional problem.  Most  are  in  the  midst 
of  massive  programs  to  expand  gener- 
ating capacity.  They  need  cash,  exter- 
nally and  internally.  The  eroding  earn- 
ings, however,  are  going  to  make  it 
very  difficult  to  come  up  with  all  the 
money  required. 

In  their  oblique  way,  the  rating 
agencies  are  starting  to  warn  inves- 
tors of  the  dangers.  When  Standard  & 
Poor's  gave  Iowa  Power  &  Light  Co.  a 
rating  of  A  on  a  late  May  sale  of  $30 
million  first  mortgage  bonds,  it  cau- 
tioned: "Ongoing  periodic  rate  in- 
creases will  be  needed  to  provide  ap- 
propriate bondholder  protection  in  fu- 
ture years." 

Rate  increases  are  not  the  answer  to 
bondholder  protection.  Fixed-charge 
coverage  of  Iowa  Power  was  2.79 
times  in  1978  but  dropped  to  2.39  by 
the  first  quarter  of  1980.  The  trend, 
despite  rate  ad]ustments,  is  obvious. 

Public  Service  Electric  &  Gas  is  an 
AA-quahty  issue.  What  does  S&P's 
think-  "Indirect  coverage  has  de- 
clined in  response  to  cost  pressures. 
.  .  .  Periodic  rate  increases  would  ap- 
pear to  be  required  to  allow  satisfac- 
tory measures  of  earnings  protection 
and  financing  flexibility  over  the  long 
term." 

Or  take  Cincinnati  Gas  &  Electric: 
AA-tagged,  coal-fired  utility.  The 
company  was  granted  a  $35  million 
rate  increase  out  of  a  requested  $80 
million  increase.  Coverage  is  down  to 
2.24  times  fixed-charge  requirements 
from  2.60  in  1977. 

In  other  words,  the  bonds  are 
okay — if  the  regulators  keep  the  in- 


creases coming.  Will  they"  May| 
But  you  can't  be  sure. 

Are  these  isolated  cases'  No.  Tf|| 
are  taken  in  sequence  from  the  Ml 
24  issue  of  Standard  &  Poor's  week! 
Fixed  Income  Investor  They  are  tyl 
cal.  Maybe  I'm  wrong.  I  hope  I  al 
Let's  hope  the  various  rate  comml 
sions  will  use  their  heads  and  chocl 
wisdom  over  so-called  populism.  Tl 
point  is,  however:  Why  take  I 
chance?  Is  the  extra  yield  real 
worth  it? 

As  this  is  written,  it  is  very  easy  I 
swap  out  of  utility  issues  into  Ul 
Treasury  securities.  Long-term  Trd 
sunes  such  as  the  10s  of  May  15,  20  [ 
are  priced  to  yield  10.25%.  Tl 
11.38%  Texas  Power  &  Light  bon[ 
due  2010  are  priced  to  yield  11.45' 
You  sacrifice  1 .20%  of  interest  for  til 
peace  of  mind  of  holding  a  Treasul 
obligation  that  is  safe  from  defaul 
and  cannot  be  called  before  2005.  Tl| 
high-yielding  Texas  utility  issue 
callable  at  any  time  after  May  1,  19j| 
if  interest  rates  have  fallen. 

There's  money  to  be  made 
bonds  this  year — even  though  borj| 
prices  have  already  rallied  sharply, 
why  reach  for  an  extra  point  or  tvul 
in  interest  and  risk  owning  utilill 
bonds  whose  quality  may  continue  <| 
decline? 

Interest  rates  are  going  to  fall  bil 
cause  inflation  is  going  to  slow  dow|| 
much  faster  than  most  experts  expecif 
While  the  experts  are  debating  whetll 
er  inflation  is  going  to  drop  to  10%  I 
9.9%  and  sending  their  electronil 
model  wheels  spinning,  Sindlinger  tl 
Co.  is  learning  from  the  thousands  cl 
calls  made  daily  to  the  public  thai 
individuals  no  longer  want  to  rush  oul 
of  money  into  goods.  They  believf 
prices  have  stabilized.  And  they  can1] 
afford  to  make  many  purchases  any! 
how.  The  Wall  Street  Journal  report! 
that,  with  the  collapse  of  autos  anJ 
housing,  price-cutting  has  been  irul 
fecting  steel,  autos  and  tires.  Leadl 
nickel  and  molybdenum  are  on  th«l 
discount  list,  too.  Aluminum  should! 
join  the  club  after  it  gets  finished  fill! 
ing  backlogs  of  orders  because  nevj| 
ones  are  not  coming  in. 

With  utilities  facing  power-conjl 
sumption  cutbacks  such  as  those  de^ 
scribed  above,  can  reduced  use  oil 
petroleum  keep  us  far  from  the  longj| 
awaited  glut? 

Bring  inflation  down  to  8%  thi$| 
year  and  6%  in  1981  and  bonds  arel 
still  a  buy  at  today's  high  (relative  tol 
Apr.  1)  prices.  Does  6%  inflation! 
seem  an  impossible  dream?  Not  to  me  | 
it  doesn't.  ■ 
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Should  you  be  buying  or  selling 

these  stocks? 

United's  advice  may  surprise  you ! 

Facts,  figures,  analysis,  appraisal  of  risk  and  specific  buy-hold-sell  advice 

20  Oil  Stocks 

United  believes  some  are  good  buys  right  now 

Atl  Richfield       Conoco      Gulf  Mobil  Royal  Dutch  StdOillnd  Texaco 

Brit  Petroleum    Exxon        Kerr  McGee      Occidental      Shell  Oil  Std  Oil  Ohio      Union  Oil 

Cities  Service     Getty         Marathon         Phillips  Std  Oil  Calif  Sun  Co 

80  Utility  Stocks 

United's  own  13  point  evaluation.  Here  are  a  few  of  the  stocks  covered 

Allegheny  Pwr  Carolina  Pow  FlPwr  Houston  Ind  NY  State  El  Ohio  Ed  SanDiegoG&E 

AmElecPwr  Cent  III  PS  FIPwrLt  Idaho  Pwr  Niagra  Mohawk  PS  New  Hamp  So.  Calif  Ed 

Ariz  Pub  Ser  Cent  La  En  GenPubUtil  Nevada  Pwr  Northeast  Ut  Puget  Sound  So.  Carolina 

Atlantic  City  DuquesneLt  Gulf  States  NewEngElec  North  Ind  Pub  Sv  PS  New  Mex  Southern  Co 

Bait  G  &  E  Eastern  Utii  Hawaiian  Elec  New  Eng  G  &  E  No  States  Pwr  Rochester  G  &  E  Southwest  Pub  Ser 

11  Television  Stocks 

The  television  industry  is  on  the  threshold  of  major  change 
ABC     RCA  Tandy  Viacom  Int'l 

CBS     Scientific-Atlanta     Teleprompter    Warner  Comm 
MCA     Sony  Time 

13  Gambling  Stocks 

Are  they  on  the  move  again? 

Bally  Gen.  Inst.  Holiday  Inns  Playboy 

Caesar's  World    Golden  Nugget    Showboat  Ramadalnns 
Del  Webb  Hilton  Hotels       MGM  Resorts  Int'l 

Elsinore 

6  High  Tech  Stocks 

Exciting  growth  opportunities  for  those  willing  to  look  ahead 
EG&G  M/A-Com  Rolm  Corp 

Intel  Corp  Perkin-Elmer  Texas  Instru 

7  Airline  Stocks 

Are  they  about  to  take  off? 
American        Eastern  UAL  Southwest 

Delta  Northwest  PSA 

Plus  a  full  8-Week  Subscription  to  United  Reports 

•  Stock  Market  Analysis  and  specific  recommendations  •  General  Business  Forecast  •  The  Supervised  List 
•  Buying  advice  of  other  services  •  Bonds  and  Preferred  Stocks  •  Stocks  to  sell  or  avoid  •  New  product  studies 

•  Views  of  leading  authorities . . .  and  much  more 

8-issue  subscription  to  United  Reportsalone  is  a  $20  value. 


This  entire  package  only . 

MAIL  THE  POSTAGE  PAID  REPLY  CARD  TODAY!  SEND  NO  MONEY  .  .  .  WE  WILL  BILL  YOU 

T^J^JTTEuI)  Imilstmenf  Service 

210  Newbury  Street,  Boston,  MA  021 16 
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Could  it  be  that  investors  are  anticipating 
the  eventual  upturn  in  the  economy?  It 
may  not  come  for  as  long  as  a  year  or  so. 

TOO  MUCH 
TOO  SOON? 


By  Heinz  H.  Biel 


May,  usually,  is  not 
r  v\     a   Kl)(K'   month  tor 

the  stock  market. 
More  often  than  not 
it  is  so  had  that  ana- 
lysts measure  the 
traditional  summer 
rally  from  the  lows 
of  May  to  whatever 
highs  are  reached  in 
July  or  August.  This 
year,  ohviously,  is  an  exception. 

It  is  not  quite  clear  from  where  the 
stock  market  derived  its  exuberance 
last  month.  If  it  is  the  abrupt  drop  in 
money  rates — yields  on  90-day  Trea- 
sury bills  came  down  from  a  16'/2% 
peak  in  March  to  a  recent  7!/2% — 
which  is  being  interpreted  as  the  rea- 
son for  the  celebration,  there  seems  to 
be  a  misunderstanding  that  needs  to 
be  corrected. 

If  I  understand  correctly  what  the 
Fed's  Paul  Volcker  is  doing,  he  is 
merely  easing  his  foot  off  the  credit 
brake,  because  the  objective,  ie  ,  re- 
ducing the  excessive  creation  of  credit 
m  all  areas,  is  gradually  being  at- 
tained. The  Fed  has  not  touched  the 
accelerator  yet,  and  I  doubt  very  much 
that  it  has  any  intention  of  doing  so — 
at  least  not  for  the  time  being. 

The  slowdown  in  the  rise  of  the 
consumer  price  index,  while  most 
welcome,  of  course,  is  no  cause  for 
jubilation  either.  The  improvement 
was  due  largely  to  the  fact  that  gaso- 
line prices  did  not  go  up  in  April, 
which  can  hardly  be  viewed  as  an 
abatement  of  inflation. 

The  recession  is  now  in  full  swing 
and  business  statistics  will  worsen  in 
the  months  ahead.  This  is  common 
knowledge,  and  it  was  discounted  by 
the  deeply  depressed  level  of  stock 
prices  earlier  this  year.  Could  it  be 
that  investors  already  are  anticipating 
the  eventual  upturn  in  the  economy? 

Heinz  H  Biel  is  a  vice  president  of  tfx>  AVNZ? 
firm  of  Janney  Montgomery  scott. 


It  may  not  come  for  as  long  as  a  year 

or  so. 

We  have  had  a  100-point  rise  in  the 
Dow  since  it  hit  a  two-year  low  on 
Mar.  27.  It  may  be  time  now  for  the 
market  to  take  a  breather.  People 
have  a  tendency  to  become  more  bull- 
ish as  a  rally  progresses  and  broadens. 
I  think  one  should  resist  this  inclina- 
tion and  become  a  little  more  cautious 
rather  than  more  aggressive. 

The  price  recovery  of  long-term 
bonds,  which  was  so  rapid  initially, 
has  slowed  down  to  a  crawl.  This  was 
to  be  expected,  because  of  the  huge 
and  still-growing  volume  of  new  offer- 
ings as  corporations  strive  to  replace 
their  short-term  borrowings  with 
long-term  debt.  Bond  yields  are  still 
tempting,  particularly  by  comparison 
with  the  sharply  reduced  returns  on 
T-bills,  money  market  funds  and  six- 
month  certificates. 

However,  while  it  is  easy  to  buy 
bonds,  particularly  new  issues,  I  urge 
individual  investors  to  remember 
how  extremely  difficult  it  was  only  a 
few  months  ago  to  sell  bonds,  even 
listed  bonds,  except  at  sacrifice  prices. 
Marketability  seems  unimportant  un- 
til you  want  to  or  have  to  sell.  If  it  is 
important  to  maximize  current  in- 
come, I  would  give  preference  to  good- 
quality  utility  stocks,  whose  yield  and 
price  performance  is  similar  to  that  of 
bonds.  If  it  has  to  be  bonds,  stick  to 
Treasury  notes  and  bonds  or  to  cor- 
porates  maturing  within  five  years  or 
so.  The  marketability  problem  is  as 
bad  or  worse  in  the  tax-exempt  sector, 
where  four-point  spreads  between  bid 
and  ask  prices  are  commonplace. 

Since  I  consider  the  stock  market 
somewhat  overbought  now  and  sus- 
ceptible to  a  period  of  hesitation,  if 
not  correction,  I  wo.uld  not  be  overly 
eager  to  use  up  any  remaining  buying 
power  at  this  time.  Keep  some  pow- 
der dry  in  the  expectation  of  a  more 
advantageous  buying  opportunity. 
This  caveat  also  applies  to  the  follow- 
ing comments  on  individual  stocks. 

The  yield  spread  has  turned  so 


much  in  their  favor  these  past  v 
months,  that  most  banks  will  hav> 
strong  second  quarter  and  an  excellel 
year.  Many  bank  stocks  are  sellingj 
less  than  5  times  earnings  for  the  pf 
12  months  and  at  a  huge  discoul 
from  book  value.  Dividend  yields 
generous.  I  favor  Chase  ManhattM 
(42 '/H  Hankers  Trust  (48)  and  Irvil 
(37)  for  the  more  aggressive  invest<| 
Bank  of  New  York  (32)  and/f  Morg\ 
(47)  are  suggested  for  conservative  i| 
vestors.  Fast-growing  Repuhlu  NM 
York  Corp  (50),  first  mentioned  in  tq 
column  as  long  ago  as  1972,  is  one 
the  very  few  bank  stocks  to  reach 
alltime  high  this  year.  BankAmerM 
did  so  last  year.  These  two  as  well 
Morgan  sell  close  to  or  even  abol 
their  book  value,  a  fact  that  speaks  f  | 
itself. 

It  is  somewhat  ironic  that  two 
the  major  cigarette  makers,  America 
Brands  (73)  and  Philip  Morris  (38),  hail 
recently  sold  at  record  prices,  and  A". 
Reynolds  (38)  has  not  been  doing  badl  f 
Unless  you  have  scruples  about  smol| 
ing,  these  are  good  stocks  to  own. 

General  Instrument  (47)  is  a  sorml 
what  volatile  market  performer  witl 
a  1980  range  of  54  to  38.  It  is  highl 
probable  that  earnings  for  the  currerl 
fiscal  year  (ending  February  1 98 1 )  wi  I 
top  last  year's  $5.90  a  share  by  a  far 
size  margin.  GRL's  business  encorrl 
passes  such  promising  fields  as  eleel 
tronic  betting  equipment,  cable  TT 
products,    semiconductors,  etc. 
would  view  any  price  setback  as 
buying  opportunity. 

When  American  Broadcasting  (29 
lost  its  number  one  position  in  the  T'l 
rating  race  and  reported  a  5-cent-al 
share  decline  in  first-quarter  profit I 
(from  91  cents  to  86  cents),  the  stocl| 
plunged  some  20  points  from  its  197? 
peak,  close  to  its  lowest  level  in  threil 
years.  Earnings  estimates  for  1980  an| 
in  the  $5.75-to-$6  range.  This  is 
rather  unorthodox  business  and  man;! 
people  have  reservations  about  invest  I 
ing  in  it.  However,  at  its  present  price 
I'd  give  the  nod  to  ABC. 

The  stock  of  CBS  (48),  the  new  lead 
er  in  the  ratings  game,  held  up  fairly 
well  in  the  marketplace,  despite  the 
upheaval  in  the  executive  suite  and  a 
27%  drop  in  first-quarter  profits  (from 
64  cents  to  47  cents  a  share).  The  new 
CEO  of  CBS,  Thomas  H.  Wyman,  has 
superb  credentials.  He  had  left  Polar- 
oid some  years  ago  when  he  realized 
that  the  top  spot  there  was  perma- 
nently occupied.  He  comes  to  CBS 
from  Pillsbury  via  Green  Giant.  Be- 
cause of  Wyman's  appointment,  CBS 
should  deserve  a  strong  bold  rating. 
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Competition* 

It's  what  we  face  every  day  on  our  trading  floor. 
Now  we're  getting  some  from  outside.  We  can't  wait. 


:  imitation  is  the  sincerest 
orm  of  flattery,  we  are  sin- 
:erely  flattered. 

rinancial  futures  were  first 
raded  on  the  International 
Monetary  Market  on  May  16, 
972.  Before  that,  there  sim- 
>ly  wasn't  any  such  thing, 
bday  financial  futures  con- 
racts  are  traded  on  a  number 
»f  exchanges  in  proliferat- 
ig  numbers. 

We  don't  regret  the 
/       competition  for  a 
4  '  moment.  It  is, 


after  all,  the  lifeblood  of  our 
industry  and  we  know — from 
our  trading  floor  experience — 
that  competition  makes  for 
greater  efficiency.  The  com- 
petition among  our  own 
members  to  secure  the  best 
possible  prices  for  their  cus- 
tomers is  what  has  made  the 
IMM  so  successful  for  eight 
years.  We  consider  ourselves 
the  most  efficient  financial 
futures  market  in  the  world 
and  we  have  no  intention  of  al- 
lowing that  to  change. 

We  have  more  active  financial 
futures  contracts  than  any 
other  exchange.  We  are  years 
ahead  of  our  competition. 


Our  members  have  more  ex- 
pertise and  are  better  equip- 
ped to  service  their  clients.  We 
have  the  institutional  financial 
strength  and  integrity  that  is 
second  to  none  and  we  are 
the  only  exchange  to  have  a 
multi-million  dollar  trust  fund 
to  protect  the  public. 

Competition  is  nothing  new 
to  the  IMM — in  fact,  it's  an 
old  friend. 

For  more  information,  call 
toll-free  800-228-2027, 
in  Nebraska 
402-571-4900.  * 


Commodities 


\K )NEY&  INVKSI MKNTS 


The  Russians  are  looking  for  two  things:  a 
big  crop  of  their  own  and  a  lot  of  sugar 
from  Castro.  They  probably  won  t  get  both. 

NO  SUGAR 
BEARS  HERE 


By  Stanley  W.  Angrist 


Sugar  is  making 
news  again.  The  last 
time  sugar  caught 
the  trading  public's 
fancy  was  in  1974. 
In  January  of  that 
year,  the  number  1 1 
world  sugar  contract 
was  trading  around 
12  cents  per  pound 
but  by  November  it 
had  touched  66  cents.  That  is  a  runup 
that  rivals  the  recent  explosion  in  sil- 
ver prices  insofar  as  equity  change  per 
contract  is  concerned.  (Each  penny 
change  in  price  for  sugar  is  worth 
$1,120  per  contract;  thus  the  January- 
to-November  price  gain  was  worth 
$60,000  per  contract.)  It  should  be 
noted  that  the  ensuing  sell-off  brought 
sugar  back  to  12  cents  per  pound  in 
less  than  six  months. 

The  world  derives  about  63%  of  its 
sugar  from  cane,  with  Brazil  and  Cuba 
normally  the  two  biggest  producers. 
They  each  produce  about  8%  of  the 
world  total.  The  largest  producer  of 
sugar  beets  is  the  Soviet  Union, 
which  also  produces  between  7%  and 
9%  of  the  world's  sugar. 

The  table  suggests  that  the  current 
world  sugar  production  deficit  will 
reach  at  least  4.7  million  metric  tons. 
Lately  there  have  been  trade  reports 
forecasting  a  deficit  of  6  million  to  7 
million  metric  tons,  while  the  USDA 
figures  show  a  5.5  million  metric  ton 
shortfall. 

Production  estimates  for  the  cur- 
rent season  range  between  84  million 
and  87  million  metric  tons,  compared 
with  around  91  million  metric  tons  in 
the  1978-79  crop  year.  Current  usage 
is  also  put  at  around  91  million  metric 
tons.  This  would  cause  the  carryover 
to  drop  to  around  25  million  to  26 
million  metric  tons,  or  around  28%  of 

Stanley  W.  Angrist  is  a  professcjr  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities 


consumption.  Historically,  24%  is 
considered  to  be  "normal"  and  well 
under  the  burdensome  levels  of  the 
past  two  seasons.  This  turn  of  events 
has  given  a  distinct  bullish  cast  to  the 
supply/demand  equation. 

Sugar-beet  plantings  can  experience 
significant  year-to-year  changes  be- 
cause beets  are  an  annual  crop,  where- 
as sugarcane  has  a  longer  life  cycle. 
Europe,  the  key  sugar-beet-producing 
region,  is  expected  to  show  a  2%  in- 
crease from  the  1979  acreage.  Howev- 
er, the  high  yields  of  the  past  season 
in  Western  Europe  are  unlikely  to  be 
repeated.  Thus,  Western  European 
production  increases  are  likely  to  be 
minimal. 

The  Russians,  however,  are  count- 
ing on  a  big  increase  in  production. 
Last  year's  disastrous  crop  of  7.6  mil- 
lion metric  tons,  which  suffered  from 
bad  weather,  is  expected  to  rise  to 
more  than  9.8  million  metric  tons. 
However,  cold  weather  in  March  de- 
layed field  work  for  all  of  their  spring 
crops  and  sugar  beets  are  apparently 
off  to  a  slow  start. 

The  Russian  situation  becomes 
more  interesting  when  one  considers 
that  they  consume  between  12  mil- 
lion and  13  million  metric  tons.  How 
do  they  make  up  this  shortfall?  Why, 
their  friends  (clients?)  in  Cuba  have, 


in  recent  years,  supplied  what  th 
couldn't  produce.  But  the  Cubans  ; 
having  some  difficulty  themseb 
with  this  year's  crop — mostly  due 
plant  diseases.  This  has  forced  I 
Soviets  to  go  into  the  world  market 
make  up  their  needs.  (It  is  also  inti 
esting  to  note  that  the  Russians  ha 
the  second  highest  per  capita  su£ 
consumption  in  the  world  at  1 
pounds — Australia  is  first  and  the  U 
is  third.) 

The  1980-81  crop  year  looks  md 
and  more  like  a  second  producti< 
deficit  in  the  making.  If  there  are  pr 
duction  increases,  they  will  most  lik 
ly  come  from  the  Russians.  Tl 
world's  final  production  will  be  large 
determined  by  the  weather.  At  ai 
rate,  to  expect  more  than  a  mode 
increase  in  production  would  be  foe 
ish,  and  only  a  2%  increase  in  co: 
sumption  would  produce  another  d 
pletion  of  sugar  stocks.  The  questic 
then  is  how  much  will  all  of  the: 
bullish  statistics  cause  prices  to  ris 
from  current  levels?  I  am  not  willir 
to  make  an  outright  guess  on  tha 
number. 

I  would  be  willing  to  risk  a  bu 
spread  in  sugar,  however.  The  one 
would  consider  trading  is  long  Octc 
ber/short  March.  I  would  try  to  sell  th 
March  with  at  least  a  120-point  pre 
mium  (1.2  cent)  to  the  October.  I 
bearish  years  like  1976  and  1977,  thjl 
premium  on  March  to  October  ha 
gone  as  high  as  150  points.  In  bullis 
years  like  1974,  October  rose  to  a  90C 
point  premium  to  March.  I  would  no 
expect  either  of  those  extremes  thi 
year.  I  do  believe  October  could  go  t< 
even  money  with  March  for  a  $1,121 
profit.  I  would  risk  no  more  than  33 
points  ($392)  from  my  entrance  level! 

The  margin  on  a  sugar  spread  ij 
about  $2,000,  while  the  round-tun 
commission  is  about  $100.  ■ 


A  delicate  balance 


Sugar's  price  is  influenced  to  a  large  extent  by  the  size  of  the 
remaining  sugar  stocks  in  comparison  with  consumption.  On  the 
basis  of  the  present  outlook,  the  bulls  have  an  interesting  play. 


Stocks  as 

Season 

Sept-Aug 

World 

World 

Final 

%  of 

average 

season 

production' 

consumption1 

stocks' 

consumption 

price2 

1974-75 

78.5 

76.4 

17.5 

22.9% 

30.51 

1975-76 

81.8 

79.2 

20.5 

25.9 

13.61 

1976-77 

86.9 

81.8 

24.8 

30.3 

8.21 

1977-78 

90.9 

85.7 

30.1 

35.1 

7.52 

1978-79 

91.4 

90.5 

30.7 

33.9 

8.21 

1979-80 

86.44 

91. 14 

25.84 

28.3 

15.823 

1980-81 

90.0-93.05 

93.0-93.55 

22.0-26.05 

23%-28% 

'In  millions  of  metric  tons.    :In  cents  per  pound  based  on  average  world  spot  prices.  'Sep- 
tember through  March.    4Estimated.  -'Projections. 
All  numbers,  other  than  estimates  and  projections,  provided  by  F.O.  Licht 
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SERIOUS  BUSINESS. 


HOGRAPHY: 
EMBER  15,  1980 


NewsweekfHnternational 
Special  Sections/1980 


?ry  week,  Newsweek  International  focuses 
an  audience  loaded  with  buying  potential, 
t  Special  Sections/1980  will  target  in  even 
hter.  ..on  men  who  make  critical  business 
visions;  key  executives  with  incomes  which 
dw  them  to  buy  what  they  want,  when  they 
nt  it. 

a  market  you  can't  afford  to  miss. 

scial  Sections/1980  will  focus  our  readers' 
ention  on  specific  product  areas.  Relevant, 
ormative  editorial  will  provide  your  adver- 
ng  with  a  high-intensity,  response-oriented 
^ironment. 

IOTOGRAPHY: 

art  as  well  as  science;  Newsweek  pays 
mage  to  both.  Interviews  with  leading  pho- 
;raphers  will  give  readers  useful  insights 

0  new  techniques.  Articles  and  bulletins 

1  cover  new  developments  in  cameras, 
ses,  meters,  film,  home  darkroom  setups 
i  more.  Issue  Date:  September  15.  Adver- 
ng  Close:  July  28. 


INTERNATIONAL  TRADE: 

New  opportunities,  new  regulations,  new  bar- 
riers to  consider— these  and  other  subjects 
will  be  examined  by  experts  in  multi-national 
commerce.  As  world  trade  expands,  so  do  the 
services  available  to  marketers  and  manufac- 
turers: Special  Sections/1980  examines  them 
in  fine  detail.  Issue  Date:  October  27.  Adver- 
tising Close:  September  8. 

PERSONAL  INVESTMENT: 

Where  is  the  "smart  money"  going?  Gold? 
Collectibles?  Real  Estate?  And  what  are  the 
tax  ramifications,  the  legal  restrictions,  and  the 
risk/reward  factors  involved?  Expert  invest- 
ment managers  will  share  theif  experiences 
and  insights  with  1,200,000-plus  Newsweek 
International  readers.  Issue  Date:  December 
8.  Advertising  Close:  October  20. 
To  reserve  space,  or  get  more  information 
about  these  and  other  Special  Sections/1980, 
contact  your  Newsweek  International  repre- 
sentative. 

And  get  ready  to  do  very  serious  business. 


THE 

INTERNATIONAL 
NEWSMAGAZINE 


SALES  OFFICES  New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  London  •  Amsterdam  •  Franklurl/Main  •  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  'Sydney  •  Tokyo 


Financial  Strategy 


This  space  coninDuiea  by  the  publisher 


Maybe 


The  five  most 
dangerous  words 
in  the  English 
language. 


American 
Cancer 
Society 

We  want 
to  cure  cancer 
in  your  lifetime. 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  44  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  July  1,  1980  to 
shareholders  of  record  at  the 
close  of  business  June  6,  1980. 


Dallas,  Texas 
May  16,  1980 


R.  E.  FONVILLE 
Secretary 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


While  there  probably  is  not  as  mua 
opportunity  in  direct  trade  with  mainlan 
China  as  one  might  hope,  there  is  a  goo 
indirect  way  to  profit. 


CHINA  CARD 


By  John  Train 


There  has  been  a 
great  deal  of  talk 
about  which  Ameri- 
can companies 
stand  to  profit  most 
from  the  opening  of 
commercial  ties 
with  mainland  Chi- 
na: the  hotel  compa- 
nies, the  turnkey 
factory  suppliers, 
the  banks  or  whatever. 

I  have  a  curious  sense  of  dejd  vu 
about  all  this:  It  reminds  me  of  the 
excited  speculation  that  one  heard 
back  in  the  1950s  about  who  was  go- 
ing to  make  money  from  atomic  pow- 
er. Almost  nobody  did,  although  a 
number  of  stocks  had  quite  a  run. 

So  often  a  concept  like  this  one 
takes  years  and  years  to  work  out,  and 
the  first  arrivals  are  not  necessarily 
better  off  than  those  who  come  later. 

A  further  caveat  is  that  often  the 
best  way  to  play  a  new  opportunity  is 
not  by  taking  a  stake  in  the  direct 
participants,  but  rather  by  appearing 
at  the  secondary  level.  The  people 
who  were  most  likely  to  make  money 
in  the  Klondike  or  the  Yukon  gold 
rushes  were  generally  not  the  poor 
fish  who  sat  waist  deep  in  icy  streams 
panning  for  gold,  but  rather  the  mer- 
chants who  sold  them  those  pans,  or, 
indeed,  ran  the  local  bar  or  sporting 
house  where  they  spent  their  hard- 
earned  profits  on  Saturday  night. 

While  I  am  not  very  optimistic 
about  direct  trade  with  China,  I  do 
find  very  interesting  the  extraordi- 
nary growth  prospects  of  the  whole 
Pacific  basin,  of  which  Japan  is  now 
the  dominant  partner.  And  I  see  a 
good  way  to  play  what  one  might  bet- 
ter call  the  "Pacific  card,"  by  the  indi- 
rect route  rather  than  the  direct  one. 

John  Train  is  president  of  Train,  Smith.  Invest- 
ment Counsel.  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


It's  through  a  company  I  have  of 
mentioned:  American  Internation 
Group,  the  leading  international 
surance  underwriters.  It  original 
started  in  China,  left  as  World  Wa| 
began,  has  spread  worldwide,  and 
1975  returned  to  China,  the  fi| 
Western  insurance  company  to 
readmitted.  That  gives  it,  in  essenl 
a  gross  assets  royalty  on  foreign  bul 
ness  there,  since  AIG  is  the  largj 
foreign  insurer,  including  pohtn| 
risk,  in  China. 

It  is  also  the  largest  foreign  life 
surer  in  Japan,  Taiwan,  the  Phil 
pines,  Hong  Kong,  Malaysia  and  S:i 
gapore.  This  offers  AIG  an  opportu: 
ty  to  profit  from  the  growth  of  t| 
hard-working      managerial  cl 
throughout  the  region.  AIG  recenil 
reported  earnings  rising  at  the  usil 
20%  compound  growth  rate,  both  l| 
the  latest  quarter  and  for  the  year. 

For  a  company  that  makes  its  mcl 
ey  in  cash,  rather  than  taxable  but  nl 
spendable  accounting  profits,  that  v\ 
wonderful  record.  Even  better,  thel 
seems  no  reason  why  the  trend  shoul 
not  continue.  AIG  has  built  $100  m| 
lion  in  assets  into  $1  billion— all 
cash — in  the  last  ten  years. 

The  stock  would  sell  at  a  mutl 
higher  multiple  than  its  present  I 
times  1980  earnings  if  the  compai| 
were  better  understood. 

The  uniqueness  of  AIG  consists 
its  internationalism  and  its  mnovl 
tive  skill.  It  has  15,000  overseas  erjl 
ployees,  mostly  foreign  nationall 
compared  with  barely  one-tenth 
many  for  its  closest  U.S.  rival  in  foj 
eign  coverage.  That  means  it  cal 
make  its  money  directly  in  intern; 
tional  business,  rather  than  indirect^ 
through  part  ownership  of  correspoil 
dent  firms  abroad.  It  also  means  thil 
as  all  business  gets  more  internatioil 
al,  people  are  forced  willy-nilly  intl 
covering  risks  through  AIG.  For  ill 
stance,  if  a  German  company  succesil 
fully  bids  on  a  contract  in  mainlanl 
China,  it  will  have  to  insure  througl 
AIG,  since  nobody  else  has  the  peopll 
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place  and  service  the  risk  in  both 
ermany  and  China. 
AIG  is,  indeed,  the  only  insurance 
impany  with  worldwide  underwrit- 
g,  agency  and  service  facilities.  Its 
bsidiaries  are  admitted  as  domestic 
surers  in  80  countries,  including  fa- 
il, where  it  writes  about  15%  of  its 
sualty  and  liability  premiums, 
bout  66%  of  AIG's  life  insurance 
rnings  (which  in  turn  represent 
1%  of  its  total  profits)  come  from  the 
r  East,  notably  from  sales  of  whole 
e  policies  to  the  prospering  manage- 
il  class.  These  policies  are  usually 
yable  to  beneficiaries  in  any  coun- 
y  they  move  to,  and  so  constitute  a 
rm  of  movable  savings — quite  a  sell- 
g  point  in  a  jittery  area. 
Almost  20%  of  AIG's  business  de- 
res  from  multinational  companies, 
eluding  managing  their  captive  in- 
rance  subsidiaries,  which,  inciden- 
lly,  are  a  good  market  for  AIG-gen- 
ited  reinsurance. 

AIG  will  accept  larger  single  insur- 
ce  risks  than  any  other  underwrit- 

which  gives  it  several  important 
vantages.  First,  since  it  accepts 
0%  of  any  given  risk  (called  "gross 
les"  underwriting),  insurance 
okers  tend  to  try  it  first  because  of 
e  convenience.  This  means  it  can 

very  selective  about  the  risks  it 
cepts,  which  are  usually  only  about 
e-fourth  of  those  offered  to  it.  That 
turn  makes  possible  an  exception- 
y  high  profit  margin.  Then,  AIG  is 
e  largest  source  of  reinsurance.  It 
ually  cedes  to  reinsurers  about  half 
e  risks  it  accepts,  and  earns  a  com- 
ission  on  the  business  ceded.  AIG 
nsurance  risks  are  in  good  demand, 
cause  their  selective  acquisition 
rmits  high  profitability. 
Since  AIG  is  a  gross  lines  under- 
iter,  if  after  a  huge  catastrophe — a 
n  Francisco  earthquake,  for  exam- 
: — its  reinsurers  were  unable  to  re- 
ond,  it  would  be  unusually  vulner- 
le.  But  it  is  well  aware  of  such  risks. 
Management  owns  almost  40%  of 
G.  Maurice  Greenberg,  whom  C.V. 
irr,  the  company's  founder,  picked  as 
5  successor  in  1967,  owns  over 
0,000  shares.  He  is  also  1  of  the  10 
ting  shareholders  among  the  110 
rrent  and  former  company  execu- 
res  who  beneficially  own  Starr  Inter- 
tional  Co.,  Inc.,  which  owns  19%  of 
G,  constituting  effective  control. 
For  those  who  share  manage- 
r's— and  my — view  that  a  good 
ly  to  invest  is  to  become  an  owner 
a  wonderful  business  and  watch  it 
jw  and  grow,  that's  an  acceptable 
angement.  ■ 
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High  taxes,  high  inflation  and  queasy  stock 
markets  are  pushing  people  to  do  complex 
and  imaginative  things. 

NECESSITY  AND 
INVENTION 


By  Srully  Blotnick 


"I  expect  rates  to 
keep  on  going  down, 
and  to  stay  down," 
said  a  49-year-old 
distributor  of  pack- 
aging materials. 
"Rates  might  up- 
tick  a  notch  or 
two/'  commented  a 
46-year-old  sales- 
man, "but  the  trend 
is  clearly  toward  lower  numbers  than 
the  8%  to  9%  we're  now  seeing."  A 
54-year-old  executive  at  an  electron- 
ics firm  reported:  "There  are  a  lot  of 
potholes  in  the  road  ahead.  We're  not 
out  of  this  thing  by  a  long  shot.  Any- 
one who's  in  business  can  tell  you 
that.  But  one  problem  I  don't  expect 
again  is  high  interest  rates." 

A  strange  consensus  is  emerging. 
On  the  one  hand,  the  investors  in  my 
sample  are  well  aware  of  a  host  of 
economic  difficulties  that  we  now 
face,  "especially  in  an  election  year," 
many  add.  On  the  other  hand,  they 
are  growing  more  assured  each  week 
that  they  can  put  one  problem,  until 
now  a  major  one,  behind  them.  A  few 
of  them,  but  by  no  means  all,  are 
beginning  to  test  the  stock  market 
waters  again.  And  they  are  doing  so  in 
inventive  ways  that  will  make  even 
hardened  veterans  of  market  analysis 
smile.  Take  Don,  a  49-year-old  phar- 
macist who  owns  four  drug  stores  and 
is  in  the  50% -plus  tax  bracket.  Don 
has  $  1 1 8,000  in  a  money  market  fund, 
and  is  convinced  that  rates  are  headed 
lower.  Hence,  as  he  puts  it,  "the  fund 
has  outlived  its  usefulness.  It's  time 
for  me  to  move  on." 

Where  has  he  started  putting  his 
money?  Into  the  common  stock  of  the 
Long  Island  Lighting  Co.  (Lilco). 
"How  come?"  I  asked.  "I  thought  you 
hated  utility  stocks."  "I  do,"  he  re- 

Dr  Srully  Blotnick  is  a  practicing  psydx>logist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


plied,  "and  I've  never  bought  any  be- 
fore. But  listen:  With  the  stock  at  16, 
they're  presently  paying  over  11%.  In 
1979  100%  of  the  dividend  was  a  re- 
turn of  capital,  and  in  1980  almost  all 
of  it  again  will  be." 

In  Lilco's  case,  almost  all  of  the 
$1.78  dividend,  soon  to  be  raised  to 
$1.86,  will  be  a  return  of  capital,  ac- 
cording to  a  company  spokesman, 
"thanks  to  the  heavy  construction 
and  capital  investment  expenses 
we've  been  incurring."  There  are  a 
number  of  utility  analysts  who  look 
warily  upon  a  company's  dividend  be- 
ing a  return  of  capital.  They  see  that 
as  proof  that  the  company  isn't  earn- 
ing enough  to  cover  its  dividend,  and 
so  is  literally  distributing  capital. 

Investors  like  Don,  however,  have 
something  else  in  mind,  particularly 
in  the  case  of  a  utility  as  well  managed 
as  Lilco.  (It  placed  tops  in  the  North- 
east in  five-year  return  on  equity  in 
Forbes'  32nd  Annual  Report  on 
American  Industry,  Jan.  7,  1980.)  Don 
is  less  worried  about  managerial  ex- 
cellence or  where  the  dividend  comes 
from  than  he  is  interested  in  the  fact 
that  the  IRS  counts  Lilco's  dividend 
as  a  return  of  capital. 

Why  is  that  so  important  to  him? 
Because  a  return  of  capital  dividend 
has  whopping  tax  advantages  over  a 
dividend  paid  from  earned  income. 
You  need  pay  no  tax  on  the  dividend 
when  you  get  a  return  of  capital  (Lilco 
only  gave  you  some  of  your  money 
back).  The  dividend  does,  however, 
reduce  your  purchase  cost.  Thus  if  you 
paid  $17  a  share  for  the  stock,  and  get 
a  $1  dividend,  your  cost  basis  is  now 
$16.  If  you  break  even  on  the  stock, 
you  find  you  have  to  report  a  capital 
gain  of  $1.  But  for  a  50%  bracket 
investor,  the  effective  capital  gain 
rate  is  only  20% .  Wouldn't  you  rather 
pay  a  20%  tax  in  the  future  than  a 
50%  tax  right  now?  Don  sure  would. 

But  this  isn't  enough  for  Don.  He's 
a  roller,  likes  to  play  stocks  on  mar- 
gin. So  he's  planning  to  leverage  his 
Lilco  deal.  He's  borrowing  on  his  divi- 


dend-producing Lilco  stock  to  t 
stocks   he   thinks   will  appreck 
Monsanto,     Chessie  System 
Union  Carbide. 

Here's  the  deal:  The  broker  lc 
rate  is  now  down  to  12%.  Interest 
margin  loans  is  a  deduction  from  t 
able  income  so  the  aftertax  inter 
cost  to  Don  is  only  6%  or  so.  Tb 
Don  is  invested  in  some  stocks 
likes  and  simultaneously  mak 
money  on  the  spread  between  an 
fective  interest  cost  of  6%  and  a  t; 
sheltered  Lilco  yield  of  11%.  Comp 
cated?  Yes,  but  in  Don's  view,  nec 
sary.  In  his  words:  "Find  me  a  mon 
fund — any  money  fund — that  can  gi 
me  this  kind  of  return." 

When  I  interview  the  European  p 
tion  of  my  investor  sample,  it 
become  common  practice  over 
years  for  me  to  include  as  one  of  t 
questions:  "What  country  is  yo 
money  in  now?"  If  they  answ 
"yours" — meaning  that  it  has  be> 
invested  in  stocks  traded,  for  instanc 
on  the  New  York  Stock  Exchange- 
have  a  bit  more  digging  to  do.  For  ii 
necessary  then  to  ask:  "How  did  it 
there?" — meaning  through  whi« 
country  was  it  routed  to  the  U.S.  Tl 
answers  in  some  cases  vary  continu£ 
ly:  "I  directed  my  bank  in  the  Baham 
to  make  the  purchase,"  changing 
year  later  to,  "through  my  account 
Liechtenstein." 

It  was  and  is  flight  capital,  and  a 
though  I  am  able  to  track  only  a  tin 
portion  of  it,  there  are  hundreds 
billions  of  such  dollars  in  the  hands 
foreign  investors,  and  it  is  constant 
on  the  move.  By  no  means  is  all  of 
invested  in  the  U.S.  (In  fact,  current 
a  considerable  portion  of  it  is  beir 
withdrawn,  thanks  to  the  recent  d< 
cline  in  U.S.  interest  rates.)  The  cour 
try,  or  currency,  in  which  it  is  inves 
ed  changes,  sometimes  abruptly.  Safe 
ty  is  the  principal  goal  of  thes 
investors.  Accumulating  the  mone 
wasn't  easy.  Safeguarding  it  now 
their  chief  desire. 

Due  to  the  rapid  fall  in  intere 
rates,  Americans  on  an  unprecedenl 
ed  scale  are  being  confronted  wit 
parallel  pressures.  Here,  too,  hundred 
of  billions  of  dollars  are  involved.  It 
domestic  flight  capital.  It  seeks  higl 
rates  of  return  rather  than  safety 

In  short,  there  are  a  lot  of  ver 
bright  people  now  sitting  on  a  lot  o 
nervous  money.  Some  of  it  will  win« 
up  in  odd  places,  as  a  result  of  a  gooc 
deal  of  devious  maneuvering  and  clev 
er  calculations.  As  other  bright  idea: 
besides  Don's  roll  in,  I'll  be  happy  tc 
pass  them  along.  ■ 
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maid  Reagan  has  two  chief  concerns, 
iconciling  them  is  going  to  be  very  tough. 

GUNS  AND  BUTTER 
AGAIN? 


By  Ashby  Bladen 


I  believe  that  the 
time  remaining  in 
which  we  can  avert 
a  financial  disaster 
is  growing  perilous- 
ly short.  A  brief  bout 
with  high  interest 
rates  such  as  Mr. 
Volcker  has  given  us 
will  not  solve  the 
real  problems.  The 
lerican  people  are  no  longer  saving 
I  investing  enough  in  the  tools  and 
chines  that  make  our  efforts  more 
cient  and  productive.  Instead  we 
re  gone  off  on  a  borrowing  spree 
I  spent  the  proceeds  on  houses  and 
isumer  goods.  Excessive  borrowing 
1  spending  will  always  cause  first 
ation,  and  then  an  increasing  ten- 
icy  to  financial  crises, 
t  is  important  to  remember  that 
st  businesses  and  people  will  bor- 
i  and  spend  excessively  only  if  they 
encouraged  to  do  so  by  govern- 
nt  policies  that  make  borrowing 
k  safe,  and  saving  and  investing 
k  foolish.  Today,  the  U.S.  govern- 
nt  is  bailing  out  several  very  large 
1  overextended  borrowers  in  a  way 
t  is  certain  to  reinforce  these  bad 
tits.  Disaster  is  likely  to  be  averted 
y  if  we  elect  this  fall  financially 
ponsible  politicians  to  the  White 
use,  the  House  of  Representatives 
1  the  Senate. 

Jow  that  the  field  of  presidential 
>efuls  has  been  considerably  nar- 
ked, it's  time  to  take  a  look  at  how 
remaining  candidates  stand  on 
issue  of  financial  responsibility. 
.  Carter's  and  Mr.  Kennedy's  rec- 
s  on  that  issue  are  clear-cut,  and 
re  is  nothing  that  I  can  or  need  to 
t.  Mr.  Reagan  is  a  more  interesting 
I  difficult  case.  It  does  not  appear 

iy  Bladen  is  senior  vice  president-invest- 
\ts  for  the  Guardian  Life  Insurance  Co  of 
rica,  and  author  of  How  to  Cope  with  the 
eloping  Financial  Crisis. 


that  he  has  yet  thought  deeply,  or  has 
developed  strong  convictions,  about 
national  finance. 

Franklin  D.  Roosevelt's  basic  con- 
cerns also  were  not  financial,  and  if 
you  go  back  and  read  his  1932  cam- 
paign speeches  in  the  light  of  what  he 
actually  did  as  President,  you  would 
be  likely  to  conclude  that  he  had  got 
hold  of  Mr.  Hoover's  scripts  by  mis- 
take. If  the  analogy  holds,  Mr.  Rea- 
gan's financial  policies  also  must  be 
considered  unpredictable. 

Mr.  Reagan's  main  concerns,  both 
of  which  I  share,  present  him  with  a 
difficult  problem  of  financial  policy. 
The  revulsion  against  the  Vietnam 
war  in  the  U.S.  has  caused  us  to  let  the 
predominance  of  military  power  we 
maintained  during  the  first  quarter 
century  after  World  War  II  slip  so  bad- 
ly that  we  can  no  longer  ensure  a  safe, 
let  alone  a  satisfactory,  world  political 
order.  A  major  increase  in  military 
procurement  is  now  absolutely  essen- 
tial. Reagan  is  clear  on  this.  I  suspect 
that  the  hardware  is  the  least  of  our 
military  establishment's  problems, 
but  it  is  the  one  that  politicians  can 
most  easily  be  seen  to  be  doing  some- 
thing about  by  their  traditional  meth- 
ods of  borrowing  and  spending.  It 
also  seems  obvious  that  a  substantial 
increase  in  pay  for  career  service  peo- 
ple is  necessary,  but  it  will  also  be 
expensive. 

Defense  is  one  of  Reagan's  primary 
concerns.  He  has  another,  equally 
commendable  one,  but  reconciling 
the  two  is  going  to  be  difficult.  The 
reconciliation  he  seems  to  favor  could 
be  extremely  dangerous. 

Reagan's  second  major  concern  is 
that  the  government  now  takes  so 
much  of  our  incomes,  and  tells  us  so 
thoroughly  how  to  conduct  our  affairs, 
that  we  no  longer  have  either  ade- 
quate incentives  or  adequate  freedom 
to  maintain  a  productive  and  progres- 
sive economy.  So,  our  national  stan- 
dard of  living  is  beginning  to  slip  bad- 
ly. But  how  do  you  reduce  the  overall 
burden  of  government  while  simulta- 


neously increasing  spending  on  the 
military?  One  proposal  for  squaring 
this  circle  was  suggested  by  the  Cali- 
fornia economist,  Arthur  Laffer,  and 
it  provides  the  intellectual  backbone 
of  the  Kemp-Roth  bill. 

The  basic  premise  underlying 
Laffer's  proposal  is  that  income  tax 
rates  are  so  high,  and  constitute  such 
a  severe  disincentive  to  productive  ef- 
forts, that  a  30%  reduction  in  person- 
al tax  rates  would  rapidly  cause  a  ma- 
jor increase  in  the  output  of  real  goods 
and  services.  The  resulting  increase  in 
incomes  would  be  so  large  that  gov- 
ernment revenue  would  actually  rise 
with  the  lower  tax  rates.  That  would 
indeed  most  likely  be  the  case  over 
time,  but  over  how  much  time?  Ar- 
thur Laffer  believes  that  it  would  take 
no  more  than  three  years.  More  cau- 
tious people  feel  that  the  major  re- 
structuring of  habits  and  attitudes  in- 
volved would  take  a  good  deal  longer 
than  that  even  with  adequate  incen- 


Simple   economic  formulas 
from  the  right  are  no  more 
viable  than  simple  econom- 
ic formulas  from  the  left. 


tives.  In  the  meantime  the  govern- 
ment's deficit  and  the  resulting  infla- 
tion could  be  horrendous. 

Laffer's  ideas  do  not  represent  a  tra- 
ditionally conservative  way  of  think- 
ing, even  though  they  have  been  put 
to  a  conservative  use.  It  is  usually  the 
political  liberals  and  the  social  demo- 
crats who  tell  us  that  there  is  a  simple 
solution  to  every  problem.  By  con- 
trast, conservatives  have  traditionally 
emphasized  the  necessity  of  facing  up 
to  this  difficult  and  complex  world  as 
it  really  is  rather  than  as  we  would 
wish  it  to  be. 

In  my  judgment,  getting  the  burden 
of  government  off  our  backs  in  the 
face  of  our  at  least  equally  urgent  need 
to  restore  an  adequately  effective 
military  establishment,  is  going  to  be 
extraordinarily  difficult.  Easy,  rela- 
tively painless  answers  are  not  avail- 
able. It  will  require  a  judicious  order- 
ing of  priorities  that  has  been  con- 
spicuous by  its  absence  in  this 
country  at  least  since  the  end  of  World 
War  LL  Simple  formulas  from  the  right 
are  no  more  viable  than  simple  formu- 
las from  the  left.  If  Mr.  Reagan  is 
going  to  make  Lafferite  economics 
the  keystone  of  his  fiscal  policies, 
then  he  should  be  required  to  justify  it 
far  more  convincingly  than  has  yet 
been  done.  ■ 
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The  guys  who  tried  to  buy  the  world  wit 
Chinese  paper  are  again  on  the  move. 


BUT  YOUR  STOCK? 
OR  PAINT 
YOUR  OFFICE? 


By  Martin  T.  Sosnof  f 


All  the  stock  re- 
purchase programs 
by  managements 
that  were  shelved 
when  interest  rates 
soared  are  getting 
dusted  off  and  im- 
plemented now  that 
10%  money  is 
around  the  corner. 
The  motivation  for 
shrinking  equity  capitalizations  is 
worth  exploring  because  it  under- 
scores what  the  headmen  think  about 
their  own  paper.  If  they  have  the  bal- 
ance-sheet strength  and  continuous 
cash  flow  to  keep  buying  in  their 
stock,  it  is  an  effective  pool  that  can 
kite  stock  prices  substantially  higher, 
and  there  is  no  fear  of  distribution  by 
these  poolsters. 

It  is  only  fitting  that  the  same 
operators  who  issued  billions  of  dol- 
lars worth  of  debentures,  warrants 
and  convertible  preferreds  during 
their  acquisition  binges  ten  years  ago 
have  retired  much  of  this  paper  at 
discounts  from  original  offering 
prices.  It  is  also  fitting  that  they 
should  use  the  sizable  cash  flows 
from  operations  of  acquired  compa- 
nies to  reduce  outstanding  common 
shares,  advance  earning  power  and 
capture  a  rising  percentage  of  person- 
al control.  One  brassy  operator  who 
held  his  annual  meeting  in  a  museum 
^aptly  compared  the  prostrate  Egyp- 
tian mummies  in  their  glass  cases 
with  his  original  shareholders,  who 
long  ago  had  sold  out  as  losers.  They 
overpaid  for  their  equity  and  couldn't 
stay  the  distance,  while  the  new 
shareholders  made  nothing  but  mon- 
ey the  past  several  years. 

The  drive  to  gobble  up  one's  own 
equity  is  part  of  the  same  acquisitive 
instinct  that  pushed  these  operators 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 
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toward  buying  the  world  with  CI 
nese  paper.  If  the  market  allows  the 
this  reverse  scam,  so  much  the  bett 
for  them.  There  will  be  no  buyi 
competition  nor  meaningful  prerr 
um  paid  for  the  public's  stock.  W 
ness  the  following  events  of  the  pa 
several  months:  Singleton  of  Tell 
dyne  is  offering  10%  debenture 
$160  face  value,  maybe  $130  mark 
value,  for  an  as  yet  undetermint 
block  of  at  least  a  million  share 
Harvey  Karp  of  Monogram  Indu 
tries,  who  has  already  shrunk  hi 
equity  in  half,  has  just  announce 
another  program  to  buy  back  almo 
10%  of  the  present  capitalizatioi 
Saul  Steinberg  of  Reliance  Group  al 
has  squeezed  his  capitalization  doW 
to  50%  of  previous  years'  levels. 

Meanwhile,  those  silver  foxes,  Mi 
shulam  Ricklis  of  Rapid-Americai 
and  Carl  Lindner  of  American  Final 
cial,  have  proposed  programs  to 
private.  After  the  normal  course 
stockholder  lawsuits  protesting  t 
terms,  they  may  get  away  with 
Larry  Tisch  is  busy  bringing 
Loews  stock  and  warrants.  All  thes 
guys  want  is  control,  control  an 
more  control. 

What  do  they  see  that  we  don 
see?  Is  it  true  that  the  poor  wi 
inherit  the  earth?  Hardly.  First  of  a 
these  budding  geniuses  know  bette 
than  anyone  that  the  sum  of  theii 
parts  is  worth  more  than  the  whole 
what  their  stock  sells  for  in  the  ope 
market.  The  stock  market,  after  al 
is  a  huge  dumb  beast.  If  money  man 
agers  say  conglomerates  should  se, 
for.  20  times  earnings,  they  sell  fo 
that.  Right  now,  these  goods  sell  closi 
er  to  5  times  earning  power,  and  at 
substantial  discount  from  realizabk 
asset  value — what  these  companies 
could  be  disposed  of  for  in  private 
transactions. 

Believe  me,  if  Ricklis,  Singleton 
Steinberg,  et  al.,  are  offering  premium 
for  their  stock  to  public  shareholders, 
the  stock  has  to  be  worth  more.  None) 
of  these  gentlemen  is  renowned  ioi 
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incapacity  to  negotiate  a  transac- 
i  favorable  to  you-know-who.  As 
;in  says:  "You  got  to  pick  a  pocket 
:wo." 

rou  should  know  these  gentlemen 
re  a  substantial  amount  of  their  net 
rth  tied  up  in  companies  they  con- 
l.  There  is  no  absentee  ownership 
e.  To  a  man,  these  are  the  maxi- 
m  leaders.  Presidents  for  life, 
ny  of  them  keep  a  low  profile, 
:ring  clear  of  the  press.  Their  annu- 
eports  generally  mouth  platitudes, 
I  the  material  is  presented  to  hide 
critical  variables  in  performance 
ler  than  highlight  them.  Some  of 
m  have  even  formed  holding  com- 
lies  that  control  huge  blocks  of  the 
lerlying  conglomerate's  stock, 
itrol  is  everything, 
'hese  are  the  King  Midases  of  the 
rid.  What  turns  them  on  is  the 
ledicated  cash  flow  of  the  emer- 
ies they  control.  It  is  not  by  acci- 
t  that  Singleton,  Tisch,  Steinberg 
!  Lindner  control  multibillion-dol- 
financial  services  empires.  The 
h  flow  of  their  fire  and  casualty 
lerwriting  business  throws  off  the 
h  to  afford  tentative  probes  to- 
d  control  of  other  companies  or 
buy-in  option  on  their  own  stock, 
gely,  this  is  why  they  want  to  go 
private  as  the  market  will  let 
m.  If  they  can  buy  in  their  own 
:k  below  its  real  world  value  and 
reby  garner  all  the  cash  flow  for 
mselves,  what  else  is  there  left  to 
except  discover  oil  in  your  own 
kyard?  The  beauty  of  all  those 
lpanies  is  that  so  little  of  their 
rth  is  in  fixed  assets  and  so  much 
lard  cash. 

or  the  investor  who  has  owned  a 
:e  of  the  pie  in  these  enterprises 
by  near-geniuses,  who  can  be  as 
ty,  avaricious  and  egotistical  as 
ssolini,  it  has  been  a  bonanza, 
cks  such  as  Loews,  Teledyne  and 
iance  Group  have  outperformed 
market  since  the  mid-Seventies 
seem  destined  to  do  well  in  the 
bties,  provided  there  is  still  some 
:k  around  to  buy. 

.11  these  gentlemen  know  the  mar- 
never  lets  you  get  away  with  ev- 
thing,  that  is,  shrinking  the  equity 
/n  to  nothing  but  entrepreneurial 
:k,  but  they  are  busy  proving  that 
.  can  get  away  with  a  lot.  Just  re- 
mber,  when  they  are  tendering  for 
:k,  nobody  says  you  have  to  give  it 
hem.  Time  and  again,  it  has  paid 
stay  along  for  the  ride.  Manage- 
nts  who  would  rather  buy  up  their 
:ks  than  paint  their  executive  of- 
s  are  for  me.  ■ 
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The  minimum  investment  is  $20,000  for 
this  new  Fidelity  money  market  fund.  It  is 
the  first  tax-free*  fund  to  offer  a  constant 
$1  share  price  and  immediate  liquidity. 
(Moreover,  the  tax-free  instruments 
owned  by  the  Trust  are  exempt  from 
Federal  Reserve  deposits  for  money  funds.) 
These  are  the  advantages: 

1.  Constant  $1  Share  Price. 

2.  Daily  Tax-Free  Income. 

3.  Check  Redemption  &  Wire  Liquidity. 
If  your  tax  bracket  is  50%  or  higher  call 
today  for  current  yield  and  more  facts. 


*A  portion  may  be  subject  to  state  or  local  taxes. 


FIDELITY 


TAX  EXEMPT 

MONEY  MARKET  TRUST 

Designed  for 
accounts  of  $20,000  or  more 

P  O.  Box  832.  Dept.  JB  062380 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  includ- 
ing fees,  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest. 


Organization 


Address 


Cily  Stale 
□  Personal     □  Professional  Adv 


Zip 

□  Institutional 


Tax-free  income  for 
high-bracket  investors 

If  you're  in  the  50%  tax  bracket  or  above,  you  should  definitely  con- 
sider the  high-quality  Money  Market  Portfolio  of  Vanguard  Municipal 
Bond  Fund.  It  offers  you  tax-free  income  and  capital  stability: 

•  Tax-Free  Income.  You'll  receive  daily  income  that's  100% 
exempt  from  Federal  income  taxes.* 

•  Capital  Stability.  The  Money  Market  Portfolio's  extremely 
short  maturity  provides  you  with  a  $1.00  stable  share  value. 

As  a  Vanguard  shareholder,  you  benefit  from  our  very  low  operating 
costs— only  45/100  of  1%  of  total  assets.  Plus  convenient  daily  liquidity 
and  a  free  Checkwriting  Service.  There's  never  a  sales  charge  or 
redemption  fee.  And  the  Fund  is  exempt  from  the  Federal  Reserve 
deposit  rule  for  money  funds. 

For  a  current  yield  quotation,  answers  to  your  questions,  and  a  Pro- 
spectus, mail  coupon  below  or  call  toll-free  today. 

*  Income  may  be  subject  to  some  suite  or  local  taxes. 

Vanguard 

Drumrr 

/  would  like  more  complete  infor- 
mation including  advisory  fees,  dis-  Name  

tribution  charges,  and  other 

expenses.  Please  send  me  a  Pro-  Address  

speclus  so  I  may  read  it  carefully 

before  I  invest  or  send  money.   slate  £ip  

CALL  TOLL-FREE:  (800)  523-7910 

In  Pennsylvania  (800)  362-7688  27-FORN204 
A  MEMBER  Of  THEVcinguard  GROUPof  INVESTMENT  COMPANIES 


MUNICIPAL  BOND  FUND 
MONEY  MARKET  PORTFOLIO 

Drummer's  Lane,  Valley  Forge,  Pennsylvania  19482 
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Are  you  nostalgic  for  the  good  old  1950sy 
Then  sneak  a  peek  at  the  stock  pages. 

WHO  SAYS  HISTORY 
DOESN'T  REPEAT? 


By  David  Dreman 


Looking  at 
prices  these 


stock 
days 

makes  me  feel  like  a 
boy  again.  Seriously. 

tfP  f  When  I  was  a  stu- 
dent reading  old 
newspapers  of  the 
late  1940s  and  early 
1950s,  I  was  amazed 
by  the  values  so 
abundant  in  the 
stock  market,  and  felt  a  little  cheated 
because  the  great  days  of  investment 
coups  all  seemed  to  lie  in  the  past. 

In  1949  and  1950,  the  S&P's  400 
traded  between  6  and  7  times  earn- 
ings and  yielded  6'/2%  to  8l/2%.  Con- 
ventional wisdom,  with  the  shadow 
of  the  Great  Depression  gloomily 
hanging  over,  said  this  was  indeed 
where  it  should  be.  The  higher  post- 
war earnings  would  be  impossible  to 
sustain.  But  as  we  know,  it  wasn't 
impossible,  earnings  kept  climbing 
and  stocks  soared  over  500%  during 
the  following  decade  and  a  half. 

This  market  reminds  me  much  of 
that  earlier  one.  Stocks,  relative  to 
their  earnings  and  dividends,  are 
again  trading  at  or  below  their  levels 
of  1949  or  1950.  In  fact,  on  an  infla- 
tion-adjusted basis,  the  popular  aver- 
ages are  well  below  their  1929  lows. 
True,  it's  a  very  different  economy 
from  that  of  the  1950s,  but  every  mar- 
ket has  its  own  particular  sets  of  ra- 
tionalizations for  being  where  it  is. 

Today's  wisdom  argues  that  current 
prices  are  justified,  because  inflation 
overstates  corporate  earnings  by 
steadily  underdepreciating  plant  and 
equipment.  But  is  this  really  correct? 
In  recent  years,  two  thorough  studies 
have  been  made  of  the  question,  one 
in  1977  by  the  Brookings  Institution 
and  another  in  the  Financial  Analysts 


David  Dreman  is  president  of  Dreman  Asso- 
ciates. Investment  Counsel.  New  York,  and 
author  of  Contrarian  Investment  Strategy  and 
Psychology  and  the  Stock  Market. 


Journal  in  1979  by  Franco  Modighai: 
a  past  president  of  the  American  Ectl 
nomics  Association,  along  with  Ricl| 
ard  Cohn.  The  answers  in  both  stui 
ies — an  emphatic  no 

Modigliani  and  Cohn  note  that  a| 
though  investors  continually  adju; 
earnings  downward  to  take  into  a«| 
count  swollen  inventory  profits  anl 
inadequate  depreciation,  they  ignoi| 
the  fact  that  in  inflationary  time: 
borrowing  will  be  repaid  in  cheapel 
dollars.  The  greater  the  rate  of  inflal 
tion,  the  less  the  payback  in  real 
terms.  Further,  a  larger  number  cf 
companies  have  converted  from  FIF(I 
inventory  accounting  to  LIFO,  whicJ 
knocks  out  the  "swollen"  inventorl 
earnings.  So,  the  two  economists  sayl 
the  accounting  adjustments  offsel 
each  other.  Their  conclusion! 
"Rationally  valued,  the  level  of  th< 
S&P's  500  at  the  end  of  1977  shoulot 
have  been  200.  Its  actual  value  at  thai 
time  was  100.  Because  of  the  mflal 
tion-induced  errors,  investors  havrt 
systematically  undervalued  the  stocll 
market  by  50%."  Following  their  rea( 
soning,  with  earnings  up  over  30^ 
since  then,  the  S&P's  should  have  all 
ready  touched  260.  Yet  it's  onl>| 
around  1 10. 

What  about  another  question:  the| 
competition  of  stocks  with  double- 
digit  interest  rates — after  all,  you  carl 
still  get  almost  ll'/2%  on  an  AAA] 
bond  today.  For  the  average  investor,! 
though,  it's  not  that  simple.  Aftcrl 
40%  tax,  ll'/2%  becomes  6.9%.  Ever* 
if  inflation  declines  to  13%,  your  cap- 
ital is  still  melting  down  at  6%  a  year. 
Not  to  mention,  as  has  been  sicken- 
ingly  apparent  to  bondholders  of  late  I 
that    fixed-income    securities  now 
have  a  volatility  that  Ben  Graham's| 
generation  may  not  have  dreamed  of. 

By  comparison,  common  stock! 
earnings  and  dividends — the  chief  | 
movers  of  prices  over  time — grew 
faster  than  the  rate  of  inflation  I 
through  the  1970s.  Sure,  earnings  may 
be  down  substantially  in  any  one  year, 
and  more  likely  than  not  will  nose- 
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:  in  1980,  but  corporations  have 
lonstrated  an  amazing  ability  to 
and  even  prosper  in  inflationary 
2S.  An  ability  not  as  yet  recog- 
:d  by  the  marketplace, 
his  brings  us  back  to  the  remark- 
similarities  between  this  market 
that  of  the  early  1950s.  Just  as 
/entional  wisdom  proved  wrong 
950,  it  may  well  prove  so  again  by 
t-selling  the  ability  of  most  corpo- 
)ns  to  cope  with  inflation.  True,  a 
on  runs  the  risk  of  wearing  egg  for 
hile  if  the  market  does  go  down 
:her  10%  or  20%  as  the  bad  news 
s  out.  But  if  the  stocks  are  as 
lp  as  their  fundamentals  declare  in 
i  lights,  it  won't  matter  a  hoot  if 
miss  the  bottom  by  these  per- 
:ages  three  or  four  years  out. 
lid  any  rational  person  risk  miss- 
a  possible  profit  of  100%  or  200% 
luse  he  or  she  was  afraid  of  look- 
silly  for  a  time?  The  fact  is  that  a 
1  many  sane  investors  are  doing 
that. 

hat  then  should  you  buy?  The  an- 
r,  to  me  at  least,  is  not  much  dif- 
it  than  it  was  in  the  1949-50  mar- 
Blue  chips  trading  at  low  P/Es  and 
iding  good  yields  were  neglected 
i  and  are  at  least  as  neglected  to- 
Some  of  the  large  banks  look 
I— Wells  Fargo  earned  $5.68  last 
,  has  shown  a  five-year  growth 
rd  of  18%  and  trades  at  a  P/E  of  5, 
iing  6.8%.  Bankers  Trust  has  a  P/E 
)  of  4  times  latest  12-months' 
ings,  with  income  likely  to  be  up 
ply  this  year,  and  yields  6.7%. 
ell  Transport  yields  9.4%  and 
es  at  a  P/E  of  3.  Sun  Oil,  with  over 
.  of  its  earnings  coming  from  do- 
tic  sources,  is  another  big  capital- 
lon  stock  warranting  a  good  look. 
>r  the  more  speculative  folk,  try 
brokerage  stocks.  It's  likely  if  the 
ket  moves,  trading  volume  will 
sharply — in  tandem  with  soaring 
:erage  profits.  Three  stocks  that 
particularly  interesting  because  of 
i  percentage  of  commissions  rela- 
to  their  total  revenues  are 
<e— no  longer  Hunted — 50%  com- 
iions;  AG.  Edwards,  66%  commis- 
s  andShearson  Loeb  Rhoades,  55%. 
stocks  are  hardly  high-priced  on 
it  12-months'  earnings.  Bache 
es  at  a  P/E  of  3  and  yields  4.8%, 
.  Edwards  at  a  P/E  of  5  and  yields 
o  and  Shearson  Loeb  Rhoades  at  a 
af  4  and  yields  2% . 
ire,  the  news  is  terrible.  But  do 
think  stocks  would  be  this  cheap 
wasn't?  No,  I  don't  think  today's 
need  fear  that  the  great  financial 
3s  are  all  in  the  past.  ■ 


Why  Red  Cross  CPR  training  is  good  for  your  business. 


Take  it  from  Andy  Machak, 
automotive  electrical  plant  tore- 
man:  "I'm  alive  today  because  a 
fellow  employee  was  trained 
in  CPR. 

"Cardiopulmonary  resuscitation 
training  was  one  valuable  asset 
that  day.  I  got  caught  in  some 
heavy  machinery  at  the  plant  and 
blacked  out. 

"They  told  me  later  it  took  six 
guys  to  free  me.  I  wasn't  breath- 
ing My  heart  stopped  One  of  the 
guys,  Don  Guarino,  said,  I  gotta 
try  anyway.' 


"Thanks  to  his  CPR  training,  he- 
revived  me  — saved  my  life. 

"Since  that  happened  I  realize  that 
no  employee  is  immune  from  heart 
attacks  or  accidents,  and  a  few 
CPR-trained  employees  -  maybe 
one  for  every  50  people  —  can  make 
the  difference  between  hie  and 
death." 

Call  your  Red  Cross  Chapter  an  J  find 
nut  about  CPR  training  for  your  plant 
or  office.  CPR  training  is  a  valuable 
asset  for  any  business. 


A  Public  Service  ol  This  Magazine  I 
&  The  Advertising  Council  c 
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//  takes  steady,  trained  bands  to  perform  CPR 


American 
Red  Cross 


SHRINK  YOUR 
TAX  RITE. 


Call  free  1-800-638-5660 
or  (301)547-2136  collect 

A  no-load  municipal 
bond  fund  with  these 
advantages: 

□Tax  Free. 

No  income  tax  for  the  IRS* 
□  Immediate  Liquidity. 

Call  free  or  write  a  check. 

ROWE  PRICE  TAX- 

100  E.  Pratt  St. 


□Low  Minimum. 

^  As  little  as  $1,000  initial 
f  investment. 


Name_ 


Address. 


City_ 


_  State_ 


-Zip. 


For  more  complete  information,  including  management  tee 
and  other  charges  and  expenses,  obtain  a  prospectus 
Read  it  carefully  betore  you  invest  or  send  money 
income  may  be  subject  to  state  or  local  taxes 

©  1978  T  Rowe  Price  Associates 

FREE  INCOME  FUND,  INC. 

Baltimore,  Maryland  21202  A6 
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announces  its 
second  annual  special 
advertising  supplement  on 


.  NTERNATIONAI 
iNANCE  &TRAdl 


This  supplement  will  be 
authored  by  the  former 
Secretary  of  the  Treasury 


Senior  Consultant 

Blyth  Eastman  Paine  Webber  Incorporated 


1 1 


Mr.  Simon  will  discuss 
Refinancing  America, 
a  National  Agenda" 


For  further 
information  contact: 
Duncan  McMillan 
Director, 
Special  Projects 
FORBES  Magazine 
60  Fifth  Avenue 
New  York,  NY  10011 
(212)  620-2224 
or  your  local  Forbes 
representative 


to  be  published  in  the 
September  15, 1980  issue 
closing  date:  July  21, 1980 
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It  is  seldom  that  an  American 
retires  from  business  to  enjoy 
his  fortune  in  comfort.  He 
works  because  he  has  always 
worked,  and  knows  no  other  way. 
Thomas  Nichols 


Human  beings  today  are  attacked 
by  so-called  manager  diseases, 
high  blood  pressure,  renal 
atrophy,  gastric  ulcers  and 
torturing  neuroses:  they  succumb 
to  barbarism  because  they  have 
no  more  time  for  cultural  interests 

KONRAD  LORENZ 


With  useless  endeavor,  forever, 
forever,  is  Sisyphus  rolling 
his  stone  up  the  mountain! 
Henry  Wadsworth  Longfellow 


Sisyphus  was  basically 
a  happy  man. 
Albert  Camus 


It  is  questionable  if  all 
the  mechanical  inventions 
yet  made  have  lightened  the 
day's  toil  of  any  human  being. 
John  Stuart  Mill 


Give  me  the  luxuries  of  life 
and  I  will  willingly  do 
without  the  necessities. 
Frank  Lloyd  Wright 


If  you  don't  learn  to  laugh 
at  trouble,  you  won't  have 
anything  to  laugh  at  when 
you  grow  old. 
Ed  Howe 


Nothing  in  this 
life  is  endless. 
Philip  Roth 


Don't  be  afraid  to  enjoy 
the  stress  of  a  full  life 
nor  too  naive  to  think  you  can 
do  so  without  some  intelligent 
thinking  and  planning.  Man 
should  not  try  to  avoid  stress 
any  more  than  he  would  shun 
food,  love  or  exercise. 
Hans  Selye 


Thoughts 

on  the  Business  of  Life 


Every  man  carrying  heavy 
responsibilities  should  take 
a  genuine  vacation,  throw  off 
the  cares  of  daily  tasks 
at  least  once  a  year — better 
still,  twice — and  leave  all 
business  cares  behind  The 
men  at  the  top  who  enjoy 
life  most  are  those  who  have 
remained  boys  at  heart,  who 
have  cultivated  a  sense  of 
humor,  who  have  learned 
to  like  people  and  to 
get  along  harmoniously, 
pleasantly,  with  them. 
B.C.  Forbes 


It  is  almost  as  important 
to  know  what  is  not  serious 
as  to  know  what  is. 
John  Kenneth  Galbraith 


Not  a  shred  of  evidence 
exists  in  favor  of  the  idea 
that  life  is  serious. 
Brendan  Gill 


If  you  love  your  work, 
vacations  are  an  intrusion. 
Frank  Tyger 


If  you  would  succeed  in  life, 
you  must  be  solemn,  solemn  as 
an  ass.  All  great  monuments 
are  built  over  solemn  asses. 
Thomas  Corwin 


In  every  real  man  a  child 
is  hidden  that  wants  to  play. 
Friedrich  Nietzsche 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Plenty  of  people  miss 
their  share  of  happiness, 
not  because  they  never 
found  it,  but  because  they 
didn't  stop  to  enjoy  it. 
William  Feather 


Ennui  is  the  desire  of 
activity  without  the  fit 
means  of  gratifying  the  de 
George  Bancroft 


The  idle  man  does  not  km 
what  it  is  to  enjoy  rest. 
John  Lubbock 


A  good  holiday  is  one  spen 
among  people  whose  notioi 
time  are  vaguer  than  yours. 
l.B.  Priestley 


Devote  some  time  each  day 
mental  and  physical  inacth 
Joseph  H.  Peck 


A  Text . . . 

The  eternal  God  is  thy 
refuge,  and  underneath 
the  everlasting  arms. 
Deuteronomy  33:27 


Sent  in  by  Gertrude  S.  Schnellh. 
dondo,  Wash.  What's  your  favori 
The  Forbes  Scrapbook  of  Thoughts 
Business  of  Life  is  presented  to  se 
texts  used. 


I  hate  all  sports  as  rabidly 
as  a  person  who  likes  sports 
hates  common  sense. 
H.L.  Mencken 


Reading  is  to  the  mind 
what  exercise  is  to  the  body. 
Richard  Steele 


In  business  as  in  baseball, 
the  best  way  to  protect  your 
lead  is  by  making  it  bigger. 
Arnold  Glasow 
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Less  is  more'  seemed  for  a  long  time  an  exclusive 
pre-occupation  of  European  car-makers. .  .born  of  the 
necessities  of  life  here.  Suddenly  less  is  more' 
has  become  the  rallying  cry  of  car-makers  all  over 
the  world— even  in  America.'' 

PierreTibergbim 

Director,  Automobile  Research 

and  Development  /Regie  Renault 


ierreTiberghien  has  spent  all  of  his 
9-year  working  career  in  some  phase 
f  engineering  at  Renault,  the  last  five 
sars  as  head  of  Renault's  Research  and 
development  Center  Despite  his 
felong  association  with  things 
lechanical  and  automotive,  questions 
?out  horsepower,  CX  factors,  pre- 
ous  metal  shortages,  front-wheel  drive 
id  inevitably  fuel  economy  more 
ften  than  not  elicit  answers  that  have 
)  do  with  people  and  their  ever- 
langing  needs 


hough  it's  apparent  Tiberghien  has 
lought  a  lot  about  cars,  it's  even  more 
^parent  that  what  really  fires  him  is 
le  car's  multi-leveled  relationship  to 
;ople  and  to  the  world  His  talk  is 
?ppered  with  phrases —"social  needs," 
iolyvalent  vehicles,"  "cars  as  an  invad- 
ig  phenomenon  in  everyday  life'  — 
lat  testify  to  the  fact  that  his  head  and 
is  heart  are  very  close  together 


Tien  Tiberghien  was  graduated  from 
e  prestigious  Ecole  Centrale  thirty 
ars  ago,  European  car-makers  were 
;ponding  to  the  immediate  post-war 
eds  of  Europe  "Affordability'was  the 
imary  consideration,  with  the  evolu- 
>n  of  post-war  Europe,  European 
eds  also  evolved  The  "two-box "con- 
pt  is  a  case  in  point  Basic  car  config- 
ation  had  traditionally  been'three- 
ix":  motor  "box"  plus  passenger"box" 
js  luggage  "box  "  In  the  60's,  Renault 
gineers,  responding  to  the  changes 
French  and  European  life,  began 
Dneer  work  on  a  "two-box"  configura- 
>n  The  passenger  and  luggage'  boxes' 
;re  combined  into  one  adjustable 
;a,  this  new  configuration  —  soon  to 
popularly  called  the  "hatchback"— 
volutionized  basic  car  design  Here 


Portrait  by  Mane  Cosmdas 


was  a  car  equal  to  the  rigors  of  the  city 
but,  come  Friday  ready  to  serve  as  a 
kind  of  mini  station  wagon  Faireplus 
avec  moms,  indeed 


"  To  do  more  with  less'  you  must  inno- 
vate not  only  on  the  object,"  says 
Tiberghien,  "but  also  on  the  public's 
perception  of  an  object  The  some- 
thing new'  that  you  come  up  with  can 
be  shocking  to  people's  expectations 
But  only  by  taking  that  risk  can  you 
succeed  The  key  is  peoples  needs,  not 
their  expectations  Their  expectations 
are  based  on  the  past,  their  needs,  on 
the  present  and  the  future  " 


One  of  seven  children,  Tiberghien  him 
self  is  the  father  of  five,  ranging  in  age 
from  10  to  23  years  old  He  is  also  a 
recent  grandfather  Tiberghien  and  his 
wife  live  in  a  modern  Paris  apartment 
with  a  varying  number  of  their  brood 
Long  week-ends  can  find  them  in  the 
small  village  of  Muids  in  Normandv 


Quite  a  different  holiday  took  place 
last  summer  when  all  seven  of  the 
Tiberghien  s  motored  through  the 
American  West  Not  only  was  it  a 
unique  vacation,  it  also  enabled 
Tberghien  to  experience  Amencan 
driving  at  first  hand  He  came  away 
convinced  that  Renault  cars  uniquely 
answer  many  present-day  U  S  driving 
needs 


The  car  is  a  phenomenon  that  has 
shaped  the  look  and  manner  of  the 
20th  century  just  as  bronze  tools  and 
sailing  ships  shaped  other  eras  The 
other  great  20th  century  phenomenon 
is  the  apparent  shrinkage  of  the  world 
some  occurrence  in  what  once  would 
have  been  a  distant,  exotic  place  now 
affects  us  nght  in  our  own  backyard 
garage  Tiberghien  is  very  sensitive  to 
the  new  role  of  the  car  —  and  what  a  car 
should  be  —  in  this  new  "small"  world 
"We  must  be  conscious  of  social  re- 
sponsibilities    to  make  cars  that  are 
adapted  to  man's  needs     that  include 
safety  factors  beyond  the  legislated 
required  ones     cars  that  cautiously 
husband  the  use  of  increasingly  more 
precious  metals  and  that  are  economy- 
intensive  We  reduce  and  reduce  and 
then  come  up  with  something  different 
that,  surprisingly  is  something 'more  "' 

We  welcome  your  comments,  questions 
or  thoughts  about  any  of  the  above 
Write  to  Renault,  U  S  A  ,  Inc  , 
Corporate  Group,  Englewood  Cliffs, 
N.J.  07632 


RENAULT 

the  car  company  of  France 


The  good  things  in  life 

stay  that  way. 
Dewar's®  never  varies. 

/hthentic*? 

The  Dewar  Highlander  1 
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RCA  improves  color  TV 
with  an  electronic  ^ 
"fine  tooth  comb"  A 
that  separates     I  m 
color  from  detail, 
And  enhances  both,  m 


A23  1722-1 
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mum 

ma  ill 


The  Dynamic  Detail  Processor -a  ^^^M^^ 
tiny  solid  state  comb  filter  device  with    ^^^^  ^^^^^ 
a  computer-like  "memory"  -  is  producing  ^ 
sharper  and  clearer  color  TV  pictures  than  ever 
before  in  RCA  Limited  Edition  ColorTrak  TV  sets.  By 
electronically  separating  the  signals  responsible  for  color 
and  picture  detail,  the  comb  filter  allows  both  signals 
to  be  fully  processed  by  the  set.  As  a  result,  minute 
details  take  on  remarkable  new  definition  and  clarity, 
while  color  streaking  and  crawling  edges  (like  those 
on  checkered  sport  jackets)  are  virtually  eliminated. 
RCA  color  TV  sets  are  the  first  to  have  this  solid  state 
marvel  of  technology  designed  into  them. 

The  Dynamic  Detail  Processor  is  a  product  of 
RCA  Research -the  kind  of  dedicated  research  that 
has  been  a  tradition  at  RCA  for  over  sixty  years. 
Today,  many  years  after  Nipper  started  listening 
to  His  Master's  Voice,  research  and 
development  of  electronic  products  are 
funded  at  the  highest  levels  in  our 

company's  history.  Our  commitment 
:.  V     is  as  it  has  always  been,  to  the 

advancement  of  technology  -  to 
the  creation  of  imaginative,  but 
practical,  products  that 
expand  the  human  . 

at*     horizon,  c  1980  RCA  Corporation 
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A  tradition  on  the  move. 


Lose  Citicorp  Travelers  Checks 

in  Maputo  and  you're  not 
up  the  Zambezi  without  a  paddle, 


BURLINGAME 
J  UN  24  1980 


Just  contact  our  Maputo 
refund  center  and  we'll  have 
you  back  on  safari  before  you 
know  it. " 

If  refunds  are  this  easy 
here,  imagine  how  easy  they 
are  in  places  you  have  heard  of. 

In  all,  we  have  more  than 
40, 000  locations  here  and 
abroad  where  you  can  get  fast 
refunds  (with  emergency 
funds  in  the  U.S.  through 
8,100  Western  Union  offices, 
many  of  them  open  24  hours  a 
day,  365  days  a  year).  We  even 
have  our  own  Citibanks  in  64 
countries. 

Where  can  you  spend 
Citicorp  Travelers  Checks? 
Where  can't  you?  They're  as 
welcome  as  money  in  literally 
millions  of  hotels,  restaurants 
and  stores  around  the  world. 

Citicorp  Travelers  Checks 
—backed  by  America's  leading 
banking  institution  worldwide. 

Citicorp.  Travel  the  world 
with  us. 

CITICORP  9 

TRAVELERS  CHECKS 


NOTE:  Travelers  checks  under  our  old  name. 
First  National  City,  will  continue  to  be  accepted 
indefinitely. 
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Bankruptcy:  Caveat  Creditor.  "Why,  people  get  right  down 
and  cry  when  they  realize  what  we  can  do  for  them,"  says 
Los  Angeles  lawyer  Hugh  Slate.  Under  the  new  bankruptcy 
law  passed  by  Congress  last  fall,  walking  away  from  your 
obligations  has  never  been  so  attractive  35 


Companies:  Pullman's  Rolling  Stock.  It's  neck-deep  in 
management  and  legal  problems.  So  why  is  the  stock 
running  up  those  tremendous  volumes?   36 


Companies:  Sandy  McDonnell's  Pride.  A  cold-minded  con- 
sultant might  advise  McDonnell  Douglas  to  get  out  of 
commercial  aircraft  and  concentrate  on  its  large  and  su- 
perbly successful  military  aircraft  business  and  its  profit- 
able and  growing  missiles  and  space  division.  But  business 
isn't  always  run  by  the  balance  sheet  38 


Companies:  Xerox!  A  Turnaround!  The  legendary  success 
story  of  a  decade  ago  made  a  couple  of  monumental  mis- 
takes in  the  Seventies  and  paid  the  price.  It  will  be  hard  to 
retrieve  all  that  lost  market  share.  But  the  important  thing 
is  that  it  has  regained  its  momentum  and  now  has  a  strong 
foothold  in  some  important  new  markets  40 


Investments:  Ruff's  Cut.  He  gets  it  by  scaring  you,  then 
selling  you  42 


Companies:  The  Crazy  Quilt.  Chemicals,  booze,  titanium 
and  insurance?  National  Distillers'  mix  of  businesses  may 
not  make  much  sense.  But  Drummond  Bell  makes  it  make 
money  44 


Companies:  Happiness  In  Your  Own  Backyard.  PSA  was 
the  sensation  of  the  airways  in  the  Sixties,  a  malnourished 
regional  airline  that  tried  to  be  a  conglomerate  in  the 
Seventies.  Now,  a  combination  of  luck  and  smart  moves 
has  turned  it  into  a  thriving  enterprise  again  46 


Banking:  Letting  George  Do  It.  The  Eccles  in  the  histo 
books  is  Marriner.  All  those  years  he  was  in  Washington 
though,  brother  George  was  building  one  of  the  nation 
finest  regional  bank  holding  companies  t 


The  Up-And-Comers:  Munger  World.  Do  you  need  Disne 
scale  cash  flow  to  start  an  amusement  park?  Does  it  have  I 
be  in  Florida  or  California?  Not  necessarily:  Look  at  Be 
Munger's  Cedar  Point  park  in  Sandusky,  Ohio  


The  Streetwalker:  Merely  Flesh  Wounds.  The  stock  mark 
apparently  hasn't  noticed,  but  the  S&Xs  seem  to  hav 
escaped  the  monetary  ambush  relatively  unscathed  and  ai 
on  the  road  back  6 


Companies:  The  Muddy  Tracker.  Racetrack  terms  soun 
out  of  place  around  SAFECO's  staid  headquarters.  Bu 
there's  a  certain  appropriateness  to  the  way  it  gets  throug 
the  rough  times  6 
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Gerald  R.  Ford,  Director   7 
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Willie  Nelson,  Entertainer  

Lawrence  Brainard,  Bankers  Trust   7 

Frederick  J.  Ross,  Raybestos-Manhattan   7 

Lester  C.  Thurow,  MIT  7 


Observations:  A  Long  Recession!  Ashby  Bladen  thinks  not 
but  that  the  U.S.  standard  of  bving  will  suffer  8; 
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r  Story:  Drang  Nach  U.S.A.  "In  ten  years  Germany 
t  be  a  socialist  country,"  says  one  thoughtful  and 
jlate  German.  "America  has  its  problems,  but  it's 
e  the  future  of  capitalism  lies."  That's  a  major  reason 
lan  money,  private  and  corporate  alike,  is  pouring 
the  U.S.  at  a  fast  and  growing  clip;  why  German 
>anies  accounted  for  one-third  of  all  foreign  takeovers, 
expansions  and  startups  in  the  first  quarter;  and  why 
even  small  and  medium-size  German  companies  have 
ash  and  inclination  to  cross  the  Atlantic  82 
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Hell  helping  you  to  manage  your  business  better  #2 

DONT  TURN  YOUR  RACK 
ON  WATS  BECAUSE  \OU  THINK 
ITS  ONLY  FOR  THE  BIGGI  ES. 


If  you  think  WATS  lines  arc 
only  for  the  big  boys,  it's  time  to  take 
another  look.  Because  you  don't 
have  to  be  one  of  the  Fortune  500  to 
make  WATS  a  profitable  addition  to 
your  business.  If  you  deal  with  out- 
of-town  customers,  WATS  could  be 
lor  you. 

WATS  works  because  you  can 
choose  a  Long  Distance  calling  area 
as  close  as  your  own  state  and  those 
that  adjoin  it.  And  as  your  business 
area  grows,  you  can  add  con- 
tiguous WATS  calling  areas  to 
coincide  with  the  locations  of  your 
customers  and  sources. 

What's  WATS 

WATS  stands  for  Wide  Area 
Telecommunications  Service.  It's  a 
way  to  tailor  Long  Distance  to  your 
special  needs.  You  buy  a  specific 
area,  and  a  specific  number  of  hours, 
at  a  monthly  fee.  You  can  use  those 
hours  whenever  you  choose.  Within 
that  area,  and  within  those  hours, 
you  make  as  many  Long  Distance 
calls  as  you  wish. 

This  means  you  can  limit  your 
Long  Distance  costs  without  limiting 
your  Long  Distance  calls. 

Why  WATS 

Imagine  the  ways  a  WATS  line 
can  power-pack  your  business  effort. 

WATS  helps  you  beef  up 
business  to  those  tempting  smaller 
accounts  that  might  otherwise  be  too 
far  out  of  the  way.  Sell  'em  In  phone, 
and  save  costly  travel  expenses! 

How  about  collecting  overdue 
accounts?  Use  WATS  to  improve 
your  cash  flow  and  operating 
expense  positions.  Unlimited  phone 
contact  also  helps  you  avoid  the  high 
costs  of  inventory  outages,  and  it's  a 
boon  to  your  customer  service 
efforts. 

Can  WATS  help  vour  business? 
You  bet  it  can! 

Choose  your  area  of  coverage 
It's  simple.  If  your  company's 
market  takes  in  the  region  surround- 
ing your  home  state,  make  that  your 


WATS  calling  area.  Is  your  market 
more  extensive?  Then  add  addi- 
tional, contiguous  calling  areas  until 
your  market  coverage  is  complete. 

Are  you  trying  to  expand  your 
market?  Don't  plod  blindly  into  that 
field.  Make  phone  forays  first.  We 
can  add  adjoining  regions  into  your 
WATS  calling  area  any  time,  helping 
you  to  eliminate  a  lot  of  expense  in  a 
new  business  drive. 

The  big  boys  might  need  a  call- 
ing area  that  includes  all  fifty  states. 
You  can  choose  the  states  that  suit 
your  business  best! 

Choose  the  time  volume  you  need 

You  can  also  choose  when  to 

call! 

If  your  needs  arc  small,  select 
our  WATS  10  (Measured  Time)  plan: 
up  to  10  hours  of  calling  per  month. 
Want  more?  Then  WATS  240  (Full 
Business  Day)  is  for  you:  up  to  240 
hours  of  unlimited  calling  per 
month.  Need  overtime?  You've  got 
it!  And  it's  billed  at  a  lower  rate  than 
the  monthly  charge. 

Anything  else?  There's  the 
usual  one-time  installation  charge. 


And  that's  the  whole  ball  of  wax. 

30-day  trial 

Want  to  test  the  WATS  waters 
before  you  jump?  Give  WATS  a  30- 
day  try.  Buy  a  month  of  WATS,  and 
see  for  yourself  just  how  much  it  will 
help  your  business.  All  types  of 
businesses  use  WATS  to  solve  all 
types  of  business  problems.  Let  a 
WATS  line  help  you! 

Here's  more  help 
In  addition  to  WATS,  Bell  has 
all  these  programs  to  help  you  man- 
age your  business  better. 

#1  800  Service.  Generate  direct 
response  leads  using  the  toll-free 
800  number.  Improve  service,  speed 
orders  to  wholesalers,  retailers. 
Expand  market  area,  answer  con- 
sumer questions,  conduct  product 
research,  improve  company  image. 

#3  Remote  Call  Forwarding  (RCF). 

Customers  dial  a  local  number, 
reach  you  in  a  distant  city.  You  have  a 
local  "presence''  without  the 
expense  of  a  local  office.  Lets  you 
open  new  markets,  test  out  those 
new  markets  and  give  better  service. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Improving  Credit  Management. 

It's  the  key  to  cash  flow— programs 
that  expand  your  market,  develop 
customers,  build  profits.  Helps  you 
check  the  customer's  ability  to  pay, 
calculate  marginal  risk,  and  collect 
overdue  accounts. 

#6  Opening  New  Accounts.  A  tes- 
ted, practical  way  to  do  it  by  Long 
Distance.  Total  program  covers 
everything  from  building  a  list  and 
screening  a  prospect's  interest  to 
closing  the  sale. 


Bell  System 


CALL  800-821-2121, 

Ext.  957. 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  957. 


A  BELL  BUSINESS  EXPEBT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  WATS 
can  be  a  practical,  profitable  plus 
for  your  business.  To  help  you,  we'll 
need  information.  So  we'll  ask  ques- 
tions, like  the  ones  listed  below.  No 
surprises,  nothing  you  won't  have 
the  answer  to.  You'll  find  the  discus- 
sion thoroughly  enlightening  and 
enjoyable. 


Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

0-  How  many  locations  does  your 

business  have? 
Q.  How  many  sales  people  do  you 

have? 


"Hey!  Tell  me 
how  a  WATS  line 
can  help  me  manage 
my  business  better" 


Q.  What  is  your  primary  method  of 
customer  contact? 


0-  Do  you  use  services  other  than 
your  local  lines,  such  as  BCF? 

0.  How  do  you  test  or  expand  mar- 
ket areas? 

0-  On  the  average,  how  many  ac- 
counts fall  past  due  each  month? 

0-  Do  you  have  plans  to  meet  spe- 
cific business  objectives  — such  as 
increasing  market  share? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  04141 

Yes,  I  am  interested.  Tell  me  more 

about:  Name  

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses  Title  

I  would  also  like  to  know  more  about 

the  subjects  I've  checked  below.  Company— 

□  #1  800  Service  . 

□  #3  Bemote  Call  Forwarding  Address— 

□  #4  Selling  Smaller  Accounts  ^.^  Stat  Zi  i_ 

□  #5  Improving  Credit  Management 

□  #6  Opening  New  Accounts  Area  Code  -Business  Phone 


800-821-2121,  Ext.  957 

To  call  toll  free,  dial  800-821-2121,  Ext.  957,  anywhere  in  the  contiguous  United  states  In  Missouri,  call  800-892-2121,  Ext.  95" 
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German  connections 


Associate  Editor  Tom  O'Donnell  and  Re- 
porter-Researcher Christine.  Miles 
stopped  counting — once  they  got  past 
30— the  number  of  U.S. -based  German 
businessmen,  international  money  man- 
agers and  government  officials  they  in- 
terviewed for  the  cover  story  in  this  is- 
sue. For  comparisons  and  contrasts,  a 
clutch  of  German  businessmen  working 
in  the  U.K.,  too,  were  interviewed  by 
reporter  Barbara  Ellis  of  the  London  bu- 
reau. Putting  it  all  together,  O'Donnell 
says,  was  a  frustrating  workout:  "The 
Germans  have  the  strongest  penchant 
for  secrecy  of  all  the  foreign  businessmen 
I've  encountered."  But  it  was  a  reward- 
ing workout  as  well;  O'Donnell  came 
away  agreeing  with  some  experts  he  in- 
terviewed who  are  convinced,  as  one  of 
them  put  it,  "The  Germans  will  become 
the  dominant  group  of  foreign  investors 
in  the  U.S.  in  the  Eighties." 

This  is  O'Donnell's  first  cover  story 
assignment  for  Forbes.  He  joined  the 
magazine  last  month  after  three  and  a 
half  years  as  money  and  banking  editor 
of  Business  Week.  Before  that  he  was  a 
political  reporter  at  the  Hartford  Times 
and  feature  writer  at  the  San  Francisco 
Chronicle.  O'Donnell,  34,  is  a  graduate  of 
Brown  University  and  holds  a  master's 
degree  in  joLirnalism  from  the  University 
of  California  (Berkeley)  and  an  M.B.A. 
from  the  University  of  Connecticut. 

Right  behind  O'Donnell's  story  are- 
three  tables  that  help  put  the  German 
presence  in  perspective.  A  total  of  375 
companies  are  ranked  in  these  tables: 
the  100  largest  foreign  investors  in  the 


U.S.,  the  100  largest  U.S.  multinatic 
and  the  100  largest  foreign  compa 
(plus  25  runners-up  in  each  category 
order  to  gather  data  and  verify  t 
rankings  Forbes  queried  some  1 
companies  both  here  and  abroad. 

Statistical  Editor  Don  Popp  and  i 
eiate  Ann  Oliver  began  research  for 
project  in  January.  The  basic  repoi 
tool  was  a  questionnaire  mailed  toj 
companies.  As  deadlines  passed,  the 
phone  and  Telex  follow-ups  began, 
the  least  of  the  complications  for 
staff  was  the  need  to  unravel  differei 
in  accounting  procedures  from  cou 
to  country  and  to  pin  down  currd 
exchange  rates.  Members  of  the  Foi 
family  (and  blood  relations  as  well)  \ 
drafted  to  translate  annual  report  f 
notes  from  foreign  languages. 

But  the  biggest  stumbling  block  o| 
remains  the  traditional  reluctance 
many  foreign-owned  businesses  to  re 
financial  details  about  their  operatu 
Over  the  years  this  reluctance  has  b 
yielding,  but  by  and  large  U.S.  stand, 
for  disclosure  are  not  yet  the  norm,  t 
secretary  to  a  company's  chief  finan 
officer  told  a  Forbes  staffer  that 
would  be  only  too  happy  to  give  Fob 
an  estimate  of  1979  sales,  but,  as  she 
it,  "Do  you  really  want  to  see  me  h 
ing  out  the  window?"  In  the  end,  a 
the  start,  that  company  refused  to 
vulge  the  figure.  As  in  several  ol| 
cases,  the  Forbes  estimate  used  is 
result  of  hard,  persistent  reporl 
among  competitors,  bankers  and  top 
cunties  analysts. 


Tom  O'Donnell  (seated)  and  (1.  to  x.)  Ed  Sakalian.  Ann  Oliver.  Barbara  Abramou  itz,  Ar^ 
Bagameiy.  Paul  Bornstein,  Maria  UUorraca,  Don  Popp.  Tom  Jaffe.  Chris  Miles  
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You  can  go  a  long  way 
with  tbfi  fleet  leader. 


Citation.  |?4j  EPA  est. 
MPG,  38  hwy.  est* 

Especially  impressive  when 
you  consider  Citation  is  a 
mid-size  car.  And  comes 
with  the  lowest  Manufac- 
turer's Suggested  Retail 
Price  of  any  front-wheel- 
drive  mid-size  car. 


Malibu.  19  EPA  est 


MPG,  26  hwy.  est* 

And  no  mid-size  4-door 
sedan  gives  you  more  room 
inside  than  Chevy  Malibu. 
Which  helps  explain  why  no 
mid-size  4-door  sedan  sold 
as  well  as  Chevy  Malibu 
in  79. 


Chevrolet.  18  EPA  est. 


MPG,  26  hwy.  est* 

No  full-size  car  beats  Chev- 
rolet Caprice  and  Impala's 
EPA  gas  mileage  estimate. 
And  none  match  their  high- 
way estimate  with  standard 
powertrain.  We  might  also 
add  that  none  match  them 
in  sales,  either. 


Chevy  Pickup.  [18]  EPA 
est.  MPG,  24  hwy.  est* 

Chevy  CIO  comes  with  Mas- 
sive Girder  Beam  suspen- 
sion and  tough  double-wall 
construction.  And,  except 
in  California,  an  unbeatable 
EPA  estimated  MPG  for  a 
1/2-ton  pickup  truck  with 
standard  transmission. 


Chevy  Van.[J7jEPA 
est.  MPG,  24  hwy.  est* 

Chevy  GlO's  EPA  est.  17 
MPG  is  unbeatable  in  a 
half-ton  van  with  standard 
transmission.  And  when  it 
comes  to  maximum  pay- 
load,  Chevy's  most  popular 
van  surpasses  its  nearest 
sales  competitor's  most 
popular  van  by  over  400  lbs. 


Remember:  Compare  the  "estimated  MPG"  to  the  "estimated  MPG"  of  other  vehicles  You  may  get  different  mileage  depending  on  how  fast  you  drive,  weather  conditions 
and  trip  length  Actual  highway  mileage  will  probably  be  less  than  the  estimated  highway  fuel  economy.  Estimates  vary  in  Calif.  Chevrolets  are  equipped  with  GM-built 
engines  produced  by  various  divisions  See  your  dealer  for  details     CHEVY  CARS  AND  TRUCKS,  CHEVY  DEALERS,  CHEVY  PEOPLE:  THE  PROVEN  PERFORMERS. 


Shoe-leather  economics 

Travelers  moving  through  Western  Eu- 
rope's airports  have  spotted  one  new  eco- 
nomic- indicator,  or  at  least  an  index  to 
the  employment  picture — the  availabil- 
ity of  shoeshine  men.  A  businessman 
passing  through  Dc  Gaulle  Airport  in 
Paris  last  month  could  find  not  a  single 
cireur;  in  Rome,  after  a  search,  he  did 
find  exactly  one  lustrascarpe .  In  Lisbon, 
he  was  overrun  by  limpabotas. 

Saving  the  white  elephant 

Developers  eager  to  fill  the  hunger  for 
condominiums  have  found  a  new  angle, 
converting  turn-ot-thc-century  mansions 
mtii  multiple  dwellings  for  the  price-is- 
no-object  market.  The  latest  to  be  tapped 
tor  such  renovation  is  the  35-room 
Breese  Merrill  estate  in  Southampton  on 
New  York's  Long  Island.  The  developer 
paid  a  modest  $462,500  to  acquire  the 
Stanford  White-designed  pile  and  is 
spending  $5  million  in  construction 
costs,  which  includes  about  $  1  million  in 
restoration  for  its  75-foot  music  room,  2 
acres  of  formal  gardens  and  other  relics 
of  magnificence.  The  payoff?  The  1898 
mansion,  once  owned  by  Charles  Merrill 
of  Merrill  Lynch  but  empty  since  1972, 
will  become  5  individual  homes,  and  24 
more  condos  will  be  housed  in  6  new 
buildings  framing  the  gardens;  each  unit 
will  cost  from  $200,000  to  $375,000. 
Other,  similar  projects  have  been  under- 
taken in  Princeton,  N.f.  and  on  Rhode- 
Island's  Gold  Coast,  playground  of  the 
rich  in  the  early  1900s.  New  York's 
Westchester  County,  with  a  dwindling 
housing  stock,  is  also  looking  into  the 
idea.  One  city  there,  Rye,  is  exploring 
allowing  some  of  its  baronial  old  homes 
to  be  cut  up  into  condos  so  as  to  preserve 
the  sweeping  lawns  and  grounds  that 
were  a  basic  part  of  the  good  life  a  few 
generations  ago.  There  the  problem  may 
be  that  builders  like  the  profits  they 
make  on  the  extra  buildings  they  are 
usually  permitted  to  erect  around  the 
original  white  elephant. 

Japan  shifts  its  sights 

With  their  European  and  American  com- 
petitors up  in  arms  and  screaming  for 
more  tariff  protection,  the  Japanese  have- 
discreetly  turned  their  marketing  guns 
toward  the  Middle  East.  In  the  first  three- 
months  of  1980,  Japan's  exports  to  this 
area  rose'  88% ;  in  March  alone,  they 
showed  an  83%  jump  over  the  same 
month  in  1979.  The  sales  to  the  Mideast 
ran  the  gamut — consumer  goods  like 
household  appliances  and  automobiles, 
textiles  and  steel  products  were  all 
among  the  big  gainers.  In  February  of 
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this  year  alone,  more  Japanese  color  tele- 
vision sets  were  shipped  to  Libya  than  to 
thc  U.S.— 49,000  compared  with  30,000. 
The  U.S.  shipments  represented  a  58% 
drop  from  February  1979. 

The  non-Olympic  Games 

Jimmy  Carter's  April  move  barring  U.S. 
athletes  from  this  summer's  Moscow 
Olympics  may  have  reduced  the  Games 
to  an  offstage  noise  for  Americans,  but 
they  will  still  be  unable  to  escape  them 
completely.  Corporate  sponsors  of  U.S. 
Olympians  have  been  in  the  starting 
blocks  for  years  with  full-scale  tie-in  pro- 
motions and  many  are  going  ahead  with 
them  anyway.  General  Mills,  for  exam- 
ple, has  10  million  Wheaties  boxes  bla- 
zoned with  its  own  Olympic  star,  Bruce 
Jenner,  the  1976  decathlon  gold  medalist. 
It  will  keep  putting  them  on  breakfast 
tables  until  they  run  out  around  the  end 
of  August  (the  Games  are  scheduled  from 
(uly  19  to  Aug.  3).  Minute  Maid,  the 
Coca-Cola  subsidiary,  was  even  more  in- 
volved. When  the  boycott  came,  it  had  1 
billion  packages  of  its  products  proclaim- 
ing its  role  as  an  Olympic  sponsor  in  the 
pipeline  and  sharing  supermarket  space 
with  those  Wheaties  boxes.  Minute 
Maid  is  salvaging  some  of  the  preticket- 
ed  promotion  budget  to  sponsor  at-home 
competition  for  U.S.  athletes.  Arthur  I. 
Kuman,  director  of  this  activity  for  the 
U.S.  Olympic  Committee,  says  most 
contracts  let  sponsors  exploit  their 
Olympic  connection  until  Dec.  31  and, 
possibly  with  fingers  crossed,  adds  that 
he  doesn't  think  the  boycott  will  lessen 


Bruce  Joiner  <>;i  bis  nay  to  a  gold 
How  do  you  promote  a  none  vent? 


the  advertising  impact.  "These  arc- 
panics  supporting  the  team,"  he 
"not  the  Moscow,  Lake  Placid  ol| 
other  individual  Games."  Could  b» 
future  sponsors  may  not  be  so  eaj| 
get  into  an  act  that  turns  out  to 
nonevent. 

Playing  the  recession  an 

Those  economists  who  couldn't  fin| 
recession  six  months  ago  should 
dropped  their  charts  and  looked  in 
mailboxes.  One  sure  sign  of  a  downl 
according  to  the  U.S.  Postal  Servicql 
surge  of  hustlers  taking  to  the  maij 
their  prey.  Consumer  complaints 
the  victims  are  the  Postal  Service's  J 
warning  system,  and  the  first  increa| 
such  gripes  came  last  summer. 
Council  of  Better  Business  Bureaus 
sured  a  29%  increase  in  mail-order 
plaints  in  1979,  which  brought  the 
to  a  record  78,990.  The  council's! 
vious  peak  was  in  1974,  again  ]ust  ajl 
economy  began  its  skid.  This  timdl 
most  popular  ploy  is  the  work-at-hl 
scheme,  where  for  an  up-front  "  i n  T 
ment"  of,  say,  $50,  the  gullible  are  p 
lsed  $300  a  week  for  spending  an  hcl 
day  stuffing  envelopes  or  making  pll 
calls.  The  Chicago  Better  Business| 
reau  says  it  has  received  more 
10,000  queries  about  such  deals  dii 
the  first  five  months  of  this  year,  ancl 
Postal  Service  says  it  has  18  emplol 
working  full  time  on  the  same  til 
'.'Anything  that  relates  to  improl 
your  income  has  gotten  to  be  a  big  pi 
iem  now,"  a  postal  official  says,  "i\ 
for  people  that  have  a  few  bucks." 

Recession-proof  wheels 

The  recession  may  make  most  of 
U.S.  auto  industry  look  like  a  parkin 
but  the  big-ticket  luxury  lines  are  sta 
right  on  course,  just  as  they  did  in 
1974-75  downturn.  Their  sales  did  ; 
earlier  this  year  but  then  turned  aro 
smartly,  repeating  the  pattern  of  the 
recession.     Mercedes,     for  exam 
opened  1980  with  two  record  morn 
then  slipped  below  1979  for  the  jj 
three.  By  the  end  of  May  they  were 
the  upgrade  once  more.  Retail  sale 
the  German  import  were  off  8.9%  for| 
first  five  months,  when  Mercedes  ! 
20,700    cars,    but    wholesale  buy, 
climbed  15%  as  dealers  kept  stocking) 
(The  $36,000  450  SL,  the  company  s] 
stayed  in  short  supply,  as  it  has  "si 
the  day  we  first  produced  it,"  in  19 
Cadillac  echoes  this  report,  down  in  B 
ruary  and  early  March,  a  tumarounq 
May  as  interest  rates  dropped  and 
loans  became  easier.  Lincolns  and  Coi 
nentals  are  sharing  Ford's  big  troubled 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$600,000,000 
American  Telephone  and  Telegraph  Company 

Ten  Year  10%%  Notes,  Due  June  1, 1990 

Interest  payable  June  1  arid  December  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  f  rom  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORATION 
GOLDMAN,  SACHS  &  CO. 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  <£•  Smith  Incorporated 

SALOMON  BROTHERS 

BACHE  HALSEY  STUART  SHIELDS  BEAR, STEARNS &C0.  BLYTH  EASTMAN  PAINE  WEBBER 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.      DONALDSON,  LUFKIN  &  JENRETTE      DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN 

Incorporated 

SHE  ARSON  LOEB  RHOADES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARI B AS  BECKER        WERTHEIM  &  CO.,  INC.       DEAN  WITTER  REYNOLDS  INC. 

Incorporated 


May  30, 1980 


The 3450 


The  660 


The  9200  (24  bins) 


The  310] 


The  3100 


The 3400 


The  9200  (without  sorting) 


The 4000 


The  2600 


The  4500 


The 


This  is  what  wen 
as  big  a  selection  as  ot  $ 


We  could  always  eliminate  our  high- 
speed duplicators. 

But  then,  people  who  need  to  make 
copies  fast  (2  pages  a  second)  would  have  to 
settle  for  something  slower. 


We  could  subtract  some  smaller  copi 
But  then,  people  with  smaller  needs  could 
get  exactly  what  they  need. 

We  could  make  fewer  large  docume 
copiers  or  automatic  two-sided  copiers.  B 


XEKOX®  ,uhI  .ill  nurnbci  names  identified  herein  ,nr  trademarks  ol  XEROX  (  ORPORA1  ION 


The 2300 


The  9400  (24  bins) 


The  6500 


The  3109 


The  7000 


ve  to  do  to  offer  you 
2gest  competitor. 


ight  not  sit  well  with  people  who  have 
locuments  or  want  two-sided  copies, 
mat's  the  trouble  with  offering  smaller 
ons.  You  don't  just  offer  people  fewer 
s.  You  offer  them  fewer  chances  of 


getting  the  one  that's  just  right  for  them. 
And  there'd  be  no  point  offering  that. 
Our  competitors  are  already  doing  it. 

XEROX 


\     An  Outstanding  Opportunity 
for  Collectors  of  Western  Art 


THE  CHEYENNE:  Issued  in  cooperation  with  the 
lluffalo  Bill  Historical  Center,  Cody,  Wyoming, 
in  a  numbered  edition  of  1 ,000.  the  replica'is 
hand-finished,  cast  in  bronze  by  the  lost  wax 
process.  It  is  approximately  1 7  inches  high 
with  walnut  base,  three-fourths  the  size  of 
the  Remington  original. 


Museum  Collections  Inc.  Announces  The  Third  In  A  Series  of  Museum 
Quality  Replicas  Of  Frederic  Remington's  Incomparable  Bronzes 


THE  CHEYENNE  —  REMINGTON'S  HOMAGE  TO 
A  VANOUISHED  HERO  OF  THE  AMERICAN  PAST 

The  Cheyenne,  which  Remington  sculpted  in 
1 90 1 ,  was  Remington's  admiring  tribute  to  the 
past  glory  and  courage  of  the  Indian  warrior. 

Though  frozen  forever  in  bronze,  The  Chey- 
enne and  his  spirited  pony  appear  to  be  in 
motion.  As  Remington  himself  said  —  they 
are  "cutting  the  air"  —  all  four  of  the  horse's 
hooves  are  off  the  ground,  and  the  bareback 
rider  leans  into  the  wind  in  perfect  harmony 
with  his  mount. 

Like  our  two  earlier  limited  edition  Remington 
bronze  replicas  —  The  Bronco  Buster  and  The 
Outlaw  —  The  Cheyenne  is  faithful  to 
Remington's  original  in  every  detail. 

THE  REPLICA  IS  THREE-FOURTHS  THE  SIZE  OF 
THE  ORIGINAL.  APPROXIMATELY  17  INCHES 
HIGH  WITH  WALNUT  BASE 

The  Cheyenne,  in  a  numbered  edition  of  1 ,000. 
is  scaled  to  three-fourths  the  size  of  the 
original,  foundry  marked  and  dated,  to  avoid 
its  ever  being  mistaken  for  one  of  the  originals. 

The  replica  is  modeled  from  number  9  of 
Remington's  approximately  50  casts  of  The 
Cheyenne,  poured  at  the  Roman  Bronze  Works 
under  Remington's  supervision.  The  Cheyenne 
was  the  first  full  edition  of  his  bronzes  to  be  cast 
by  the  lost  wax  process. 

THE  QUALITY  OF  THIS  REPLICA 
EDITION  IS  GUARANTEED 

The  model  for  the  edition  has  been  approved  by 
the  trustees  of  the  Buffalo  Bill  Historical 
Center.  As  each  bronze  is  cast  it  is  carefully 


inspected  by  our  own  experts  at  Museum 
Collections  Inc.  to  assure  that  it  meets  our 
exacting  standards  of  quality. 

A  REMARKABLE  VALUE  IN  TODAY'S 
INFLATED  ART  MARKET 

At  a  time  when  bronzes  of  lesser  quality  are 
selling  at  prices  in  the  thousands,  this  edition  is 
offered  to  collectors  at  $1  575.  Each  bronze  is 
accompanied  by  a  Certificate  of  Ownership 
signed  by  the  director  of  the  Buffalo  Bill 
Historical  Center,  and  your  purchase  is  regis- 
tered permanently  in  your  name  in  the  archives 
of  the  Center. 

GUARANTEED  REPURCHASE  AGREEMENT: 

Museum  Collections  Inc.  unconditionally 
guarantees  to  repurchase  your  bronze  at  the 
issue  price  of  $1  57  5  any  time  within  one  year  of 
your  purchase. 


TO  ORDER.  CALLTOLL  FREE  .  . . 

800-243-4492,  or  write:  Richard  Walker, 
President,  Museum  Collections  Inc.,  Dept. 
F20.  140  Greenwich  Ave.,  Greenwich,  CT 
06830  for  illustrated  brochure. 

Issue  price,  $1575.  You  may  reserve  the 
next  available  numbered  bronze  immedi- 
ately by  sending  us  your  check  now.  Major 
credit  cards  honored.  A  five-month  pay- 
ment plan  may  be  arranged.  We  urge  you  to 
take  prompt  action. 


museum  collections, 

ATIME  INC.  COMPANY 


Trends 

slow  1980  start  is  blamed  on  inv 
overhang.  ("Too  many  '79s,"  say  \ 
President  Gordon  MacKenzie.)  Bi  1 
coin  suffered  a  50%  drop  throug.  |\ 
when,  according  to  MacKenzie,  hi  li 
ers  reported  a  return  of  "buyer  >:j 
dence"  and  an  encouraging  lump  i  uj 
Lincoln  prices.  (The  line  now  also  fl 
$  1 ,000rebates. )  All  three  luxury-1  in  n  I 
ers  noted  one  salient  difference  be  h 
this  year  and  1974-75.  Then,  says  G  h| 
Horsburgh,  Cadillac's  director  of  m  111 
ing,  the  gasoline  crisis  drove  down  i  i 
This  time,  it  was  interest  rates  th  ]| 
the  greater  impact.  (Cadillac,  morii 
with  its  cars  already  down-sized,  ar  U 
sel  and  V-6  engines  in  the  line,  had  i| 
fear  from  energy  jitters.) 
 miii  wii— — i — — mmmm 

Under  the  M.B.A. 

The  graduate  schools  of  business  g 
big  play  but  what  about  those  tha 
undergraduate  degrees,  which  mar 
M.B.A.  mills  like  Harvard  and  Sts 
do  not?  The  best,  according  to  a 
study  by  two  business  professors  ; 
University  of  Virginia,  are  at  Penns 
nia  (the  Wharton  School)  and  at  IV 
gan.  Ranking  after  these,  accordi 
Professors  ].  David  Hunger  and  Th 
L.  Wheelen,  are  California,  Indiana 
as,  Illinois,  Ohio  State,  their  own  V 
ia,  New  York  University,  Washii 
and  Southern  California.  On  a  w 
note,  perhaps,  Hunger  and  Wheele: 
that  at  least  some  companies  still  r 
an  M.B.A.  as  a  must  for  promotion. 


Giving  at  the  bank 

The  fate  of  those  toasters  and  1 
bears  that  banks  have  been  handin, 
to  lure  new  depositors  is  still  very  rj 
up  in  the  air.  A  month  ago  federal  re- 
tors  proposed  outlawing  the  goodies 
since  then  3,000  protesting  letters 
reached  Federal  Reserve  Board  heads 
ters  in  Washington,  D.C.  Among 
most  outraged  are  companies  ma 
the  premiums;  they  claim  the  ban  c 
wipe  out  50,000  jobs  and  $500  millic 
annual  business.  The  heat  has  grow 
intense  that  the  new  Depository  In9 
tions  Deregulation  Committee  has 
tended  the  deadline  for  public  comr 
a  "month,  to  mid-July.  Any  final  ac 
seems  unlikely  until  at  least  Septerr 
and  there's  a  good  chance  the  ban 
never  be  imposed,  even  though  tec 
regulators  claim  that  policing  the  $5i 
$10  gifts  is  a  tedious  and  experl 
chore.  History  may  make  the  whole 
bate  academic  as  limits  on  interest  i 
are  phased  out  over  the  next  six  yi 
and  banks  can  offer  higher  payouts 
stead  of  teddy  bears. 
  ■ 
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77iis  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


$200,000,000 

ffaffffm Htem  BampanQ 

10.20%  Sinking  Fund  Debentures  Due  June  1,  2005 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Lazard  Freres  &  Go. 
Blyth  Eastman  Paine  Webber 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 


The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 


UBS  Securities  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 
ABD  Securities  Corporation 
Basle  Securities  Corporation 
A.G.  Edwards  &  Sons,  Inc. 


Kleinwort,  Benson 

Incorporated 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc. 
Oppenheimer  &  Co.,  Inc.  Piper,  Jaffray  &  Hopwood 

Incorporated 

Stuart  Brothers  Thomson  McKinnon  Securities  Inc. 


Goldman,  Sachs  &  Co. 
Salomon  Brothers 
Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Shearson  Loeb  Rhoades  Inc. 
Warburg  Paribas  Becker 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc. 


Atlantic  Capita 

Corporation 


Robert  Fleming 

Incorporated 


Arnhold  and  S.  Bleichroeder,  Inc. 

Alex.  Brown  &  Sons  F.  Eberstadt  &  Co.,  Inc. 

EuroPartners  Securities  Corporation 

Ladenburg,  Thalmann  &  Co.  Inc. 
New  Court  Securities  Corporation 
Wm.  E.  Pollock  &  Co.,  Inc. 
Tucker,  Anthony  &  R.  L.  Day,  Inc. 


June  16,  1980 


PEOPLE 
MAKE  VALUE 


PEOPLE 
MAKE  A  MARKET 


This  house  is  located  in  a  worn-down  neighborhood  in  an  American  city. 
The  neighborhood  is  not  completely  gone,  but  it's  hurting. 

Urban  neighborhoods  like  this  have  the  potential  to  recover— to 
become  places  where  people  would  like  to  live.  We'll  stake  money  on  it. 

Many  people  feel  they'd  miss  something  by  living  in  the  suburbs.  The  city 
offers  diversity,  history,  culture  and  convenience.  Urban  public  transportation 
means  freedom  from  the  automobile.  Many  city  houses  have  character  and 
architectural  interest.  And  since  more  people  still  choose  the  suburbs,  housing 
in  the  city  can  be  a  good  buy. 

If  people  want  housing  in  the  city,  there  can  be  a  housing  market  in  the  city. 
Lenders  of  mortgage  money,  recognizing  this  change,  can  see  that  this  house 
is  worth  a  lot  to  someone.  When  it  is  rehabilitated,  it  will  be  worth  a  $60,000 

mortgage.  We  can  see  it  now. 


FANNIE  MAE'S 
REHABILITATION 
LOAN  PROGRAM 


GETTING 
THE  WORD  OUT 


LOCAL 
PARTNERSHIPS 


WHAT  IS 
FANNIE  MAE? 


We're  Fannie  Mae,  the  Federal  National  Mortgage  Association.  We 
are  a  shareholder-owned,  profit-making  corporation,  with  a  specific  purpose. 
Our  job  is  to  help  meet  people's  housing  finance  needs.  We  don't  make  loans, 
but  by  buying  mortgages  from  local  lenders  who  do,  we  replenish  the  lenders' 
supply  of  funds  so  they  can  grant  more  mortgages. 

In  addition  to  our  regular  mortgage  purchase  activities,  we  have  set 
up  a  series  of  special  programs  that  use  our  position  in  the  home  finance 
market  to  encourage  more  mortgage  lending  in  urban  areas. 

Under  our  rehabilitation  loan  program,  a  lender  would  be  able  to  grant  a 
$60,000  mortgage  on  a  house  like  this,  even  though  in  its  present  condition  it 
may  have  a  market  value  of  only  $35,000.  Its  value,  when  rehabilitated 
according  to  approved,  detailed  plans,  would  be  about  $63,200.  A  lender 
taking  advantage  of  this  program  could  grant  a  mortgage  based  on  the  com- 
pleted value  of  the  house,  rather  than  on  its  present  value.  The  buyer  who  is 
qualified  for  a  95%,  30-year  conventional  mortgage  would  be  required  to  put 
5%  down  and  would  receive  $60,000  as  a  mortgage  loan —95%  of  the  house's 
completed  value.  $35,000  would  go  directly  to  the  seller  of  the  house,  and 
the  rest  would  be  placed  in  an  escrow  account  administered  by  the  lender,  to 
pay  for  the  rehabilitation. 

Home  buyers  used  to  have  to  go  out  and  persuade  someone  to  give 
them  a  construction  loan  for  the  rehab  work,  with  separate  transaction  costs, 
a  short-term  payback  and  a  higher  interest  rate.  Now  they  don't  have  to. 

If  no  one  knows  about  our  programs,  they  won't  do  much  good.  Fannie  Mae 
people  from  each  of  our  five  regional  offices  go  out  into  the  cities  and  tell 
lenders  what  kinds  of  mortgages  we  will  buy. 

We  also  try  to  convince  them  of  what  we  already  know— that  making 
urban  loans  is  good  business  for  us,  for  lenders  and  for  the  community.  People 
want  urban  homes,  and  Fannie  Mae  believes  that  properly  underwritten 
urban  mortgages  carry  no  more  risk  than  those  on  suburban  properties. 

We  work  with  community  groups,  local  governments  and  local  lenders  to  get 
neighborhoods  turned  around.  It's  already  working  in  neighborhoods  in  such 
cities  as  Memphis,  Philadelphia,  Los  Angeles,  Toledo,  Seattle,  and  Dallas. 

The  city  government  has  to  be  involved,  because  a  neighborhood  will 
not  improve  unless  essential  services  are  maintained  or  re-established.  Build- 
ing codes  have  to  be  applied  sensitively  to  rehabilitated  structures. 

And  there  must  be  a  lender  committed  to  lending  mortgage  money. 
Community  groups  have  often  seen  lenders  as  unapproachable.  They're  not. 
Fannie  Mae  is  in  a  good  position,  with  its  ongoing  relationship  with  many 
lenders,  to  bring  them  into  the  partnership. 

But  most  important,  people  in  the  community  must  make  a  commit- 
ment to  preserving  and  improving  their  neighborhood. 

People  want  to  live  in  cities.  That  means  there  is  economic  life  to  be 
brought  back  into  cities  as  well.  It  is  people  who  make  this  house  worth  a 
$60,000  mortgage.  All  our  complicated  real  estate  and  financial  transactions 
are,  simply,  a  response  to  what  people  want. 

Fannie  Mae,  the  Federal  National  Mortgage  Association,  is  a  shareholder- 
owned  corporation  which  helps  meet  people's  housing  needs  by  supplying 
money  to  the  home  mortgage  industry.  Since  1968,  our  investment  in  mort- 
gages has  financed  housing  for  close  to  3  million  American  families.  Federal 
National  Mortgage  Association,  3900  Wisconsin  Avenue,  N.W,  Washington, 
D.C.  20016. 

FANNIE  MAE  America's  Mortgage  Resource 
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WHAT'S  SO  GOOD  ABOUT 
OUR  ROOF  SPRAY  SYSTEM? 

1.  ECONOMY.  The  Randustrial®  Roof 
Spray  Process  can  save  you  up  to  50%  on 
labor  costs  —  because  your  own  men  do  all 
the  work.  We  loan  you  the  equipment 
FREEOFCHARGE. 

2.  CONVENIENCE.  You  decide  when  the 
work  is  to  be  done.  We  instruct  your  men 
on  the  use  of  the  equipment  and  proper 
roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial  ®'s  quality  roofing  ma- 
terials prolongs  roof  life  and  saves  replace- 
ment costs. 

For  full  details  on  the  Randustrial®  Roof 
Spray  Process  and  a  FREE  copy  of  our  64 
page  Industrial  Maintenance  Catalog,  simply 
inquire  or  call  us  collect  at  (216)  283-0300. 


■  Randustrial  ® 

mSSSM  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.  Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Firth  Avenue 
New  York.  N.Y  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 
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Getty  gets  going 

"With  Getty's  enormous  cash  flow,  deci- 
sions have  to  be  made  about  where  that 
money  ought  to  be  reinvested,"  Forbes 
commented  last  year  (Oct.  29,  1979),  add- 
ing that  Getty  Oil's  president,  Sidney  R. 
Petersen,  in  June  1980  was  due  to  be  the 
company's  first  chairman  without  a  hard 
hat  and  oil-stained  gloves.  His  financial 
background  made  him  ideal  for  riding 
herd  on  an  acquisition  program,  Forbes 
noted. 

Getty  Oil  opened  1980  by  paying  about 
$620  million  cash  for  Reserve  Oil  &.  Gas 
of  Denver.  Last  month,  Petersen's  new 
chairman's  seat  barely  warm,  Getty 
reached  into  the  cash  drawer  for  another 
$570  million  in  a  $97-a-share  bid  for  ERC 
Corp.,  a  white-knight  gambit  that  should 
end  the  efforts  of  Connecticut  General 
Insurance  to  acquire  the  big  Kansas  City 
reinsurance  firm.  (Connecticut  General 
had  bid  $80  and  Wall  Street  expects  Pe- 
tersen's offer  will  stop  that  move  cold.) 
Along  the  way,  Getty  put  up  a  rumored 
$10  million  for  a  TV  sports  network,  a 
few  million  more  for  a  cable-TV  movie 
operation  in  a  joint  venture  with  four 
major  movie  companies,  and  in  mid-June 
announced  a  $60  million  deal  for  a  Utah 
coal-mining  operation. 

Sporting  a  pale  lavender  tie  and  match- 
ing pin-striped  shirt,  Petersen  is  a  far  cry 
from  his  predecessors  but  his  philosophy 
is  right  out  of  the  classic  Spindletop 
manual.  Oil  companies  like  businesses 
that  need  a  minimum  of  tending  with 
lots  of  assets  per  employee.  ERC  fits  the 
bill;  the  reinsurance  firm  has  assets  of 
$1.5  billion  and  a  modest  600-person 
payroll.  Earnings  last  year  were  $47  mil- 
lion but  cash  flow  added  up  to  $200  mil- 
lion. When  the  property/casualty  busi- 
ness is  off  (as  it  is  right  now)  Petersen 
can  pull  cash  out  of  his  new  acquisition 
and  funnel  it  into  oil  investments,  he 


Sidney  Petersen  of  Getty 
The  beautiful  problem  of  money. 


points  out.  When  the  sun  shines  agi 
insurance,  he  can  reverse  the  flow 
feel  comfortable  with  the  deal,"  he 
"The  business  is  compatible  wit 
way  of  thinking.  It  has  a  cash  Hoi 
ture  and  management's  job  is  to  rei 
that  cash  flow." 

With  outlays  of  $  1 .2  billion  in  les 
a  year  for  the  two  deals  above,  G 
treasury  has  been  trimmed,  but  it' 
flow  remains  huge  and  it  still  has 
to  borrow.  And  borrowing  is  now  a 
bility  at  Getty,  even  though  the 
pany  founder,  legendary  J.  Paul  C 
used  to  say  debt  kept  him  awa 
night.  Petersen  thinks  differently, 
only  $227  million  in  debt  (com 
with  shareholder  equity  of  $3.4  bil 
his  borrowing  power  is  probably  i:| 
billions.  "Our  problem,"  the  new  a 
man  says,  "is  we've  underutilizec 
cash  resources  and  borrowing  capac 

Getty's  cash  box  should  be  easil 
plenished.  In  1978  the  company  was 
ing  its  North  Sea  oil  for  $13  a  b; 
today  the  price  is  closer  to  $33.  Ca 
nia  heavy  oil,  another  Getty  gusher, 
goes  for  $24  a  barrel;  a  year  ago  th 
was  $6.  In  the  first  quarter  of  1980 
ings  went  up  109%,  to  $2.75  a  share 

Despite    headline-grabbing  vem 
into  insurance  and  entertainment,  P 
sen  says  the  company  is  still  focuse 
natural  resources.  "We've  looked  at  s 
forest-product  companies,"  he  says, 
when  we  ran  the  numbers  and  saw 
much  people  were  paying  for  timbei 
couldn't  figure  out  why."  When  he 
Getty  do  figure  out  why,  forest-pro 
companies  best  beware.  That  cash  bi 
potent — and  handy.  Asked  why  he  c 
to  make  all  these  transactions  with 
cash,  Petersen  says  simply:  "I  guess 
cause  we  had  it." 


( 


So  who  needs  frills? 

Two  years  ago,  with  just  a  touch  of 
descension,  Forbes  (June  12.  1978) 
eluded  Days  Inns  of  America  in  a  re 
on  budget  motels  titled  "On  the  Che 
The  only  points  considered  notewoi 
about  the  privately  owned  chain  w 
that  it  served  no  alcohol  (a  tribute  tc 
Baptist  founder),  provided  not  one 
two  Bibles  in  every  room  and  gave 
counts  to  senior  citizens. 

Chic  or  not,  Days  Inns,  founded 
1970  by  an  Atlanta  real  estate  man, 
done  very  nicely,  thank  you.  In  197j 
had   291    units   concentrated  in 
Southeast.  Today  it  has  308  inns 
lodges  in  28  states  and  Canada  [1 
owned,  60%  franchised,  the  rest  afi 
ated)  and  is  shooting  for  1,000  by 
end  of  the  Eighties.  Last  year's  reverl 
were  close  to  $110  million;  profits  v\ 
up  54%  and  expected  to  go  up  anc 
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UK  IS  FILLED 

WITH 

:0MPROMISES. 
A  $30.000 CAR 
SHOULDN'T  BE. 


In  these  times  of  performance- 
■appmg  anti-pollution  laws,  fuel 
equirements  and  safety  regula- 
10ns,  it  is  becoming  increasingly 
iifficult  to  build  cars  that  are 
;till  worth  driving. 

Certain  observers,  given  to 
iark  prophecies,  have  even 
;one  so  far  as  to  predict  a  gen- 
>ration  of  fatally  uninspired, 
rrevocably  compromised  auto- 
mobiles. 

Expensive  luxury  sedans  that, 
n  the  somewhat  colorful  prose 
>f  Car  and  Driver  magazine, 
'. . .  ride  like  pillows  when  you 
:ruise  them  and  squeal  like  pigs 
vhen  you  push  them." 

A  dour  prediction  indeed.  But 
ortunately  one  that  does  not 
ake  into  consideration  the  inven- 
ive  genius  and  the  obsessive 
ietermmation  of  the  engineers 
it  BMW  in  Munich,  Germany  to 
)uild  extraordinary  automobiles. 

Against  all  odds,  the  BMW 
733i  not  only  meets  the  critical 


demands  of  society,  it  does  so 
without  ever  once  violating  our 
conviction  that  extraordinary 
performance  Is  the  only  rational 
justification  for  owning  an  ex- 
pensive car. 

PERFORMANCE  AND 
EFFICIENCY  CAN  COEXIST 

UNDER  THE  SAME  HOOD. 

In  a  very  real  sense,  the  BMW 
733i  is  a  seemingly  incongruous 
combination  of  qualities  many 
automakers  insist  are  mutually 
exclusive. 

While  the  733i  is  the  largest 
BMW  sedan,  its  size  in  no  way 
hampers  its  uncanny  agility,  its 
responsiveness  to  the  driver,  or 
its  singular  capacity  for  remov- 
ing the  drama  from  even  the 
most  hair-raising  road  conditions. 

Indeed,  its  suspension  sys- 
tem—independent on  all  four 
wheels— has  been  described  by 
Car  and  Driver  magazine  as 
". .  .the  single  most  significant 
breakthrough  in  front  suspen- 


sion design  in  this  decade." 

Press  the  accelerator  and  the 
733i's  fuel-injected,  3.2-liter, 
overhead  cam  engine  responds 
in  a  manner  that  would  be  exhil- 
arating—even  by  pre-pollution 
control  standards. 

Yet,  the  733)  (with  standard 
transmission)  delivers [16]  EPA 
estimated  mpg,  23  estimated 
highway  mileage  and,  based  on 
these  fiRures,  an  estimated  mpg 
range  of  1360 [miles  and  a  high- 
way range  of  518  miles. 

(Naturally,  our  fuel  efficiency 
figures  are  for  comparison  pur- 
poses only.  Your  actual  mileage 
and  range  may  vary,  depend- 
ing on  speed,  weather  and 
trip  length.  Your  actual  highway 
mileage  and  highway  range  will 
most  likely  be  lower.) 

And,  when  you  slide  behind 
the  wheel  of  the  BMW  733i,  you 
will  notice  an  object  just  to  your 
right  that  should  give  you  con- 
siderable insight  into  the  some- 


what divergent  philosophy  o 
BMW.  It's  called  a  manual  trans- 
mission. 

Unaccountably,  the  733i  is 
the  only  "luxury  sport  sedan"  in 
its  price  class  to  provide  one  as 
standard  equipment.  (Automatic 
is,  of  course,  available.) 
LUXURY  NEEDN'T  BE 
SYNONYMOUS  WITH 
SUPERFLUOUS. 

It's  difficult  to  imagine  an 
appointment,  a  convenience  or 
an  accessory  that  has  been 
omitted  in  the  BMW  733i. 

AM  /  FM  stereo  cassette,  elec- 
tric sunroof,  electric  windows, 
electric  rearview  mirror— even  a 
central-locking  system  that  locks 
all  four  doors,  the  trunk  lid  and 
the  gas  door  with  the  turn  of  a 
single  key— are  all  standard 
equipment. 

Yet,  all  facets  have  been  bio- 
mechanically  engineered  to 
the  nth  degree  to  help  eliminate 
driver  fatigue. 

Its  seats  are  anatomically 
shaped  buckets,  covered  in  wide 
rolls  of  supple  leather.  Its  front 
seats  are  so  thoroughly  adjust- 
able that  it  is  all  but  impossible 
not  to  find  a  comfortable  driving 
position. 

All  vital  controls  are  within 
easy  reach.  The  tachometer, 
speedometer  and  ancillary  in- 
struments are  large,  well- 
marked  and  totally  visible— set  in 
a  dashboard  that  sweeps  out  to 
meet  the  driver. 

"If  you've  driven  any  BMW  in 
the  last  ten  model  years,"  writes 
one  automotive  journalist,  "lean 
back,  close  your  eyes  and  imag- 
ine that  car  honed  and  polished 
to  the  limit  of  human  finesse. 
That  would  be  the  733i..." 

If  you  find  the  notion  of  own- 
ing such  a  car  more  than  a  little 
intriguing,  we  sug- 
gest you  phone  your, 
nearest  BMW  deal- 
er and  arrange  a 
thorough  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE. 

BMW,  MUNICH, GERMANY 


>  1979  BMW  of  North  Amenca  Inc  The  BMW  Iradema'k  and  logo  are  registered  trademark*  ot  Bayensche  Motoren  Werke  A  G 
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33%  in  1980.  Gasoline,  bugaboo  o| 
travel  industry  for  the  last  few  years 
been  no  problem  for  Days  Inns  gu 
Most  hotels  in  the  chain — sixth-la 
full-service  operation  in  the  U.S. — 
24-hour  self-service  pumps  that  st 
in  constant  operation  through  the  1 
est  days  of  the  oil  crunch  (and  prod 
revenues  of  $24  million  and  profi 
$1.4  million  last  year). 

The    thrift    theme  originated 
founder  Cecil  B.  Day  who,  with 
children,  had  a  personal  interest  in 
cost  vacations.  In  1970,  after  liqu 
ing  $5  million  of  his  real  estate  r 
ings,  he  set  up  Days  Inns.  The  tern 
ance  touch  and  the  extra  Bible  (or 
standard,  the  other  revised)  also  c 
naturally.  Day's  father  was  a  Ba| 
minister.   The   current   boss,  Ric 
Kessler,  is  cast  in  the  same  mold 
Day  (who  died  in  December  197? 
age  43) — a  Southern  Baptist,  a  Gee 
Tech  graduate  and  the  product  of  M 
he  calls  a  "frugal  childhood."  Now 
Kessler  has  been  with  the  opera 
since  its  inception,  supervising 
struction,  then  finance  and  finally 
whole  shebang  as  chairman,  presid 
chief  executive  and  15%  owner.  (C 
Day's  widow  and  children  own  80 

No  frills  and  low  cost — the  avei 
room  tab  is  $19 — are  still  the 
The  chain  has  no  convention  or  m 
ing   spaces,   no   lobbies,   no  bars 
cocktail   lounges   (though  guests 
bring   their   own   liquor).   Days  I 
likes  to  call  itself  "budget-luxury," 
the   only   concessions   to  luxury 
swimming  pools,  color  TV,  gift  sh 
restaurants  and  those  always-open 
pumps.  And  even  with  recession 
still-rising  prices,  Days  Inns  keeps 
innkeeper's    smile.    "We're  expec 
our  best  summer  ever,"  says  Treas 
Ken  Neimann. 


DAYS  I N 


1 
i 


Richard  Kessler  of  Days  I>i?is 
Bed  and  board— and  gas  to  get  home 
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Cleanliness  maybe  next  to  godliness. 

But  in  some  Dutch 
harbors,  it  was  next  to  impossible. 


The  well-known  feeling 
of  the  Dutch  for  cleanliness 
didn't  stop  at  the  water's 
edge. 

And  what  they  saw  in 
some  of  their  harbors  was 
disconcerting,  to  say  the  least. 

Every  time  that  a  ship 
pumped  water  out  of  its 
bilge,  there  was  a  good 
chance  waste  oil  would  be 
pumped  out  with  it. 

The  result  was  a  worri- 
some oil  slick  —  a  slick 
spreading  over  many  of  the 


world's  harbors  these  days. 

(Indeed,  back  in  1973 
an  international  maritime 
ruling  called  on  ships  every- 
where to  monitor  their  oil 
waste,  to  avoid  worries  like 
these. ) 

What  to  do?  Some  of  the 
people  of  ITT  came  up  with 
an  ingenious  answer —an 
optical  fiber  device  that  care- 
fully "watches"  a  ship's  bilge 
water. 

A  laser  beam  scans  the 
bilge  waste  being  pumped 


out.  And  if  the  oil  levels  are 
too  high,  an  alarm  goes  off. 

So,  the  pumping  can  be 
stopped. 

Our  ITT  device  was  the 
first  anywhere  to  be  govern- 
ment certified,  meeting  the 
required  performance 
standards  for  this  urgent 
monitoring  task. 

Obviously,  no  one  ex- 
pects to  unpollute  the  world's 
harbors  overnight. 

But  the  least  we  can  do 
is  give  it  a  good,  clean  try. 


The  best  ideas  are  the  I  '  |  "  I ' 
ideas  that  help  people.  JL  JU  JL- 


©  1980  International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue.  New  York.  N  Y  1002 


Flashbacks 


Edited  By  Dero  A.  Saunders 


Items  of  interest  from  issues  of  Forbes  of 
60,  50  and  25  years  ago. 


Sixty  years  ago  in  Forbes 


/  'nited  Fruit  Co  head  Minor  C  Keith 
Leading  developer  in  Central  America. 


Trade  prospects  in  Central  America  are 

now  very  bright.  That  part  of  the  world 
was  neutral  during  the  war,  prices  for 
their  products  were  low,  and  great  diffi- 
culties of  transportation  hindered  them 
in  their  exports  and  imports.  But  since 
the  armistice  then  products,  principally 
eoltee  and  sugar,  have  increased  more 
than  two-fold  in  market  value,  so  that  at 
present  they  are  extremely  prosperous. 
Moreover,  they  face  the  future  with  add- 
ed assurance  because  they  have  escaped 
the  heritage  of  enormous  war  obligations 
which  press  heavily  upon  the  finances  of 
this  country  and  the  European  partici- 
pants in  the  war. 

Very  few  business  men  have  received 
honorary  degrees  this  year  from  univer- 
sities and  colleges.  The  university  dig- 
nitaries apparently  believe  in  showering 
their  honors  upon  people  purely  of 
their  own  class.  Wouldn't  it  be  well  it 
everything  possible  were  done  to  whet 
the  business  world's  interest  in  our 
scats  of  learning?  Many  business  lead- 
ers have  something  besides  money  which 
they  could  contribute  to  the  work  of 
universities. 

The  latest  is  the  endowment  of  a  course 

in  industrial  supervision  and  employ- 
ment management  for  women  at  Bryn 
Mawr.  We  have  never  seen  anything  like 
this  before.  The  standard  set  lor  students 
is  high;  only  college  graduates  arc  ad- 
mitted. This  innovation  is  in  line  with 
the  trend  of  the  times.  Women  now  fig- 


ure so  prominently  in  business  and  in- 
dustrial life  that  steps  should  be  taken  to 
bring  the  order  of  things  into  harmony 
therewith.  Forbes  has  urged  the  admis- 
sion of  women  to  the  directorates  of 
companies  which  either  employ  large 
numbers  of  women  or  sell  their  product 
in  whole  or  in  part  to  women.  This  publi- 
cation, therefore,  welcomes  the  estab- 
lishment of  a  high-grade  course  to  train 
women  for  supervisory  and  executive  po- 
sitions in  industrial  establishments 

A  sales  manager  who  is  touring  the  coun- 
try finds  that  the  buying  of  luxuries  has 
almost  ceased  among  the  class  which 
lost  their  heads  by  receiving  unprece- 
dentedly  high  wages  during  the  war.  Not 
so  many  pianos  and  phonographs  are  go- 
ing into  working  class  homes.  There  is  a 
tailing  off  in  the  demand  tor  carpets  and 
rugs.  .  .  .  The  scramble  tot  costly  furni- 
ture has  also  abated.  Shoes  costing  any- 
where from  $12  to  $20  have  lost  their 
appeal  to  many  persons  who  have  been 
indulging  themselves  during  the  last  two 
or  three  years.  The  bloom  is  off  the  jew- 
elry  business. 

Is  there  not  grave  profiteering  in  coal? 

Prices  as  high  as  $15  a  ton  are  said  to 
have  been  paid  by  steamers  in  New  York 
harbor,  while  railroads  are  paying  higher 
prices  for  their  huge  requirements  than 
an  ordinary  householder  used  to  pay  for 
his  few  tons.  Does  it  not  look  as  if  coal 
companies  are  gouging  the  public  as  gaily 
as  ever  the  sugar  or  woolen  overlords 
dared  to  practice?  Coal  used  to  sell  at  the 
pitmouth  for  two  dollars  or  less  a  ton, 
and  although  wages  and  other  costs  have 
advanced,  production  expense  has  not 
risen  anything  like  the  percentage  of  ad- 
vance which  has  been  made  in  the  sell- 
ing price. 


Fifty  years  ago 

The  Appellate  Division  in  New  York  has 

rendered  a  decision  of  great  importance 
to  accountants  and  of  interest  to  busi- 
nessmen. A  well-known  firm  of  accoun- 
tants examined  and  reported  on  the  fi- 
nancial condition  of  a  firm,  at  its  request. 
Based  on  the  certified  figures,  another 
concern  advanced  money.  The  loser 
brought  suit  against  the  accountants. 
The  lower  court  held  that,  inasmuch  as 
the  accountants  were  not  engaged  by  the 
lenders,  the  accountants  had  no  respon- 
sibility whatsoever  toward  them.  The 
Appellate  Court  has  reversed  that  ruling 
and  awarded  compensation  to  the  lend- 
ers for  the  losses  they  incurred.  The 
court  held  that  public  accountants  who 
make  audits  for  corporations  with 
knowledge  that  their  reports  and  certifi- 
cates of  audit  are  to  be  used  in  borrowing 


money  will  be  held  responsible  for 
gence  in  making  up  the  audit  if  i 
result. 

The  southwestern  oil  producing  j 

.  .  .  have  again  become  the  key  ti 
general  petroleum  situation.  Upoi 
success  of  fresh  efforts  to  curtail  pn 
tion  in  Texas  and  to  prorate  future  j| 
in  the  Lea  County,  New  Mexico  area 
depend  the  immediate  prosperity  < 
raw  material  branch  of  the  petro 
industry. 


Twenty  five  years  ago 

Cigarette-cancer  squabble  [is]  smc 
again  with  the  American  Cancer 
ety's  latest  report  that,  among  men 
smoked  two  or  more  packs  a  day, 
cancer  was  an  important  cause  of  di 
second  only  to  heart  disease.  Pron 
blasting  the  findings,  the  industry-S 
sored  Tobacco  Research  Commute 
ported  the  results  were  purely  statisl 
tailing  to  take  into  account  "impol 
environmental  .  .  .  occupational,  p 
ical  and  emotional  factors.  .  .  ." 

Jim  Rand  [of  Sperry  Rand]  got  the  i 
on  business-machine  competitors  1 
in  1951  by  producing  the  first  g 
"electronic  brain"  computers  for  q 
mercial  use.  .  .  .  Even  with  this  1 
start,  Sperry  Rand  faces  many  a  hu 


Sperry  Rand  head  James  Rand 


ahead.  The  electronics  industry  is  stil] 
its  sclf-diapenng  infancy,  and  the  field 
swarming  with  such  savvy  competii 
as  General  Electric,  Wcstinghouse,  RC 
National  Cash  Register  and  Undcrwoi 
IBM,  for  one,  is  hard  at  work  on  a  ni 
"705"  computer,  which  will  go  on  1 
market  soon  in  direct  competition  w 
Remington  Rand's  Univac. 
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AEP  plans  study 
of  acid  rain. 


The  American  Electric 
Power  System  announced  to- 
day an  agreement  with 
Battelle  Memorial  Institute's 
Columbus  Division  in  Colum- 
bus, Ohio  to  conduct  research 
on  acid  rain.  The  study  will 
begin  this  month  and  is  ex- 
pected to  be  completed  by 
August  1. 

W.  S.  White  Jr.,  AEP 
chairman  and  chief  executive 
officer,  said  the  purposes  of 
the  study  are  to: 

•  Determine  what  is  now 
known  about  the  formation, 
transport,  deposition  and  ef- 
fects of  acid  rain  from  an 
environmental  standpoint. 

•  Determine  what  re- 
search efforts  are  currently 
under  way  or  planned  on  acid 
rain,  as  well  as  the  scope  of 
these  efforts. 

•  Determine  what  addi- 
tional research  efforts  are 
needed  to  develop  factual 
conclusions  and  recommen- 


dations concerning  the  envi- 
ronmental causes  and  effects, 
whether  detrimental  or  bene- 
ficial, of  acid  rain. 

White  said  existing  acid 
rain  dispersion  models  will  be 
assessed  and  comments  will 
be  sought  from  the  U.S. 
Environmental  Protection 
Agency  regarding  these 
models. 

Commenting  on  the  need 
for  the  study,  White  said, 
"This  represents  an  effort  to 
outline  just  what  facts  are 
available  now  and  what 
evidence  is  missing  in  gaining 
an  understanding  of  the  issue 
of  acid  rain.  We  feel  strongly 
that  private  and  government 
research  must  be  conducted 
on  the  causes  and  effects  of 
acid  rain  before  any  untoward 
action  is  taken  to  legislate  or 
otherwise  impose  mandates 
that  involve  massive  financial 
commitments  without  any 
assurance  of  success." 


Muncie,  Indiana  Evening  Press 
May  9,  1 980 


Were  American  Electric  Power. 
Were  also  Appalachian  Power, 
Columbus  and  Southern  Ohio  Electric, 
Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
and  Wheeling  Electric. 

American  Electric  Power 


Readers  Say 


Was  he  paroled? 

Sir:  Re  Jimmy  Carter's  recent  self-con- 
finement to  the  White  House  Rose  Gar- 
den: I  thought  he  was  required  to  remain 
in  the  White  House  because  he  couldn't 
leave  the  scene  of  the  crime. 
— J.T.  Gamer 
Waneuto>i,  Va 


Social  Security  shaky 

Sir:  Re  Ashby  Bladen's  article  on  Social 
Security  ("The  shocking  shape  of  things 
to  come,"  .Iter  26).  If  real  wages  rise  at  a 
rate  of  1.2%  per  year  (modest  by  histori- 
cal trends),  then  three  workers  in  2025 
can  support  one  Social  Security  recipient 
from  the  same  proportion  of  their  in- 
come as  five  do  now.  This  assumes,  of 
course,  that  Social  Security  benefits  will 
not  be  increased  faster  than  the  cost  of 
living. 

— KG.  MacPherson 
Oak  Ridge.  Term. 

Mr.  Bladen  replies:  The  real  standard  of 
living  of  the  average  factor)'  worker  has 
already  fallen  by  nearly  10%  from  its  peak 
several  years  ago.  If  the  basic  thrust  of  our 
national  policies  were  sound  a  single  un- 
wise program  could  probably  he  sustained 
If  we  do  not  do  something  decisive,  we  will 
become  a  poor  people  just  as  the  British  have 
done  before  us.  and  for  very  much  the  same 
reasons. 


Not  so  open 

Sir:  You  quote  West  Germany's  head 
economist  as  saying  that  West  German 
markets  are  "equally  open  to  imports." 
They're  not. 

Using  a  banner  of  national  defense,  in 
recent  trade  negotiations,  EEC  insisted 
three  significant  market  areas  be  "pro- 
tected"— telecommunications,  electric 
utilities  and  transportation.  The  U.S. 
now  lies  further  exposed  to  intrusions  at 
home  by  European  competitors  who 
need  not  fear  penetration  of  their  home 
markets  by  U.S.  manufacturers. 
— Stephen  C.  Jenkins 
Clifton  Park.  NY. 


Defending  a  subsidy 

Sir:  In  "Trends"  (May  12),  UCLA  econo- 
mist George  W.  Hilton  says  Amtrak  has 
lost  $2.5  billion  in  the  last  nine  years. 
Amtrak  is  a  service  of  our  government  to 
those  taxpayers  who  prefer  to  "take  the 
train."  The  so-called  loss  is  actually  a 
cost  for  a  necessary  facility  of  govern- 


ment operating  for  its  true  owners.  Hil- 
ton's source  of  income  is  from  govern- 
ment— UCLA — the  taxpayers  of  Califor- 
nia; does  UCLA  close  down  if  it 
continues  to  lose  money  through  requir- 
ing tax  support? 
— William  S.  Marbourg 
Tarpon  Springs,  Fla 


Low-wage  doctor? 

Sir:  Re  doctor  house  calls  (Readers  Say, 
May  26).  Fifty  cents  times  981  miles  plus 
a  $25  house  call  equals  $515.  If  the  doctor 
averages  50  mph,  the  round  trip  will  take 
39  hours  plus  1  hour  for  a  house  call,  or  a 
40-hour  week.  If  he  deducts  just  gasoline, 
$164,  and  meals  and  lodging,  $220,  this 
leaves  him  with  $131,  or,  for  his  40-hour 
work  week,  an  hourly  wage  of  $3.28. 
Does  the  good  doctor  wish  to  reconsider!' 
— Rex  Stee/man 
Kansas  City.  Mo. 


Elan  not  enough 

Sir:  While  Edward  Luttwak's  point 
about  excessive  reliance  on  technological 
fixes  in  the  American  military  establish- 
ment is  well  taken  /.As  I  See  It.  May  26),  he- 
does  sound  reminiscent  of  the  French 
military  at  the  turn  of  the  century,  who 
insisted  that  e'lan  (roughly,  spirit)  would 
prevail  over  new  technology  and  that  the 
infantry  charge  would  always  carry  the 
day  in  battle. 

The  machine  gun  proved  them  (and 
others)  wrong  to  the  tune  of  millions  of 
dead  in  World  War  I. 
—Michael  C.  Lynch 
Cambridge.  Mass 


Golden  birthday  present 

Sir:  I  laughed  when  I  read  the  recent  Fact 
and  Comment  segment  (May  26)  pertain- 
ing to  the  $1,000  bond  presented  to  MSF 
by  his  father,  B.C.  Forbes,  on  the  occa- 
sion of  B.C.'s  50th  birthday. 

I  recall  that  B.C.  surprised  his  employ- 
ees by  taking  us  all  to  lunch  at  the  Fifth 
Avenue  Hotel  and  we  were  given  gold 
pieces  (I  believe  mine  was  for  $5).  I  was 
lust  16,  newly  employed.  Would  that  I 
had  held  on  to  it! 
— Edith  Ylayham  Irvine 
Garland  Tex 


Still  a  hero 

Sir:  The  account  of  the  Chesapeake's 
defeat  by  HMS  Shannon  in  Here  Lies 
America  by  Eills  and  Hayden  (Other  Com- 


ments, June  9)  is  suited  to  their  title 

They  say  the  American 
".  .  .  simply  fled.  The  Chesapeake  s 
her  colors  and  Lawrence  was  dea 
We  wonder  why  [the  commander'4 
Lng  words  ('Don't  give  up  the  ship! 
came  a  rallying  cry,  a  symbol  of  \ 
courage,  when  'give  up  the  ship' 
exactly  what  they  did." 

In  Harry  L.  Coles'  The  War  of  1  HI 2 
may  read  a  more  accurate  account, 
order  was  obeyed  literally;  no  Ame 
ever  did  haul  down  the  flag."  The  Bi 
took  the  ship  after  bitter  hand-to 
fighting. 

— Riley  Sunderland 
liar  Harbor.  Me 


Inappropriate  tax  cut 

Sir:  In  your  comments  (Tact  and  ( 
ment.  May  12)  on  the  Administrat 
"wrong  emphasis"  of  monetary  pc 
the  Capitalist  Tool  suggests  income 
reduction  across  the  board.  Would  th 
appropriate  for  a  generation  of  conf- 
ers that  has  learned  to  spend  all, 
none?  What  this  country  needs  is  a  \ 
individual  money  management  eour 
—Jerry  C.  Kt  tight 
Grand  Junction,  Colo 


Costly  helium 

Sir:  Re  your  comments  on  Maxie  An 
son's  helium  balloon  trip  across  the 
tinent  (Fact  and  Comment.  June  9). 
figures  for  the  cost  of  the  helium  are 
low.  The  Kitty  Hawk  was  loaded 
200,000  cubic  feet  of  high-purity  he 
retailing  at  around  $25  per  thousand 
transportation  costs.  Incidentally, 
um  for  the  Kitty  Hawk  was  supplied 
loaded  by  Cities  Service. 
— Richmond  B  Galbreath 
Executive  Vice  President. 
Cities  Service  Co. 
Tulsa.  Ok/a 


Forbes  not  stuffy 

Sir:  There  are  a  lot  of  Forbes  readers 
there  in  the  hinterland,  and  one 
another  they  pressed  upon  me  you 
view  of  my  book  Dateline  America  (F| 
court  Brace  Jovanovich,  Inc.). 

Your  dead-accurate  restaurant  rec 
mendations  alone  are  worth  the  $2 
my  book,  I  think  I  called  Forbes 
zine  stuffy.  This  is  a  retraction. 
— Charles  Kuralt 
CBS  News 
New  York.  N  Y. 
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CANON 

MTRODUCES 
THE  WORLD'S 

MOSTCOMMCT 
BK  COPER. 


3t  much  larger  than  a  typewriter.  Yet  it  can  copy  on  virtually  any  paper.  Up  to  11  x  17.  At  20  copies  per  minute  letter  size. 
The  reason:  Micro-Computer  technology.  Fiber  optics.  A  revolutionary  "Toner  Projection"  system. 
Canon  NP-200.  A  new  monocomponent  plain  paper  copier.  That  fits  your  needs.  Your  office.  And  your  budget. 


a  deep  impression. 


he  Case  name  is  highly  respected  by  construction 
quipment  experts  on  six  continents.  This  particular 
20'  x  30'  x  4'  deep  earth  sculpture,  the  handiwork  of 
ne  talented  operator  and  his  Case  loader/backhoe, 
emonstrates  the  precision  and  maneuverability  of 
le  machine  that's  the  number  one  choice  of  contrac- 
ts around  the  world. 

utwe  produce  more  than  loader/backhoes.  Infact,  we 
ffer  construction  equipment  customers  the  broadest 
ne  of  equipment:  crawler  loaders  and  dozers,  hydrau- 
z  shovels  and  excavators,  wheei  loaders,  skid  steers, 


trenchers  and  compactors.  Quality  machines  that  are 
supported  by  a  parts  supply  system  that  uses  the 
latest  in  computer  technology  to  keep  them  on  the  job 
all  over  the  world. 

Such  impressive  performance  by  Case  has  made  it  the 
the  fastest-growing  company  in  the  field  and  the 
second  largest  construction  equipment  manufacturer 
in  North  America. 


J  I  Case 

A  Tenneco  Company 
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There's  never  been  a  low  tar  with  richer  taste. 


Kings.  9  mg.  "tar",  0  .7  mg.  nicotine;  100's,  10  mg.  "tar" 
0 .8  mg.  nicotine  av.  per  cigarette,  FTC  Report  Jan.  '80. 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE'LL  BE  LUCKT  IF  CARTER'S  BALANCED  BUDGET 

ends  up  only  $50  billion  in  the  red — in  spite  of  all  the 
additional  tax  revenues  this  Administration  is  collecting. 

IF  YOU  WORKED  EIGHT  HOURS  TODAY 


iurs  and  52  minutes  of  it  you  spent  earning  enough  to  pay 
:deral,  state  and  local  taxes.  That's  an  average,  according 
Tax  Foundation.  Since  you're  probably  well  above  aver- 
m  can  take  comfort  from  the  fact  that  you  worked  from 
lorning  until  a  late  lunch  for  the  government. 
)f  the  2.8  million  full-time  federal  employees,  I'm  sure, 
preciative.  And,  even  with  inflation,  you  only  had  to 


work  5  minutes  longer  on  their  behalf  this  year  over  last. 

It's  nice  to  know  that  the  feds  themselves  will  take  only 
22%  of  our  gross  national  product  in  fiscal  1981.  While  this  is 
higher  than  that  required  during  the  peak  of  World  War  II, 
there  is  an  act  (Humphrey-Hawkins)  which  says  their  take 
should  be  no  more  than  20%  of  the  GNP.  But  that  is  being 
ignored,  bypassed  as  "unrealistic." 


WITH  A  CREDIT  SEEKING  FLOURISH,  CARTER  HAILED 

reement  by  Volkswagen  to  take  over  for  automobile  we  have  at  the  ready,  Mr.  Carter  would  be  giving  a  priority 
acture  a  Michigan  missile  plant  where  production  is  and  seeking  applause  for  turning  closed  automobile  plants  (as 
lied  to  end  in  October.  "Almost  literally,  we  can  have  a  at  Chrysler  and  Ford)  into  the  making  of  needed  swords,  i.e., 
:  of  swords  into  plowshares,"  trumpeted  our  President.  tanks,  spare  parts  and  all  the  other  hardware  we  so  alarm- 
would  think — and  hope  and  pray — that  after  our  mili-  ingly  lack, 
luipment  ignominy  in  the  Iranian  rescue  effort,  after  Plowshares  we've  got. 
listan  and  discovering  how  little  military  capability  Swords  we  need. 

RHODESIA  INTO  ZIMBABWE 

So  far,  a  miracle  in  the  making.  What  an  exciting  hope  in  this  time  of 
dismal  international  developments  that  there  is  now  a  possibility  that 
Prime  Minister  Robert  Mugabe  might  turn  out  to  be  another  Kenyatta. 

IF  ANYBODY  SHOULD  HAVE  NUCLEAR  PLANT  NEUROSIS 


:  Japanese,  as  the  atomization  of  Hiroshima  and  Nagasa- 
e  them  a  firsthand,  horrific  experience  of  what  that 
id  could  do  even  in  its  earliest,  crudest,  least  powerful 
s  a  weapon. 

in  [apan  today  there  are  16  atomic  energy  plants  in 
ion  and  they  have  announced  plans  to  build  19  more, 
in  Salisbury,  KXL  commentator  in  Portland,  Ore., 


comments:  "To  those  of  us  who  have  watched  Japan  come 
from  a  third  world  power  to  a  position  of  preeminence,  the 
answer  for  Japan's  power  stance  is  very  simple.  The  Japanese 
are  an  intelligent  and  practical  people  and  understand  full  well 
that  the  risks  of  atomic  power  are  small  compared  to  the 
risks  of  an  energy-short  Japan.  Is  anyone  in  energy-short 
America  listening'" 
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IN  CASE  YOU  UNDERESTIMATED  WHAT  PLASTIC  MONEY 

has  done  for/to  consumer  spending  and  the  vast  growth  in    he  keeps  handy  in  a  250-foot-long  wallet, 
consumer  credit,  there's  the  tale  of  California's  young  Wal-       Mr.  Cavanagh  says  that  if  he  charged  all  he  could  o 
ter  Cavanagh,  who  has  accumulated  1,003  credit  cards  that    cards,  his  line  of  credit  would  total  $1 .25  million. 

AGING  CHALLENGES 


Aging  is  something  we  all  do  every  day  and,  if  we're  lucky, 
we'll  be  part  of  the  living-longer  statistics.  Right  now,  25 
million  Americans — 11.2% — are  over  65.  Incidentally,  speak- 
ing of  sex  inequality,  today's  65-year-old  man  can  expect  to 
carry  on  for  another  13.9  years,  while  his  65-year-old  women 
friends  can  look  forward  to  another  18.4  years  (attributable,  of 
course,  to  the  gentle  care  we  give  'em  all  along  the  way). 

This  increase  of  Mature  Ones — middle-agers  (however  you 
define  the  term)  and  over-65ers — presents  a  whole  new  and 
challenging  market  on  the  one  hand;  on  the  other,  they  them- 
selves are  presented  with  whole  new  challenges  in  living. 

A  healthy  and  growing  percentage  have  more  spendable 
income  than  they  ever  had.  The  kids  are  educated,  grown 
and  gone;  lengthier  vacation  time  or  retirement  itself  gets 
them  into  every  conceivable  leisure  activity;  and  a  greater 
number  of  them  have  the  bread  to  do  it  with.  Here's  a 
market  that  is  relatively  unplumbed  by  Madison  Avenue, 
where  the  dominant  young  in  advertising  are  still  strung 


out  on  the  Young  as  the  main  market. 

But  if  things  and  money  are  not  the  biggest  probler 
many  past-50s,  each  subsequent  decade  sees  more  chalk 
to  the  health  of  both  body  and  mind.  Thinking  posit 
becomes  positively  essential.  As  Norman  Cousins  pui 
"Your  body  will  experience  a  powerful  gravitational  pull  i 
direction  of  your  expectations — positive  or  negative.  .  .  . 
heaviest  artillery  against  illness  will  be  your  will  to  live, 
that  big  gun  going." 

But  even  though  more  of  us  will  be  living  longer  ar 
present  killing  diseases  arc  conquered,  we  will,  in  the  wor 
Lewis  Thomas,  "still  age  away  and  wear  out,  on  about 
same  schedule  as  today,  with  the  terminal  event  being  i 
like  the  sudden  disintegration  and  collapse  all  at  once  of  O 
Wendell  Holmes'  well-known  one-hoss  shay." 

Coping  with  a  longer  life  is  an  exciting  challenge  to  t 
who  do.  But  the  fact  remains  that  the  whole  Trip  is  still  a  s 
one.  Wise  ones,  while  alive,  should  live. 


OF  ALL  SENSELESS  PIECES  OF  FURNITURE 


the  apparently  popular  U-  or  L-shaped 
sofa  has  to  be  the  dumbest  yet  devised. 
For  an  outrageous  price,  you  get  a  cor- 
ner unit  that  only  a  legless  sitter  could 
occupy,  flanked  by  two  other  units 
whose  occupants  have  to  spend  time 
either  playing  footsie  or  kicking  each 


other's  shins.  I  can't  figure  out  whi 
see  so  many  furniture  ads  featii 
these  absurdities.  Is  it  because  pe 
have  more  sense  than  to  buy  them 
the  furniture  stores  are  conseque 
overstocked?  Surely  it  couldn't  be 
cause  they  sell  so  well,  could  it 7 


BOOKS 


Tales  of  Men  and  Money 

,  (v) 


The  Games  Players — by  lohn  Brooks 
(Times  Books,  $15).  John  Brooks  writes 
literature  of  investigative  illumination 
about  corporations,  corporate  tussles  and 
good  and  bad  corporate  tycoons.  This 
volume  of  some  of  his  outstanding  New- 
Yorker  pieces  brings  back  memories  for 
some  of  us  and  brings  alive  what's  new 
history  to  younger  businessmen. 

Excerpt:  There  is  no  record  that  news  of  the  bargain  purchase 
of  Manhattan  Island  by  the  West  India  Company  in  1626  had 
the  slightest  effect  on  the  price  of  its  shares  in  Amsterdam. 
Excerpt:  For  tens  of  millions  of  fortunate  citizens  of  rich 
countries,  [stock  trading!  is,  if  seldom  a  living,  a  source  of 
vast  satisfaction  and  one  of  the  few  entertainments  that 
enjoy  the  sanction  of  social  acceptability  on  grounds  of  util- 
ity. (The  horse  player's  protestation  that  he  is  generating 
taxes  or  improving  the  breed  rings  hollow  beside  the  stock 
player's  that  he  is  helping  finance  industrial  expansion.) 


Long  Gone — by  Paul  Hemphill  (Viking 
Press,  $8.95).  You  don't  have  to  be  into 
baseball  to  find  this  tale  of  a  Florida  coun- 
try boy  who  makes  it  with  a  bottom-rung 
cracker  team  warm,  funny,  loving. 

Excerpt:  Stud  said,  ''There  was  this  kid 
who  was  12  years  old  and  had  never 
spoken  a  word.  Not  a  word.  His  mama 
and  daddy  had  spent  $8,000  on  him  with 
doctors,  trying  to  find  out  why.  Every- 
thing worked,  the  doctors  said,  and  they  couldn't  figure 
why  the  kid  couldn't  talk.  Then  one  day  they're  sitm 
around  eating  Sunday  dinner  and  the  kid  says,  all  oj 
sudden.  'The  peas  are  cold. '  Mama  and  Daddy  go  crazy.  Til 
start  thanking  fesus  and  all  that  and  then  the  old  man  9J 
'  Why  is  it,  son,  that  after  12  years  you  finally  spoke!  Aften 
of  these  years  of  pain  you  finally  spoke.  You  said.  "The  pi\ 
are  cold."  Oh,  what  joy.  But  why,  after  12  years,  did  B 
finally  speak!'  "  Stud  paused  and  glanced  at  Dixie.  "Then  t 
kid  said,  'Well,  up  to  now,  everything's  been  all  right. 
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WHY  IS  IT  EVERYBODY  GETS  SO  MACHO 


oon  as  they  get  behind  the  steering  wheel  of  a  car? 
'hey  become  instant  four-wheel  cowboys  (and  gals),  lip- 
oting  other  drivers  at  the  first  indication  of  being  nosed  out 
he  tollbooth  or  the  traffic  light  getaway,  or  losing  out  in  a 
i  shift.  Literally,  drivers  get  so  angry  at  one  another  they 
berately  rambam  "enemy"  vehicles.  In  several  reported 
:s,  drivers  have  climbed  out  and  committed  murder, 
ven  my  usually  thoughtful,  kind  and  gracious  bride  of  33 
rs'  standing  scowls  and  growls  with  extraordinary  ferocity 
;n  she  feels  some  other  car  has  impinged  on  her  piece  of 
lway  turf. 

nid  Nemy,  that  sparkling,  star  New  York  Times  Style 
lmentator,  observed  how  car  driving  strains  marriages 
ost  to  the  point  of  rupture.  She  quotes  one  wife:  "In  35 
rs  of  marriage,  I  must  have  traveled  100,000  miles  in  the 
ng  direction  with  my  husband.  I've  screamed  and  plead- 
but  he's  as  stubborn  as  an  ox.  Every  time  we  get  into 
car  the  same  thing  happens.  I  wear  out  my  throat,  and 

YOU  WANT  TO  BE  THE  WHOLE  DEAL 

no  one  will  want  to  deal  with  you — 
other  than  to  deal  you  out. 


he  ends  up  on  the  verge  of  apoplexy." 

Another:  "I  hate  driving  with  my  husband;  if- 1  say  some- 
thing, no  matter  what  it  is,  he  tells  me  he  already  knows  it;  if  I 
don't  say  anything  and  we  take  a  wrong  turn,  he  asks  why  I 
didn't  say  something." 

Husbands  have  a  few  observations  on  the  subject  too:  "If 
Columbus  navigated  the  same  way  my  wife  does,  he'd  have 
ended  up  in  South  Africa."  Said  another,  "My  parents  were  a 
really  loving  couple  until  they  got  into  the  car.  Then  my 
mother  would  say  'Watch  the  red  light,'  or  'Don't  try  to  pass 
that  car,'  or  'You're  speeding'  and  finally  my  father  would  start 
swearing  in  Greek,  and  when  he  was  really  infuriated,  he'd 
holler  'If  you  don't  shut  up,  I'll  slit  your  throat.'  Five  minutes 
after  they  got  out  of  the  car,  they'd  be  all  lovey-dovey  again." 

With  cars  smaller,  occupants  closer  and  the  price  of  gas 
soaring,  wouldn't  you  guess  that  tempers  within  cars  and 
directed  at  other  drivers  will  reach  apoplectic  proportions  even 
more  often  and  quicker? 

IF  THERE'S  NOTHING  TO  LOSE 

and  nothing  to  gain, 
what's  the  point? 


LET'S  NOT  BLOW  IT  WITH  ALASKA 


by  M.S.  Forbes  Jr. 

The  U.S.  Senate  this  month  will 
consider  legislation  concerning  the 
status  of  over  100  million  acres  of 
federally  owned  Alaskan  lands.  The 
House  passed  a  bill  (Udall-Anderson) 
on  this  subject  last  year  and  the  Car- 
ter Administration  would  like  the 
Senate  to  do  the  same. 

It  shouldn't.  Instead,  it  should  pass 
a  substitute  bill  reported  out  of  the 
Senate  Committee  on  Energy  and 
Natural  Resources  (S-9)  that  has  the 
support  of  Alaska's  state  government. 

Udall-Anderson,  backed  by  most 
environmentalists,  would  forbid  or  se- 
verely restrain  oil  and  mineral  explo- 
ration and  exploitation  in  some  of  the 
most  promising  areas  of  Alaska.  It  has 
other,  serious  shortcomings  as  well. 

Alaska  is  so  large  that  preservation 
and  sensible,  sensitive  development 
are  easily  compatible.  The  Alaskan 
North  Slope  oilfields  and  pipeline,  for 
instance,  now  supply  us  with  1.5  mil- 
lion barrels  of  petroleum  a  day.  The 
whole  operation  shows  what  can  be 
done  without  inflicting  irreparable 
damage  on  the  environment. 

Less  than  one-third  of  Alaska  has 
been  surveyed  and  there  are  tens  of 
millions  of  acres  that  have  never  been 
visited  by  man.  Under  such  circum- 
stances, it  is  silly  to  put  so  much  of 


this  potentially  mineral-rich  state  in  a 
permanent  deep  freeze. 

With  OPEC  as  powerful  as  ever  and 
with  our  dependence  on  key  industri- 
al commodities  from  overseas  grow- 
ing daily,  balanced  legislation  con- 
cerning Alaskan  land  is  vital. 

S-9  provides  a  better  balance.  It  has 
more  than  enough  environmental 
safeguards.  It  should  be  substituted  for 
Udall-Anderson. 

*    *  * 

Too  many  environmentalists  seem 
to  believe  that  economic  growth  and  a 
better  environment  are  incompatible. 
They  are  not,  of  course.  You  cannot 
have  one  without  the  other. 

These  people  forget  that  preindus- 
tnal  America  was  no  paradise.  When 
the  U.S.  became  independent,  most  of 
the  country  was  pristine  wilderness 
but  life  expectancy  was  only  35  years, 
less  than  in  Bangladesh  today.  Eco- 
nomic development  not  only  has  dou- 
bled the  life  expectancy  in  this  coun- 
try, but  it  has  provided  Americans 
with  the  means  and  the  leisure  time 
to  enjoy  the  woods  and  the  wilderness 
rather  than  battling  them  to  eke  out  a 
living  as  our  ancestors  did. 

UNSOUND  IDEAS 

There  is  growing  talk  about  "^in- 
dustrializing" the  U.S.  (see  Forbes, 
June  23),  and  with  it,  a  plethora  of 


proposals  on  how  to  achieve  that  goal. 

One  path  we  should  not  take  in- 
volves resurrecting  the  Reconstruc- 
tion Finance  Corporation,  which  in 
the  1930s  provided  emergency  loans 
to  banks  and  railroads.  Financier  Felix 
Rohatyn  recommends  an  RFC  to  pro- 
vide "a  safety  net  for  certain  indus- 
tries, financial  institutions  and  mu- 
nicipalities in  serious  difficulties." 

More  often  than  not,  such  an  insti- 
tution would  merely  throw  good  cap- 
ital after  bad.  America's  economic  sal- 
vation does  not  lie  in  more  Chrysler- 
like bail-outs.  The  Federal  Reserve  has 
the  means  to  prevent  failures  from 
degenerating  into  panics. 

Another  notion  advocated  by  Mr. 
Rohatyn  and  others  is  a  commission 
to  recommend  "an  economic  strategy 
for  the  U.S.  for  the  next  two  decades." 

The  idea  that  a  group  of  eminent 
and  respectable  citizens  from  govern- 
ment, business,  labor  and  academia 
can  foresee  and  plot  the  economic  fu- 
ture of  this  country  is  rather  naive.  No 
collection  of  planners  30  years  ago,  for 
instance,  could  have  foretold  the  enor- 
mous and  mostly  positive  impact  the 
computer  and  its  numerous  offshoots 
have  had  on  our  economy. 

Economic  planning  in  the  political 
sphere  will  lead  to  rigidities  that  will 
hamper  rather  than  enhance  produc- 
tivity and  economic  growth. 
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Other  Comments 

( ) f  '/cn  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind. -MSI' 


Paying  the  Price 

When  Chrysler  went  to  the  govern- 
ment for  help  it  had  to  sell  part  of  its 
management  soul.  The  company  will  re- 
ceive $1.5  billion  in  loan  guarantees,  but 
it  also  will  get  over  50  federal  officials 
and  consultants  supervising  the  day-to- 
day operations  of  the  company.  These 
include  marketing  strategy  and  pricing 
policies  for  the  company's  new  "K"  car. 
The  government,  for  example,  frowned 
on  the  idea  of  loading  the  car  with  profit- 
producing  options,  saying  they  wouldn't 
help  to  sell  it.  "It's  the  price  they  had  to 
pay  for  the  amount  of  public  assistance," 
said  Senator  Richard  G.  Lugar,  Republi- 
can of  Indiana,  one  of  those  who  put  the 
loan  package  together. 

— New  York  Times 

No  End  in  Sight 

In  his  eighties  [Benjamin]  Franklin  re- 
built his  town  house,  adding  bed  cham- 
bers and  a  fine,  big  room  for  a  library — 
something  few  people  venture  at  that 
age;  most  of  us  contract  to  smaller  quar- 
ters. As  Franklin  was  putting  his  books 
on  the  new  shelves,  a  friend  came  in. 
Franklin  told  him,  "It  has  always  been 
my  maxim  to  live  on  as  if  I  was  to  live 
always." 

— Catherine  Drinker  Bowen 

Source  and  Distance 

Juan  March  Ordinas,  by  his  own  ac- 
counting the  seventh-richest  man  in  the 
world,  had  long  since  been  canonized  in 
Spain  as  "the  last  pirate  of  the  Mediterra- 
nean." .  .  .  The  March  Foundation  is 
now  without  question  the  largest  and 
most  influential  institution  of  its  kind  in 
Spain.  The  mood  of  the  [foundation]  is 
conveyed  by  the  life-size  bronze  sculp- 
ture of  the  founder,  which  stands  in  the 
lobby  .  .  .  leaning  forward  in  a  chair,  his 


chest  hollow  as  if  caved  in,  horny  hands 
gripping  the  chair's  arms,  and  with  the 
face  of  a  rapacious  old  bird  of  prey:  its 
comment  is  so  savage  as  to  make  it  al- 
most a  gargoyle.  The  implication  can 
hardly  be  missed  that  the  Juan  March 
Foundation,  like  so  many  institutional 
monuments  to  the  founders  of  fortunes 
in  other  countries,  is  now  disposed  to  put 
a  distance  between  itself  and  the  source 
of  its  wealth. 

— John  Brooks, 
The  Games  Players 

Cushy  Retirement  Plan 

More  than  2,400  retirees  now  are 
drawing  pensions  higher  than  the  biggest 
paychecks  they  got  while  working.  One 
wbo  quit  in  1971  with  a  top  salary  of 
$36,000  now  draws  a  retirement  check 
of  $46,032.  You  could  guess  it;  they  are 
retired  federal  civil  servants.  Pensions  of 
retired  federal  workers  are  by  law  in- 
creased regularly  as  the  cost  of  living 
goes  up. 

— U.S.  News  &)  World  Report 

Rude  Awakening 

One  day  Emperor  Keiko  called  his  son 
Prince  Takeru  [fierce  hero  of  Japanese 
legend]  and  asked  why  his  brother  was 
not  appearing  at  meal  times.  Regular  at- 
tendance at  the  imperial  board  was  a 
token  of  loyalty,  and  the  emperor  now 
ordered  the  young  prince  to  reprimand 
his  delinquent  twin.  Five  days  went  by, 
but  still  the  elder  brother  did  not  come. 
His  Majesty  accordingly  asked:  "Why 
has  your  brother  not  appeared  for  such  a 
long  time?  Can  it  be  that  you  did  not  give 
him  my  instructions?"  "I  have  already 
instructed  him,"  replied  the  prince. 
"And  how  did  you  instruct  him?"  "Early 
in  the  morning,"  said  the  prince,  "when 
my  brother  went  into  the  privy,  I  was 


lying  in  wait  for  him.  I  seized 
smashed  him  to  pieces,  tore  ofj 
limbs,  wrapped  them  in  a  straw  ma< 
threw  them  away."  By  any  stan< 
this  was  a  severe  penalty  for  mi 
some  meals,  and  Emperor  Keiko 
shocked  by  his  son's  rough,  fearles 
ture.  No  doubt  to  prevent  further 
chief  at  court  he  dispatched  him  tc 
island  of  Kyushu,  where  he  might  pi. 
zeal  to  better  use  by  attacking  the  < 
dent  Kumaso  tribesmen. 

— Ivan  Morris,  Hoi 


If  you  want  to  succeed  in  t 
world  you  dont  have  to 
much  cleverer  than  other  jp 
pie,  you  just  have  to  be 
day  earlier  than  most  peop\ 
— Ted  Morgan,  On  Becoming  Amen 


"We  bought  your  cement  company,  Mr.  Timkin,  not  your  whimsy." 

Drawing  by  Wm.  Hamilton;  ©1980  The  New  Yorker  Magazine.  Inc. 


Nothing  Like  Molasses 

The  story  is  told  of  a  Tennessee  mi 
taineer  telling  a  friend,  "Those  pe 
over  in  Pigeon  Forge  sure  do  love 
ghum.  I  had  a  fool  yesterday  offer  me 
mule  for  this  here  gallon  of  my  molai 
His  mule  was  worth  a  hundred  do 
and  this  molasses  could  only  fetch  a 
lar  and  a  half." 

"Did  you  make  the  trade,  then?" 

"Well,  of  course  not,  this  here's  all 
molasses  I've  got." 

— Charles  Ku 
Dateline  Ame 


All  for  Knowledge 

Nothing  is  not  the  same  thing  ; 
void;  it  is  nothing  at  all;  and  this 
cannot  imagine.  .  .  .  Perhaps  at  death 
might  get  the  surprise  of  our  lives! 
poet  Shelley  couldn't  wait  to  clear 
matter  up,  and  several  times  when 
was  out  in  a  boat  his  friends  had  a  jo 
prevent  him  from  jumping  overboan 
drown  and  find  the  answer. 

— John  Stewart  Coi 
Living  with  a  Strati 

He  Had  a  Red  Nose,  Too? 

The  producers  of  the  TV  game  sr 
"Family  Feud"  hold  auditions  around 
country  for  contestants.  .  .  .  The  cont 
coordinators  recall  an  audition  w 
players  were  asked  to  give  a  state  wh; 
name  had  two  words  in  it.  "N 
Braska,"  one  auditioner  piped  up.  S 
another:  "Haw  wy  Eee.  No,  that's  th 
words." 

Then  there  is  [one  coordinator's]  { 
sonal  favorite.  The  host:  "Name  a  f 
ous  Rudolph."  The  contestant:  "Hitl 
— Lawrence  Ril 
Wall  Street  /ourt 
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Productivity  Begins 
With  Product. 


TI  Computer  and 
Terminal  Products 
are  designed  to 
improve  productivity. 

Most  businesses  today  are  improv- 
ing their  productivity  by  improving 
their  information  processing 
capabilities.  To  help  businesses, 
large  and  small,  realize  these  im- 
provements more  efficiently,  Texas 
Instruments  offers  computers, 
data  terminals  and  complete  com- 
puter systems  designed  for  high 
performance  and  low  cost  of 
ownership. 

For  example,  the  DS990 
Computer  Family  provides 
solutions  to  a  wide  range  of  infor- 
mation processing  needs  with 
hardware  and  software  compatibil- 
ity that  permits  easier  upgrading  of 
computing  power  and  applications 
flexibility  while  protecting  your 


original  investment.  From 
standalone  small  business  com- 
puters to  complete  distributed  com- 
puting networks,  the  DS990  family's 
powerful  operating  systems  and 
high-level  programming  languages 
are  designed  to  support  your  appli- 
cations software  with  efficiency. 

TI's  electronic  data  terminals 
are  productivity  products  well 
known  for  value  and  reliability.  The 
Silent  700*  Family  of  portable  and 
desktop  data  terminals,  some  with 
built-in  bubble  memory  data  stor- 
age, make  quiet  work  of  data 
input/output  with  thermal  printing 
at  30  or  120  characters-per-second. 
And,  the  OMNI  800*  Family 
of  impact  printing  terminals  are 
setting  new  standards  in  reliable, 


For  faster  information,  call: 
1-800-257-7850 

(In  N.J.  call:  1-800-322-8650) 
Please  reference  "IBI" 


multi-copy  printing  at  75  and  150 
characters-per-second. 

Behind  these  products  is 
Texas  Instruments  — a  world 
leader  in  electronics,  and  a  world- 
wide organization  of  factory- 
trained  sales  and  service  represen- 
tatives. There's  also  TI-CARE"^,  a 
nationwide  automated  service 
management  information  system 
that  is  designed  to  provide  fast,  ef- 
ficient service  to  our  customers. 

For  more  information  on  how 
these  TI  products  can  help  im- 
prove your  information  processing 
productivity,  contact  your  nearest 
TI  sales  office,  or  write  Texas 
Instruments,  RO.  Box  1444, 
M/S7784,  Houston, 
Texas  77001.  In 
Europe,  write  Texas 
Instruments, 
M/S74,  B.P.  5, 
Villeneuve-Loubet, 
06270,  France. 


Fifty  Years 
Innovation 


If 
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Texas  Instruments 

We  put  computing  within  everyone's  reach. 


(%u  don't  have  to  be  a  chemist 
to  understand  the  basic  ingredient  of  a 

successful  banker-client  relationship 

It's  hard  work!' 

"Banking  isn't  a  matter  of  cranking  out  loans  for  clients.  It's 
3eing  sensitive  to  their  situation,  knowing  what  they  need  and 

why.  It's  being  alert  to  alternatives  like  leasing  and 
project  financing.  Or  maybe  better  cash  management.  But  the 
end  result  is  helping  you  wherever  and  however  we  can*' 

"It's  my  first  priority  to  make  sure  my  clients  definitely  have  an  advantage 

when  it  comes  to  global  financing'* 

"I'm  constantly  in  touch  with  my  rubber  and  chemical 
clients,  whether  in  Mexico,  or  around  the  world,  because 
I  have  to  know  what's  going  on  between  them  and  our 
bank  all  along  the  line." 


"The  way  we  familiarize  ourselves  thoroughly  with  specific  industries 
produces  big  advantages  for  clients.  After  all,  the  more  I  know 
about  my  customers'  needs,  the  more  I  can  match  them  to 
Chase's  strengths  and  capabilities." 


The  Chase  Bank 

Professional  relationship  banking 
in  over  100  countries  through  a  mature  network 
of  branches  and  affiliates. 


O  CHASE  MANHATTAN  BANK.  N  A  1980/  MEMBER  FDIC 


Cozumel 


Instead  of  taking  off  for  home 
when  your  Mexico  meetings  are 
over,  spend  a  few  extra  days 
discovering  Mexico's  incredible 
variety  and  beauty.  And  make  it  a 
real  vacation,  with  your  family 
helping  you  share  all  the  good 
times. 

Relax  and  unwind  at  one  of 
our  luxurious  resorts  lining  our 
Pacific  and  Caribbean  shores. 
Explore  the  cobblestone  streets 
and  craft-filled  marketplaces  of 
our  colonial  towns.  Revel  in  the 
thrill  of  spectacle  as  you  climb  a 
pyramid  rising  out  of  the  jungle. 

Sure,  you  could  go  home  right 
away.  But  look  what  you'd  be 

missing! 


When  business  is  over, 


See  your 

Mexico 

The  Amigo  Country 

MEXICAN  GOVERNMENT 
TOURISM  OFFICE 
9701  Wilshire  Boulevard -Suite  1201 
Beverly  Hills.  CA  90212 
Please  send  me  your  newest  brochure 
"Mexico.  The  Amigo  Country. " 


Name  _ 
Address 
City  


(Please  prin 


Se 


de.  Turismo  •  Consejo  Naciona!  de  Turismo 


Forbes 


on  Legree  would  have  a  rough  time  under 
new  bankruptcy  laws.  He  might  decide  to 
ome  a  debtor  rather  than  a  creditor. 


Caveat 
creditor 


By  Michael  Kolbenschlag 

bout  two  years  ago,  36-year-old 
Thomas  E.  Dawson  Jr.  of  Los  An- 
geles left  a  good-paying  job  as  an 
itor  to  set  up  his  own  construction 
cting  firm.  But  today,  some  24 
is,  one  heart  attack  and  $70,000  in 
its  later,  Dawson  is  giving  up  con- 
lg  and  going  back  to  work  for 
me  else,  but  he'll  have  the  last 
Thomas  E.  Dawson  is  filing  in 
er  13  Bankruptcy.  Under  the  new 
jptcy  code  that  went  into  effect 
ct.  1,  Dawson  will  be  able  to  walk 
:rom  those  lawsuits  to  a  fresh  start 
hough  one  suit  for  $50,000,  is  for 
related  to  the  construction  of  one 
home  projects.  The  whole  proce- 
/ill  cost  him  less  than  $1,000. 
king  away  from  lawsuits,  particu- 
ar  fraud,  is  just  one  example  of  the 
>rerogatives  that  a  debtor  enjoys 
the  new  bankruptcy  code.  Indeed, 
tractiveness  of  going  bankrupt  in 
ca  has  never  been  better.  That 
ombined  with  the  pressures  of  a 
ionary  economy,  is  sending  more 
ore  Americans  into  a  legal  process 
n  the  past,  many  had  resorted  to 
e  to  avoid.  In  1980,  filing  in  bank- 
is  rapidly  becoming  almost  as 
on  as  divorce. 

Administrative  Office  of  the  U.S. 
5  in  Washington  is  predicting  that 
e  30,  the  end  of  its  statistical  year, 
mber  of  bankruptcies  in  1980  will 
>re  than  335,000— up  40%  from 


1979.  That  means  that  the  U.S.  bank- 
ruptcy courts  in  1980  will  have  redistrib- 
uted some  $70  billion  m  liabilities  and 
another  $40  billion  in  debtor  assets  for  a 
net  loss  to  the  creditors  of  $30  billion. 
Those  figures  will  break  the  record  for 
both  personal  and  business  bankruptcies 
set  during  the  U.S.  economy's  last  great 
recession  in  1975. 

Just  about  any  way  you  cut  it,  the  new 
bankruptcy  law  benefits  the  borrower  at 
the  expense  of  the  creditor;  it  is  just  one 
example  of  the  steady  whittling  away  of 


property  rights  that  has  been  going  on  for 
several  decades  in  the  U.S.  Under  the 
new  Chapter  13  provisions  a  debtor  can 
elect  to  pay  unsecured  creditors  nothing, 
secured  creditors  only  a  deflated  market 
value.  He  can  void  liens,  stop  reposses- 
sion, frustrate  house  foreclosures,  thumb 
his  nose  at  creditors  out  to  garnishee  his 
wages  or  make  him  reaffirm  his  debts. 
He  also  enjoys  new  federal  exemptions 
that  allow  him  to  retain  at  least  $7,500  in 
assets,  and  generally  can  tell  his  creditors 
to  take  a  walk.  What's  more,  the  old  law 
about  going  bankrupt  only  every  seventh 
year  does  not  apply  to  Chapter  13;  any 
luckless  or  crafty  debtor  can  use  13  as 
often  as  he  can  convince  the  court  it  is 
reasonable. 

This  avalanche  of  new  bankruptcy  law 
has  left  debtors,  creditors  and  particular- 
ly attorneys  in  a  tizzy  as  they  try  to 
figure  out  what  it  all  means.  They  don't 
know  what  will  happen  when  the  first 
"superstar"  bankruptcy  like  a  W.T. 
Grant  or  an  REA  Express  hits  the  courts 
under  the  new  code.  Says  Jack  Stutman, 
senior  member  of  Stutman,  Treister  &. 
Glatt  of  Los  Angeles,  one  of  the  leading 
bankruptcy  law  firms  in  the  nation:  "I 
think  there  is  real  fear  out  there.  I  hear 
them  talking  at  their  lunches  and  there  is 
an  increased  interest  in  working  things 
out  without  going  into  court."  Some 
West  Coast  legal  experts  suggest  the  only 


The  boom  in  going  bust 


Revised  bankruptcy  law  in  combination  with  the  recession  now  under  way  and 
deepening  make  it  certain  that  the  total  number  of  bankruptcies  filed  in  the  current 
year  (ending  lune  30)  will  be  up  more  than  40%  over  last  year.  In  the  1974-75 
recession  personal  bankruptcy  petitions  rose  to  a  record  one  year  sooner  than 
business  filings.  This  time  around,  there  seems  to  be  no  lag. 
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Bankruptcy  lawyer  Hugh  Slate 
People  cry  for  his  legal  medicine. 

reason  computer  firm  Itel,  with  about  $1 
billion  in  debt,  hasn't  gone  into  Chapter 
1 1  reorganization  before  this  is  that 
creditors  are  worried  over  what  the  out- 
come will  be. 

Before  the  Bankruptcy  Act's  revision, 
straight  personal  bankruptcy  outnum- 
bered the  old  Chapter  13  reorganizations 
5  to  1.  Since  the  new  code  went  into 
effect,  the  total  number  of  Chapter  13 
filings  has  increased  50%  on  a  national 
basis.  Nowhere  have  the  filings  been 
more  frequent  than  in  California,  a  state 
that  traditionally  accounts  for  at  least 
25%  of  all  U.S.  bankruptcies. 

Hugh  Slate,  a  former  FBI  agent  who 
chased  down  communists  during  World 
War  II  but  now  services  hard-pressed 
debtors,  reminds  you  of  a  father  confes- 
sor as  he  sits  at  his  desk  in  Los  Angeles 
and  advises  an  unending  string  of  indi- 
viduals what  the  new  bankruptcy  laws 
can  do  for  them.  In  March  of  1979  Slate 
processed  176  bankruptcies;  this  March 
the  count  was  up  to  479  for  the  month. 
"Why,  people  get  right  down  and  cry 
when  they  realize  what  we  can  now  do 
for  them,"  Slate  says.  His  specialty: 
making  bankruptcy  painless  for  every- 
body but  the  creditors. 


But  even  Slate,  bankruptcy's  leading 
high  priest,  gets  a  little  worried  when  he 
starts  discussing  the  code.  "Maybe  they 
did  go  too  far,  but  who  am  I  to  say?" 
Perhaps  Slate  won't  pass  judgment  on 
the  code,  but  others  will.  "It's  ludicrous 
to  interpret  the  code  as  allowing  the  dis- 
charge of  'bad  boy  debts'  for  fraud,  mali- 
cious damage  and  the  like,"  says  Judge 
William  E.  Johnson  Jr.,  bankruptcy  judge 
for  the  Northern  District  Court  of  Ala- 
bama sitting  in  Birmingham.  "I've 
turned  cases  away  that  I  felt  were  not  in 
good  faith." 

Robert  B.  Evans,  senior  vice  president 
of  the  National  Consumer  Finance  Asso- 
ciation in  Washington,  blames  a  lot  of 
the  filings  not  on  the  code  but  on  aggres- 


sive lawyers  who  are  keying  in  on  C  lit; 
ter  13.  "The  customer  wants  to  pay  u: 
debt  but  the  lawyers  are  telling  him 
to,"  he  complains.  He  has  a  point  flovei 
cause  across  the  land  lawyers  are  j 
buying  space  in  the  newspaper  classi  Lulli 
ads  to  tout  their  bankruptcy  skills.  m 

Judge  Roy  Babitt,  a  15-year  veterai  mi:n 
the  bench  of  the  U.S.  Bankruptcy  Cj  hk>  l 
for  the  Southern  District  of  New  Tfl  nam 
sums  it  all  up  rather  sadly.  "When  I 
became  a  judge,  bankruptcy  was  sol  iiinl 
thing  to  avoid  at  all  costs,"  he  says,  sll  [tract  t 
ing  a  weary  judicial  head.  "Those  o  L;  ■ 
who  grew  up  during  the  Depress  psii 
know  the  necessity  of  paying  off  dc 
That  attitude  would  appear  to  exist  t,r 
longer  in  America."  ■ 


Collapsing  on  bad  news,  Pullmans  stock  su 
denly  recovers  most  of  the  loss  on  tremendoi 
volume.  Is  the  takeover  season  starting  again 


What's  going  on 
at  Pullman? 


((« in 


By  Bob  Tamarkin 


Is  Pullman  Inc.,  neck-deep  in  man- 
agement and  legal  problems  that 
have  rankled  shareholders  and  per- 
plexed analysts,  a  takeover  target?  The 
Chicago-based  $3.2  billion  railroad  car 
and  engineering-construction  firm  in- 
sists no  overtures  toward  merger  or  ac- 
quisition have  been  made.  Nevertheless, 
in  recent  weeks  there  have  been  strong 
indications  a  suitor  is  stalking. 

The  name  that  frequently  crops  up:  J. 
Ray  McDermott.  The  cash-rich  New  Or- 
leans oil-rig  contractor  reportedly  has 
been  a  buyer  of  Pullman  stock  through 
Houston  investment  banker  Under- 
wood, Neuhaus  &  Co.  McDermott  offers 
only  a  curt  "no  comment"  when  asked  if 
it  has  been  buying  the  stock.  But  it  is 
sitting  with  over  half  a  billion  dollars  in 
cash  and  equivalent — more  than  enough 
to  buy  all  of  Pullman's  11.1  million 
shares  at  a  50%  premium  over  recent 
market  prices. 

This  much  is  certain:  Former  Pullman 
Executive  Vice  President  George  Green 
and  another  big  shareholder,  Walter  V. 
Berry,  have  met  with  an  investment 
banking  firm  interested  in  tendering 


their  shares,  which  total  about  1.5% 
Pullman's  outstanding  stock.  Green  ; 
Berry  decline  to  name  the  investm 
banker  or  the  tender  price  of  the  sto| 
However,  Green,  72,  who  spent  21  ye 
at  Pullman  before  retiring  in  1973, 
mits  he  recently  made  a  trip  to  Texas! 
anticipation,  as  he  puts  it,  "of  interest] 
someone  in  Pullman."  Says  Gre^ 
"We've  tried  for  two  years  to  clean 
from  the  inside.  It  can't  be  done  intern 
ly.  It  has  got  to  be  done  externally." 

Together  with  Berry,  who  owl 
152,000  Pullman  shares,  Green  (ownei 
10,000  shares)  waged  an  unsuccess 
proxy  fight  against  Pullman  in  I9f 
They  won  the  backing  of  only  22% 
Pullman's  shareholders.  This  year  th 
stopped  short  of  another  proxy  battle  I 
cause,  Green  says,  "We  didn't  think  t 
institutions  would  support  us." 

The  source  of  Green's  frustrations 
Pullman's  decision  last  year  to  get  out 
the  railroad  passenger  car  business,  les 
ing  its  archrival,  Philadelphia's  Budd  C 
a  subsidiary  of  West  German  steelmak 
Thyssen  A.G.,  with  a  near-monopoly 
the  markets.  The  decision  may  hai 
been  premature,  given  the  market  con< 
tions.  While  Budd  has  the  capacity 
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up  to  300  cars  a  year,  the  annual 
nd  for  new  passenger  cars  in  the 
s  expected  to  he  hetween  3,000  and 
over  the  next  five  years.  The  pull- 
ras  costly.  Pullman  had  expected  a 
lillion  charge  to  aftertax  earnings, 
p  year-end  the  charge  had  grown  to 
nilhon,  causing  Pullman's  overall 
lgs  to  drop  25%,  to  $48  million. 
ian  is  bracing  itself  for  another  $40 
>n  to  $50  million  in  losses  this  year 

unfinished  work  on  an  Amtrak 
ict  for  284  cars.  Additional  losses 

result  from  the  New  York  City 
it  Authority's  $112  million  law 
charging  that  754  Pullman-built 
ly  cars  have  faulty  undercarriages. 
Iman's  first-quarter  earnings 
ed  31%  and  the  dividend  was  cut 
it  in  half,  to  an  annual  rate  of  $1  a 
—a  move  that  surprised  most  se- 
es analysts.  In  March  Pullman  told 
;ts  meeting  in  Chicago  that  1980 
s  would  be  around  the  1978  level  of 
a  share.  Six  weeks  later  it  revised 
rnings  estimate,  placing  it  below 
ear's  depressed  $4.34  a  share.  Sud- 
,  analysts  who  had  been  recom- 
ing  Pullman  stock  began  question- 
3t  only  Pullman's  strategy  but  its 
:ial  controls  as  well. 
:re  has  been  a  great  deal  of  manage- 
turmoil  at  the  company.  An  esti- 
1  100  executives  who  left  in  the 
ew  years  are  now  working  for  Pull- 
competitors.  In  March  Pullman 
ht  in  Silas  Keehn,  49,  as  chairman. 
Tier  vice  chairman  at  Pittsburgh's 
n  Bank  and  a  Pullman  director 
1972,  Keehn  is  expected  to  succeed 


(  lark  Lattin.  Pullman  president  and  CEO 
Last  head  of  independent  Pullman? 

CEO  Clark  Lattin  Jr.,  64,  who  plans  to 
retire  in  1981.  Lattin,  a  capable  but  pain- 
fully shy  person,  was  plucked  from  Pull- 
man's engineering  division  18  months 
ago  to  replace  Samuel  B.  Casey  Jr.,  who 
had  headed  Pullman  for  ten  years.  Ca- 
sey's departure  followed  an  investigation 
of  Pullman  management  by  a  group  of 
outside  directors  headed  by  Keehn. 

Pullman  stock  plunged  more  than  ten 
points,  to  $20  per  share,  following  the 
bleak  first-quarter  news  but  snapped 
quickly  back  as  the  normal  33,000  shares 
traded  daily  eventually  began  to  swell.  By 
early  May  the  stock  had  recovered  to 
around  $32  a  share,  with  volume  exceed- 


ing 100,000  shares  on  eight  days  and 
approaching  300,000  shares  twice.  In  late 
April  the  surge  caused  a  temporary  halt 
in  trading.  Pullman  issued  a  statement 
saying  it  "speculates  institutions  now 
consider  us  a  turnaround  possibility.  But, 
counters  an  analyst:  "That  million-share 
turnover  is  just  too  many  shares  for  nor- 
mal trading  and  arbitrage." 

The  stock  is  currently  selling  at  around 
2-8,  down  from  a  15-month  high  of 
$43.50.  Pullman's  book  value  is  $39.75  a 
share — nearly  50%  below  the  value  of 
just  what  its  leased  railcar  and  truck 
trailer  fleets  are  worth.  But  that's  only  a 
small  part  of  Pullman's  attraction.  For- 
getting about  passenger  cars,  it  is  the 
world's  largest  maker  of  railroad  height 
cars,  a  business  that,  while  badly  hit  by 
the  recession,  has  considerable  long- 
term  prospects.  Pullman  is  the  second- 
biggest  maker  of  truck  trailers  and  con- 
tainers. Its  Pullman  Kellogg  livision  is 
one  of  the  leading  designers  and  builders 
of  chemical  and  petroleum  plants.  Pull- 
man also  has  two  other  engineering  con- 
struction subsidiaries  plus  financing  and 
property/casualty  insurance  operations. 
For  a  company  interested  in  either  engi- 
neering or  transportation  or  both,  Pull- 
man is  a  virtual  treasure  trove  in  spite  of 
its  well-advertised  troubles. 

There's  a  good  deal  of  smoke  here, 
which  probably  means  there's  fire.  But, 
then,  all  this  is  hardly  surprising.  The 
cost  of  money  is  way  down  now  and  the 
stock  market  is  loaded  with  screaming 
bargains.  The  takeover  game,  in  suspen- 
sion since  the  Volcker  shocks,  looks  to 
be  heating  up  again.  ■ 


carriages  of  Pullman's  ill-fated  R-46  subway  cars  awaiting  repair  in  Brooklyn  shop 
cs  or  no,  Pullman  seems  to  be  looking  good  to  somebody. 
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You  almost  know  what  a  cold-minded  con- 
sultant would  advise  McDonnell  Douglas: 
Get  out  of  commercial  aircraft.  But  business 
isn't  always  run  by  the  balance  sheet. 


What  price 
pride? 


McDonnell  Douglas'  new  F-18A  Hornet  fighter 
If  only  the  civilian  business  were  as  solid. 


By  Subrata  N.  Chakra varty 

Flying  into  Lambert  St.  Louis  I| 
national  Airport,  home  of  McDoa 
Douglas  Corp.,  one  sees  row  upon  rt 
McDonnell's  famous  F-4  Phantom  til 
er  hombers  parked  in  front  of  the  har| 
of  the  Missouri  Air  National  Guard.; 
alas,  the  vast  maiority  of  comma 
planes  pulling  up  are  made  by  Boein| 
On  the  one  hand,  McDonnell  Doi| 
has  a  large  and  superbly  successful  il 
tary  aircraft  business,  as  well  as  a  prj 
able  and  growing  missiles  and  space « 
sion.  On  the  other  hand,  it  has  a  pd 
nially  ailing  commercial  aircraft  busil 
that  has  yet  to  break  even  over  thej 
year  period  since  the  merger  of  Dou 
Aircraft  and  McDonnell  Aircraft  in  1 
So,  McDonnell  Douglas  has  some  1 
decisions  ahead.  In  a  market  domin< 
by  Boeing,  McDonnell  Douglas  is  a  J 
second  and  slipping.  In  commercial 
craft  it  is  likely  to  fall  behind  Ail 
Industrie,  the  European  combine  wl 
is  bulling  its  way  into  the  market  \i 
two  new  medium-size  wide-bodiai 
craft.  Last  year  Airbus  Industrie  garni 
more  than  twice  as  many  orders  foi 
A300  and  A310  Airbuses  as  McDon 
Douglas  did  for  its  DC- 10. 

McDonnell  has  been  hit  by  a  ti) 
whammy  with  the  DC- 10.  The  maj 
for  commercial  aircraft  is  in  recess 
Negative  publicity  surrounding  the  ca 
of  an  American  Airlines  DC- 10  in  Cbl 
go  a  year  ago  made  passengers  reluctarj 
fly  the  plane  for  a  while,  and  may  H 
contributed  to  the  fact  that  in  the  i 
quarter  of  1980  McDonnell  Douj 
snared  only  four  new  orders  while  L 
heed  harvested  orders  for  eight  L - 1 0 1  ill 
a  clear  reversal  of  the  former  patt« 
Finally,  soaring  fuel  prices  have  led  « 
shift  in  the  types  of  planes  airlines  pr« 
to  fly.  As  a  result,  many  airlines  hj 
begun  to  shift  to  a  mix  of  the  larger  I 
and  the  smaller  Airbuses,  and  some 
even  planning  to  sell  off  their  DC- 10s. 

Even  the  workhorse  DC-9  program 
yet  to  turn  a  buck.  Competing  heaq 
head  with  the  Boeing  737,  it  has  been 
more  successful  in  terms  of  aircraft  I 
than  the  737.  But  with  over  1,000  i 
craft  sold,  the  program  is  still  in  the  i| 
The  latest  reason:  McDonnell  Doug 
has  spent  a  considerable  amount  to 
velop  the  DC-9  Super  80,  a  stretched  C| 
9  with  quieter,  more  fuel-efficient 
gines.  The  plane  has  been  well  recent 
by  the  airlines  with  86  planes  on  ord 
but  the  very  success  of  the  DC-9  poii 
up  McDonnell  Douglas'  problem  in  1 
commercial  aircraft  market.  Each  tim 
program  gets  close  to  breaking  even 
new  plane  must  be  developed  requiril 
enormous  new  investments.  After 
years  and  more  than  $15  billion  in  col 
mercial  aircraft  sold,  McDonnell  Dougl 
can  claim  a  "modest  but  inadequate  prj 
it"  only  in  accounting  terms — that  is, 
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iing  the  deferred  tooling  costs  on 
C-9-80  and  the  $343  million  it  is 
recover  on  DC- 10  costs, 
ost  McDonnell  Douglas  about  $1 
l  to  develop  the  DC- 10  and  that 
ears  ago.  Analysts  estimate  it  will 
he  company  at  least  twice  that  to 
)p  an  Advanced  Technology  Medi- 
inge  Transport  (ATMR)  to  compete 
kieing's  new  757.  For  a  $2.6  billion 
»)  company,  a  $2  billion-plus  gam- 
uld  be  fatal. 

this  must  be  almost  excruciatingly 
iting  for  Sanford  N.  McDonnell, 
ent  and  CEO.  McDonnell  Douglas 
talizingly  close  to  recovering  the 
costs  involved  in  developing  the 
).  Of  $1  billion  spent,  the  company 
ready  gotten  back  $650  million.  It 
d  it  needed  to  sell  400  craft  to  break 
356  are  either  delivered  or  on  firm 
But  the  longer  it  takes  the  com- 
to  sell  the  remaining  44,  the  less 
recovered  depreciating  dollars  will 
rth  in  real  terms. 

the  longer  term,  however,  the 
on  is:  How  many  commercial  air- 
builders  can  the  market  support? 
i  you  have  two  aircraft  going  head 
ad  with  nothing  to  differentiate 

then  both  are  losers,"  says  Mc- 
ill  Douglas  Treasurer  Jerry  G. 
i.  "That's  what  happened  with  the 
)  and  the  L- 101 1.  Neither  has  been 

program." 

)onnell  officials  claim  that  won't 
n  with  the  ATMR  because,  where- 

already  announced  757  is  locked 
?78  technology,  the  ATMR  can  use 

advanced  technology  to  signif- 
Y  improve  its  operating  economics. 
;  working  very  hard  on  it  and 
spending  a  lot  of  money  on  the 
m,"  says  Sandy  McDonnell. 
;  moving  toward  a  potential 
l  as  fast  as  we  can." 
3onnell  Douglas  tried  to  get  foreign 
ace  firms  to  join  it  in  launching 
'MR  so  as  to  share  the  risk  equally, 
that  didn't  pan  out  it  said  it  would 
alone  if  suppliers  would  agree  to 
some  of  the  risks  and  major  air- 
/vould  place  large  up-front  orders, 
of  that  will  probably  happen,  but 

enough  to  reduce  the  risk  signif- 
/.  McDonnell  Douglas  has  not  yet 
led  the  ATMR  and  some  analysts 
e  it  never  will.  "They'd  have  to 
e  the  whole  company's  assets  once 
and  I  don't  think  they're  prepared 
that,"  says  analyst  Wolfgang  De- 

of  Morgan  Stanley, 
t  leaves  McDonnell  Douglas  high 
y  in  commercial  aircraft.  With  m- 
ent  interest  in  a  stretched  DC- 10, 
t  in  fleet  mix  to  larger  747s  and 
:r  A300s  and  A3 10s,  and  a  potential 
iny-breaking  risk  with  the  ATMR, 
is  unlikely  that  McDonnell  Doug- 
l  bring  on  the  new  planes  it  must 
to  remain  a  major  factor  in  the 


business  into  the  next  century. 

Without  losses  from  commercial  air- 
craft, McDonnell  Douglas'  earnings  from 
operations  would  have  been  almost  25% 
higher  over  the  past  three  years.  McDon- 
nell Douglas  has  long  been  a  leader  in 
military  aircraft.  In  contrast  to  other  de- 
fense contractors,  business  has  not  been 
a  boom  and  bust  business  for  McDonnell 
primarily  because  of  its  ability  to  get  new 
contracts  on  a  steady  basis.  Starting  with 
the  original  Phantom  I  right  after  World 
War  II,  McDonnell  has  always  had  mili- 
tary aircraft  in  production.  For  the  past 
several  years  it  has  been  the  leading  sell- 
er of  military  aircraft  and  accounts  for 
some  40%  of  the  $10  billion  budgeted  for 
the  purchase  of  fixed-wing  aircraft  in 
1981.  The  company  is  making  the  Air 
Force's  FT  5  Eagle  fighter  and  has  started 
production  on  the  Navy's  F-18A  Hor- 


McDonne/l  Douglas'  Sanford N.  McDonnell 
"Boeing  didn't  have  it  easy  either." 

net — a  $29.6  billion  program,  which  will 
to  continue  into  the  1990s.  "Most  com- 
panies aren't  fortunate  enough  to  have 
two  such  programs,"  says  Sandy  McDon- 
nell. "We  have  three  if  you  include  the 
AV-8B."  The  AV-8B  is  the  advanced  Har- 
rier Vertical  and  Short  Take  Off  and 
Landing  (V/STOL)  fighter  developed  for 
the  Marines  by  McDonnell  from  the 
British  Aerospace  AV8A,  already  in  Ma- 
rine service.  Although  the  Administra- 
tion has  not  requested  development 
funds  for  the  AV8B  in  the  last  three  bud- 
gets, Congress  has  authorized  ever-in- 
creasing funds  each  year  and  it  seems 
likely  the  Administration  will  eventually 
authorize  production. 

Similarly,  Congress  has  not  permitted 
a  slowdown  in  the  F-18A  procurement 
rate.  And  while  the  FT 5  is  nearing  the 
end  of  the  initial  buy  of  749  planes,  it  can 
easily  serve  in  other  roles  for  which  the 
Air  Force  has  expressed  a  need.  The  Air 
Force  is  also  looking  into  an  MDC  pro- 


posal to  supply  an  additional  500  FT  5s  at 
about  the  cost  of  600  of  the  less  capable 
FT  6s  built  by  General  Dynamics.  Such 
follow-on  programs  can  keep  the  F-15  in 
production  into  the  1990s. 

McDonnell  Douglas  has  also  won  a 
contract  to  supply  an  initial  20  KC-10 
tanker/cargo  aircraft  to  the  Air  Force. 
The  plane  is  a  derivative  of  the  DC- 10 
and  the  eventual  buy  may  total  100 
planes  at  a  cost  of  $50  million  or  more 
apiece.  McDonnell  is  now  working  bus- 
ily on  its  entry  for  the  multibillion-dollar 
CX  contract — a  cargo  plane  to  compete 
with  the  Lockheed  C-5A. 

Does  anyone  seriously  believe  that  the 
U.S.  will  not  be  spending  more  on  de- 
fense in  the  current  decade?  That  it 
won't  launch  a  concerted  effort  to  re- 
create a  military  strength  worthy  of  its 
role  as  defender  of  the  Free  World? 

Aside  from  the  Pentagon,  F-15s  are 
being  sold  to  three  other  countries  and 
the  F-18A  recently  kicked  off  its  interna- 
tional career  when  MDC  won  a  $2.4 
billion  contract  to  supply  137  of  the 
planes  to  Canada.  It  is  actively  compet- 
ing in  Australia  and  Spain  as  well  as  in 
other  countries. 

Almost  as  successful  has  been  McDon- 
nell Douglas'  far  smaller  ($792  million 
sales  in  1979)  Astronautics  division, 
which  has  the  multibillion-dollar  Har- 
poon antiship  missile,  the  profitable  Del- 
ta rocket,  a  piece  of  the  space  shuttle  and 
the  guidance  system  for  both  competi- 
tors of  the  cruise  missile  family. 

Finally  there  are  McDonnell  Douglas' 
diversification  programs:  Principally  the 
automation  services  division  that  pro- 
vides computer-processing  services  to 
outsideclients,  especially  tohospitals,  and 
Microdata  Corp.,  acquired  for  $72  million 
in  1979,  through  which  McDonnell  Doug- 
las hopes  to  enter  the  small-computer 
market.  The  two,  coupled  with  its  two 
electronics  divisions,  produced  up  to  $250 
million  in  outside  revenues  and  $7  million 
in  earnings — a  sizable  outfit. 

So,  why  bother  making  commercial 
aircraft?  Why  indeed? 

The  company  is  iiistly  proud  that  it  has 
kept  the  Douglas  flag  flying  on  commer- 
cial airlines  throughout  the  world — 
maintaining  a  presence  that  is  a  half- 
century  old.  Sandy  McDonnell  sits  in  an 
office  decorated  with  tartans  and  other 
proclamations  of  his  Scots  heritage. 
"Boeing  didn't  have  an  easy  go  of  it  ei- 
ther but  they're  making  a  lot  of  money 
now,"  he  says  and  adds,  "We  have  that 
capability  too." 

Capability  it  certainly  has:  The  DC- 10 
and  the  DC-9  are  fine  airplanes.  But  is 
staying  in  the  game  worthwhile — 
against  not  only  Boeing  and  Lockheed 
and  the  Europeans  but,  down  the  road, 
the  Japanese  as  well?  Sandy  McDonnell 
clearly  thinl<s  it  is.  You  can  almost  hear 
him  thinking:  There  are  some  things  you 
can't  put  a  price  on.  ■ 
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Xerox  made  a  couple  of  monumental  mis- 
takes in  the  Seventies  and  has  already  paid  the 
price.  But  it  is  clearly  on  the  move  again. 

Xerox- 
back  on  the  road 
to  success 


By  Subrata  N.  Chakravarty 

IT  MAY  BE  DIFFICULT  tO  think  of 
Xerox  Corp.  as  a  turnaround  com- 
pany, but  that's  what  is  happening  to 
the  legendary  success  story  of  a  decade 
ago.  Back  in  1972,  Xerox  shares  sold  at  a 
price  earnings  ratio  of  54.  Today  they  sell 
for  7  times  earnings.  The  legend  itself — 
of  the  company  with  the  Midas  touch — 
blinded  the  company  into  notable  fail- 
ures and  oversights  during  the  1970s. 
Now  Xerox  is  coming  back. 


Though  Xerox  probably  won't  retrieve 
much  of  its  lost  market  share — it  once- 
had  virtually  all  of  the  market  for  plain- 
paper  copiers — it  will  probably  be  able  to 
halt  the  precipitous  slide  of  recent  years. 
That  won't  be  easy,  because  it  will  have 
come,  in  part,  through  price-cutting 
against  (apanese  competitors.  However, 
Xerox  has  regained  lost  momentum  and 
has  a  strong  foothold  in  some  new 
growth  markets. 

The  company  that  cleaned  up  from  the 
world's  obsession  with  paper  is  looking 


to  a  future  in  which  it  will  prospe 
participating  in  a  new  obsession— | 
elimination  of  paper,  which  is  expel 
to  bring  into  being  a  grand  design  cal 
"the  office  of  the  future."  Alonj;  the  \| 
Xerox  is  moving  into  new  product  a 
and  associations  with  other  manufac| 
crs  in  the  already  hotly  competitive] 
formation  processing  industry. 

First,  however,  Xerox  took  a  bcatirJ 
the  copier  business.  "They  were  so 
amored  of  the  market  potential  of 
9000  family  (the  high-speed,  high-outj 
end  of  the  business]  that  they  were  blj 
sided  on  the  low  end,"  says  David 
gensen  of  Data  Quest,  which  does 
vestment  research  on  high-technol) 
industries.  "Xerox  blew  one  of  the  grj 
est  monopolies  of  recent  times." 

Xerox  President  David  T.  Kearns  a 
fully  concurs:  "We  really  should  h 
been  thinking  about  the  market  o: 
much  broader  basis."  Xerox  ignored 
eoated-paper  copiers  that  dominated 
world  copier  market  before  Xerox  inj 
duced  the  hrst  plain-paper  copier, 
the  eoated-paper  copiers  served  a  mat) 
much  larger  than  anyone  knew. 

That  market  comprised  all  the  offij 
that  needed  a  low-priced  copier  to  m, 
only  a  few  copies  on  coated  paper  at  si 
speed.  Then  in  1974  the  [apanese  bej 
moving  in  with  cheap,  efficient,  plJ 
paper  copiers.  They  took  trade-ins 


Xerox  Chairman  C.  Peter  McCblough 

Playing  catch-up  to  regain  some  of  the  market  Xerox  gave  away. 
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1  copiers,  and  the  market  took 
ut  not  with  Xerox,  which  offered 
ine  machine,  the  660.  That  copier 
)th  obsolete  and  expensive, 
wasn't  that  Xerox  had  no  market 
at  that  point;  it  simply  had  a 
[  one.  It  was  going  after  the  high- 
business:  the  medium-  and  high- 
t  machine  market.  Just  as  the  Japa- 
vere  moving  in,  Xerox  was  trying 
nteract  IBM's  entry  into  the  medi- 
ilume  segment;  instead  of  cutting 
in  the  low  end,  it  raised  them, 
des  Kearns,  "We  focused  on  the 
mportant  things,  but  I  consider  it  a 
;ement  failure  that  we  didn't  do 
Dther  things  as  well." 
can  say  this  for  Xerox:  Once  it 
'  realized  where  it  had  gone  wrong, 
d  desperately  to  change.  In  four 
from  1976  to  last  year,  it  intro- 
six  machines  against  the  Japanese 
.  The  machines,  except  for  the 
ntroduced  last  year,  were  not  very 
competitors  but  they  filled  out  the 
:t  line.  They  have  helped  Xerox 
major  gains  in  the  low-volume  end 
market.  From  25,000  net  place- 
in  the  U.S.  in  1978,  Xerox  sales  in 
•gment  lumped  to  45,000  last  year. 
Quest's  forgensen  predicts  that  be- 
)f  its  marketing  muscle,  Xerox  will 
ahead  of  its  major  competitor,  Sa- 
hich  distributes  copiers  made  by 
of  Japan,  in  1981.  (That  formidable 
enture  will  have  dissolved  by  then 
ith  Savin  and  Ricoh  will  be  distrib- 
:heir  own  copiers.) 
tough  Xerox'  entries  in  the  low- 
e  market  have  so  far  not  equaled 
panese  machines,  Jorgensen  ex- 
Kerox  to  introduce  a  machine  late 
;ar  that  will  match  both  the  capa- 
i  and  the  price  of  the  best  Japanese 
:ts  in  that  field.  Ironically,  this 
lachine  is  itself  a  product  of  Xerox' 
se  affiliate,  Fuji  Xerox. 
rou  can't  beat  'em,  join  'em,"  says 
Chairman  and  CEO  C.  Peter 
lough,  referring  to  Xerox'  Japanese 
nes  and  its  plans  to  bring  in  parts 
ibassemblles  from  Japan  to  boost 
:tivity.  Xerox  plans  to  join  them  in 
ways  that  would  have  been  un- 
blc  a  few  years  ago. 
ine  thing,  the  company  is  looking 
amative  marketing  techniques  be- 
lts vaunted  and  high-paid  sales 
s  it  tries  to  penetrate  even  deeper 
ic  small-copier  market.  By  the  end 
i  year,  there  will  be  seven  Xerox 
itores  selling  Xerox  and  other  prod- 
ir  small  offices.  If  that  test  works, 
mpany  will  open  more  such  out- 
erox  may  also  sell  small  machines 
Ivertising,  telephone  solicitation 
Stribution  through  retail  dealers, 
laps  the  most  radical  departure  of 
hat  Xerox  is  considering  accepting 
ns.  That  goes  with  its  efforts  to 
p  sales  versus  leases  of  machines. 


Xerox  President  David  T.  Kearns 

"I  consider  it  a  management  failure  that  we  didnt  do  other  things  as  well. 


Says  Kearns,  "When  you  don't  take  a 
trade-in,  you  exclude  yourself  from  a  fair- 
ly large  share.  Are  we  considering  selling 
a  competitor's  machine  that  we  take  in? 
The  answer  is  yes." 

The  most  important  change  in  Xerox' 
perception  of  itself  is  represented  by  its 
decade-long  moves  into  the  market 
called  the  "office  of  the  future"  by  jargon 
fans.  Basically  that  refers  to  all  the  de- 
vices and  systems  that  are  moving  cleri- 
cal work  off  paper,  out  of  file  cabinets 
and  into  electronic  equipment  and  im- 
proving office  productivity  through  auto- 
mation. Though  generating  pieces  of  pa- 
per will  still  be  necessary  at  various 
points  in  these  systems  (so  copying  ma- 
chines will  still  be  present  somewhere), 
the  trend  is  toward  putting  information 
into  magnetic  memories  and  retrieving 
it  on  cathode-ray  screens  for  processing. 

Says  Jacob  (Jack)  E.  Goldman,  Xerox' 
chief  scientist:  "In  the  late  1960s,  Peter 
McColough  redefined  our  company.  It's 
the  old  question  of  whether  you  consider 
yourself  as  providing  a  function  or  a 
product.  We're  not  a  copiermaker.  We're 
an  information  company  that  got  into 
the  business  via  copiers." 

Or  maybe  Xerox  was  a  copiermaker 
that  is  getting  into  the  information  busi- 
ness. In  any  event,  there  are  already  doz- 
ens, maybe  scores  of  companies  in  some 
part  of  this  broad,  evolving  field;  the 
office  of  the  future  will  be  assembled 
gradually — an  evolution  rather  than  a 
revolution.  But  if  anybody  has  the  capital 
and  the  technology  to  create  complete 
systems — whatever  thai  will  come  to 
mean — it  will  almost  certainly  be  the 
likes  of  IBM,  Exxon  and  Xerox. 

Xerox'  first  effort  to  get  into  the  busi- 
ness was  back  in  1969  when  it  paid  over 
$900  million  in  stock  for  a  computer- 
maker  called  Scientific  Data  Systems. 


Xerox  made  the  mistake  of  trying  to 
move  the  company  up  to  bigger  products 
instead  of  moving  down  to  what  was 
about  to  become  the  hot  minicomputer 
market.  In  1975  Xerox  finally  bailed  out 
of  what  had  become  a  disaster. 

At  the  same  time,  though,  Xerox  has 
been  moving  in  other  ways.  In  1972  it 
acquired  Diablo  Systems,  inventor  of  the 
"daisy  wheel"  printer,  a  device  that  is 
faster  than  IBM's  renowned  ball  printer. 
Xerox  claims  it  has  over  half  of  the  daisy- 
wheel  printer  business.  Shugart  Asso- 
ciates, picked  up  in  1977,  makes  over 
40%  of  the  floppy-disc  drives  used  in  the 
world.  And  last  year,  Xerox  acquired 
Century  Data  Systems,  which  supplies 
computermakers  and  users  with  about 
10%  of  the  rigid-disc  drives  now  used 
worldwide.  The  company  is  also  at  work 
on  other  developments  involving  new 
technologies  such  as  its  9700  laser  print- 
er and  a  joint  venture  with  Thompson 
CSF  of  France  to  develop  an  optical- 
disc  memory.  Xerox  moved  into  the 
communications  business  through  its 
proposed  XTEN  satellite  network  and 
the  1979  acquisition  of  Western  Union 
International. 

Along  the  way,  the  company  intro- 
duced its  800  electronic  typewriter 
(which  uses  a  daisy  wheel)  in  1975  and 
followed  it  with  the  850  word  processor 
in  1978.  Xerox  waited  too  long  to  intro- 
duce them  and  neither  machine  was  on 
the  frontier  of  technology.  But,  as  Data 
Quest's  Jorgensen  says,  "Xerox  learned 
from  its  mistakes,  and  its  new  people  are 
tigers."  In  December  Xerox  made  an- 
other try  with  the  introduction  of  its 
multifunction  "work  station,"  the  860, 
which  is  said  to  be  as  advanced  as  any- 
thing in  the  market  now.  And  it  has 
another,  even  more  advanced  unit  in  the 
works.  In  December  Xerox  came  out 
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with  what  it  calls  Ethernet,  a  local-area 
communications  network.  Ethernet  ties 
a  building  or  group  of  adjacent  buildings 
together  with  coaxial  cables  that  can 
connect  as  many  as  several  thousand 
work  stations.  These  stations  include 
word  processors  with  their  own  logic  and 
memory,  printing  devices,  electronic 
data  bases  and  files,  electronic  mail  and 
copiers.  Ethernet  need  not,  however, 
contain  a  big  mainframe  computer, 
which  is  the  expensive  heart  of  IBM's 
competitive  Systems  Network  Architec- 
ture. So  an  Ethernet  system  can  expand 
gradually  and  inexpensively,  as  needed.  If 
the  customer  has  not  already  taken  the 
plunge  with  a  large  computer,  the  cost  of 
entry  for  a  system  is  not  a  multimillion- 
dollar  commitment. 

Xerox  has  installed  Ethernets  in  the 
White  House  and  the  Congress,  where 
they  have  been  well  received. 

But  the  company  wants  to  move  faster 
than  its  own  technology  and  product 
lines  will  permit.  In  May  Xerox  set  the 
industry  on  its  ear  by  announcing  it  is 
completing  work  on  common  standards 
and  specifications  with  Digital  Equip- 
ment Corp.,  the  pioneering  minicomput- 
er-maker, and  with  Intel,  the  biggest 
manufacturer  of  microprocessors.  The 
plan  is  for  DEC  and  Intel  equipment  to 
link  up  with  Xerox'  Ethernet  system. 

DEC  knows  better  than  Xerox  how  to 
make  the  kind  of  machines  that  will  fit 
best  into  its  system,  and  Intel  is  as  ad- 
vanced as  anybody  in  the  realm  of  very 
large-scale  integrated  circuits,  the  super- 
chips  that  will  power  information  sys- 
tems of  the  future  and  make  them  eco- 
nomical. Clearly  the  move  will  advance 
the  versatility  of  Xerox'  system  by  let- 
ting outsiders  build  pieces  to  tie  into  it. 
And  by  reducing  its  own  RAD,  Xerox 
can  cut  its  costs  and  make  the  evolution 
come  faster. 

McColough  describes  the  development 
this  way:  "We  can  go  into  your  company 
and  put  the  Ethernet  through  and  put  some 
of  our  own  equipment  there.  But  we  can 
tell  you  that  you  don't  have  to  stick  with 
Xerox.  You  can  go  to  DEC,  Intel  or  any- 
body else.  The  IBM  approach  says:  'We'll 
put  our  system  in  here  with  IBM  equip- 
ment, but  you  won't  be  able  to  get  much 
else.'  "  This  compatibility  argument  is  an 
extremely  effective  marketing  tool  for 
customers  leery  of  total  commitment. 

That  also  means  that  Xerox  will  be 
competing  with  other  manufacturers  for 
equipment  that  will  go  into  the  system  it 
markets.  On  the  other  hand,  Xerox  com- 
ponents will  be  usable  in  competitive 
systems,  too.  This  tie-in,  therefore, 
makes  Xerox  far  more  competitive  at 
this  stage  with  IBM,  especially  when  no- 
body knows  for  sure  what  kinds  of  sys- 
tems will  finally  win  the  game,  if  there 
ever  is  an  ultimate  winner. 

Meanwhile,  Xerox  continues  to  pros- 
per in  the  upper  end  of  the  copying  busi- 


ness, with  profitable  products  such  as  the 
laser-printing  two-copies-a-second  9700. 
Overseas,  where  Kodak  is  still  reluctant 
to  expand,  Xerox  got  47%  of  its  $7  billion 
in  revenues  last  year  and  about  the  same 
share  of  its  $563  million  earnings.  Xerox 


is  also  negotiating  for  a  joint  vera 
with  China  and  a  deal  with  an  Inc 
conglomerate  for  what  may  well  be 
two  biggest  untapped  plain-paper  cc 
markets  on  earth. 

Clearly  Xerox  is  moving  again.  ■ 


0 
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You  re  scared  and  he  shows  you  salvation, 
an  ancient  technique,  but  Howard  Ruff  pit 
up  millions  of  dollars  a  year  doing  it. 


A  dream 
product 


■ 

akin 
sit 

u 


it 


By  John  Merwin 


John  Terry  Ieffers  used  to  sell 
IBM.  Now  he  sells  Howard  ].  Ruff. 
The  IBM  wardrobe  remains:  gray 
pinstripes,  white  shirt  and  black  wing- 
tips.  So  too  does  the  talk  about  "custom- 
er service,"  along  with  all  the  other  prin- 
ciples of  selling  computers. 

"First  time  I  met  Howard,"  says  the 
39-year-old  Ieffers,  once  an  IBM  regional 
marketing  representative,  "I  thought  he 
was  way-out.  But  one  of  the  things  I  saw 
in  Howard  was  that  he  was  a  great  per- 
former. And  what  good's  a  message  if  no 
one  understands  it?  I  said,  'Howard, 
you're  an  incredible  product.'  " 

Financial  adviser  Howard  Ruff,  popu- 
larly known  as  a  gloomy  economic 
prophet  and  author  of  mammoth  seller 
How  to  Prosper  During  the  Coming  Bad 
Years,  isn't  an  IBM  computer,  a  bar  of 
Dial  or  a  bottle  of  Perrier.  By  any  mea- 
sure, however,  he's  one  helluva  product. 
Just  look  at  what  he's  building. 

Ruff  and  Ieffers  are  principal  owners  of 
Target  Publishers  of  San  Ramon,  Calif., 
umbrella  for  a  panoply  of  Howard  Ruff 
promotions,  led  by  Ruff's  semimonthly 
newsletter,  the  Ruff Times ,  plus  radio  and 
television  programs  and  a  handful  of  oth- 
er ventures.  The  $125-a-year  Ruff  Times' 
circulation  has  climbed  to  142,000  from 
only  50,000  lust  over  a  year  ago,  Ieffers 
claims. 

Target's  sales  this  year,  Ieffers  says,  are 
likely  to  pass  $25  million,  dwarfing  the 
$1.5  million  the  company  took  in  during 
its  first  full  year,  1976.  Ruff's  newsletter 
alone  generates  subscription  revenues 
greater  than  many  major  national  maga- 
zines and  leads  one  of  the  cleverest  mul- 


timedia marketing  machines  in  the  b 
ness.  Operating  with  a  tiny  capital 
vestment,  Target  keeps  turning  it  d 
and  over,  surging  forward  on  a  tidal  w 
of  subscription  revenue. 

What's  Target's  secret?  It's  in 
numbers.  This  year  Target  and  RuffTi 
will  send  out  25  million  to  30  mill 
direct  mail  solicitations.  Most  hit  rq 
boxes  at  bill-paying  time,  just  after 
first  of  the  month — a  critical  psycholj 
cal  edge,  Target  research  has  discove 
Less  than  Vi  of  1  %  draws  new  subsc) 
ers,  but  at  $  1 25  a  shot,  relatively  few  n 
subscribers  will  finance  millions  nj 
direct  mail  pieces.  Here's  why:  Experi 
associated  with  each  $125  subscript) 
are  only  $50.  Most  of  the  remaining 
is  plowed  back  into  more  mailings.  Ti 
holds  taxes  down  while  building  the  g 
scriber  base. 

First-year  subscription  profit 
says,  is  $15 — $125  minus  the  $60  it  cc 
to  find  that  new  subscriber  and  the  $5 
takes  to  fulfill  his  subscription.  The 
ond  year  is  another  story — a  $65  pre 
profit.  Because  Ruff  isn't  spending  SSt 
find  the  second-year  subscriber,  $65 
the  $115  renewal  subscription  is  pre 
gravy,  and  that  pretax  profit  grows  rap 
ly  .as  the  subscriber  base  expandsj 
doesn't  take  an  M.B.A.,  which  Jefil 
earned  at  Berkeley,  to  see  the  snowl) 
effect  when  nearly  100,000  tirst-yj 
subscribers  are  up  for  renewal.  Jen 
projects  that  two-thirds  will  renew 
that's  true,  it's  clear  that  every  renewaj 
money  in  the  bank:  Disregarding  the 
rect-mail  machine,  Ruff  Times'  actual  (j 
torial  costs  are  almost  invisible  for  a  pj 
lication  that  claims  to  be  grossing  i 
million,  and  its  paper,  printing  and  mi 
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>ts  are  also  relatively  low.  "If  the 
is  worth  $125,  people  will  contin- 
)ay  it,"  says  Ruff,  the  49-year-old 
nist-without-portfolio.  "What  we 
i  the  money  is  really  none  of  their 
ss." 

thing  Ruff  has  done  with  his  share 
antarily  pay  what  remained  of 

00  in  debt  stemming  from  his 
bankruptcy  as  an  Evelyn  Wood 
g  Dynamics  franchise  owner.  Ruff 

1  an  important  lesson  from  the 
Wood  debacle — to  surround  him- 

ith  sophisticated  administrative 
:ing  minds  like  Jeffers,  so  it 
l't  happen  again.  Now  Ruff,  who 
even  have  an  office  at  Target, 
at  his  home  in  nearby  Modesto 
vels  around  the  country  selling  his 
lie  tonic  at  lectures  and  on  talk 
Jeffers  and  his  bright-eyed,  smil- 
ce  staff  of  105  stay  in  San  Ramon, 
ig  the  store. 

s  remarkable  ability  to  sell  him- 
d  his  philosophy  was  learned  the 
ay.  He  pushed  food  supplements, 
ics,  cleaning  products,  weight- 
ograms  and  freeze-dried  foods.  "I 
rmp  on  fads  and  abandon  them," 
nles.  "I  accumulate  them.  I  guess 
aid  accuse  Michelangelo  of  jump- 
a  lot  of  fads,  too,  whatever  they'd 
n  to  do." 

y  his  product  is  an  economic 
;e,  which  is  easy  to  poke  fun  at, 
arly  has  a  significant  following. 

months  ago  Ruff  attracted  nearly 
lationwide  followers  of  all  ages  to 
i  Diego  annual  Ruff  Times  conven- 

$95  a  head.  A  few  weeks  later  at 
r  organization's  conference,  Ruff 
to  an  affluent  Palm  Springs  audi- 

200,  at  $1,200  apiece.  These  out- 
peaking  engagements  generate 
)  fees  for  Ruff,  and  also  give  his 
tter  terrific  exposure.  Ruff's  ex- 
nary  speaking  talents,  buoyed  by 
z  jockey  quips  and  cliches,  keep 
:es  across  America  attentive 
le  drives  home  his  fundamental 
,e. 

ow  his  message  is  well  known: 
caught  in  rampant  inflationary 
/vhich  one  day,  if  uncorrected,  will 
cataclysmic  social,  political  and 
lie  chaos.  It's  an  old  formula  but  it 
orks:  First  you  take  an  already 
1  flock,  preach  a  little  fire  and 
me  and  then  show  them  the  way 
ation;  every  evangelist  preacher 
the  technique.  It  helps  Ruff  that 
e  newspapers  and  magazines  all 
pie  that  the  economic  situation  is 
t,  but  usually  do  so  in  terms  that 
y  people  cannot  understand — per- 
scause  most  media  people  don't 
rand  it  either.  Ah,  but  Howard 
Howard,  the  product,  is  someone 
iderstands  what  you  don't,"  says 
"He  makes  it  personal."  More 
ant,  Ruff  offers  a  solution,  simple 


directions  on  how  to  save  yourself  by 
buying  gold,  silver,  real  estate,  bonds  and 
freeze-dried  food. 

Target  receives  about  4,000  calls  a 
week  through  its  toll-free  "hot  lines," 
giving  Target  a  chance  to  deal  with 
Ruff's  followers  personally.  Counselors 
explain  Ruff's  advice  on  real  estate,  sil- 
ver, bonds  or  whatever,  if  necessary 
checking  Ruff's  book  Howard  Ruff  from  A 
to  Z  Not  only  do  readers  get  personal 
attention,  which  they  don't  get  from 
other  financial  newsletters,  they  get  an- 
swers to  simple  financial  questions 
which  they  might  betoo  embarrassed  to 
ask  a  friend,  like  "What's  the  difference 
between  a  money  market  fund  and  a 
bank  CD?" 


prose  was  worth  charging  for.  But  what 
I've  added  to  that  ego,  which  a  lot  of  us 
advisers  have,  is  some  pretty  heavy  mar- 
keting skills.  You  can  go  out  there  and 
get  5,000  people  to  sign  up  for  your  news- 
letter," Ruff  explains,  "because  there  are 
5,000  people  who  will  sign  up  for  any 
hard-money-oriented  newsletter.  We 
made  a  decision  to  do  something  other 
than  preach  to  the  already  converted.  We 
made  a  decision  to  reach  beyond  them." 

Ruff  has  reached  beyond  with  a  gospel 
that  makes  some  surprisingly  conven- 
tional points  despite  its  alarmist  packag- 
ing. Ruff  's  characterization  of  "a  collaps- 
ing currency"  for  instance,  is  nothing 
more  than  a  dollar  which  lately  has  lost 
15%  of  its  buying  power  because  of  infla- 


Gloom-and-doom  financial  adviser  Howard  Ruff 

Enough  alarm  to  create  action  without  sounding  like  a  scream  in  the  night. 


Isn't  that  an  expensive  service  to  ren- 
der? Sure,  but  it  is  also  a  clever  market- 
ing tool.  While  readers  (Target  calls  them 
"members")  get  practical  advice  and  a 
sense  of  belonging,  Target  is  running  one 
of  the  best  marketing  surveys  around.  As 
long  as  those  phones  ring  4,000  times  a 
week,  Howard  Ruff  won't  have  any  trou- 
ble gauging  what's  worrying  his  flock, 
and  will  be  able  to  adjust  his  message 
accordingly. 

But  back  to  the  product  himself:  How- 
ard Ruff,  a  warm,  bright  man  who  is  one 
of  the  best  walking,  talking  self-promo- 
tions around.  While  many  financial  ad- 
visers cloak  their  advice  in  carefully 
worded,  institutional  talk,  Ruff  practical- 
ly wears  out  the  words  "I  think"  in  writ- 
ing and  speaking.  If  Ruff's  followers  are 
looking  for  a  self-assured  leader,  they've 
got  one.  "In  this  advice  business,"  Ruff 
says,  "you  don't  even  get  into  it  unless 
you  have  considerable  ego.  Otherwise 
you  wouldn't  feel  that  your  deathless 


tion.  His  prediction  that  "money  will  be 
frozen  in  banks"  came  true  a  few  months 
ago,  Ruff  insists,  because  a  handful  of 
banks  scattered  around  the  country  brief- 
ly exercised  their  legal  right  to  require 
30-day  advance  notification  of  passbook 
savings  withdrawals. 

And  while  he  urges  followers  to  keep  a 
year's  supply  of  food  in  the  basement  for 
chaotic  times,  he  is  no  hard-money  fa- 
natic and  has  a  shrewd  sense  of  the  prac- 
tical. Last  fall  during  gold  and  silver's 
wild  price  jumps,  Ruff,  worried  by  the 
insane  markets,  dropped  his  long-stand- 
ing "buy"  recommendations  on  the  two 
precious  metals.  Ruff's  advice,  which 
proved  premature,  may  have  cost  nimble 
readers  profits  on  the  way  to  $850  gold 
and  $50  silver,  but  it  also  saved  an  equal 
number  of  amateurs  some  horrendous 
losses  when  the  metals  crashed  back  to 
earth  a  few  weeks  later.  And  this  spring, 
just  before  interest  rates  turned  down, 
Ruff  urged  readers  "to  throw  caution  to 
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the  winds  and  buy  bonds."  His  timing 
was  excellent — bond  prices  rose  sharply. 

"You  get  people's  attention  by  shout- 
ing," Ruft  says,  but  he  has  toned  down 
the  shouting  since  his  1974  book,  Famine 
and  Survival  in  America,  which  today  he 
calls  "a  crummy  book  filled  with  half- 
baked  economic  theory.  I  hadn't  learned 
the  art  of  creating  just  enough  alarm  to 
stimulate  action,"  Ruff  concedes,  "as  op- 
posed to  sounding  like  a  scream  in  the 
night." 

While  Ruff's  self-promotion  is  an  ex- 
cellent marketing  tactic,  at  times  he 
loses  control  of  his  own  puffery.  Last  fall 
on  a  TV  program  a  panelist  said  he  had 
read  material  published  by  Ruff  claiming 
that  in  the  Eighties  Ruff  would  be  one  of 
the  most  important  men  in  America. 
Ruff  replied,  "I've  never  read  that  materi- 
al." The  panelist  shot  back,  "It's  in  your 
publicity  release."  Another  example: 
When  speaking  of  his  "crummy"  book 
[Famine,  etc.)  Ruff  cautions  Forbes, 
"Don't  tell  people  it  was  a  bestseller.  It 
wasn't  even  in  the  bookstores."  Ruff's 
trumpeting  publicity  profile  describes 
the  book  as  "a  1974  bestseller." 

Much  of  Ruff's  public  relations  effort  is 
aimed  at  getting  him  on  nationwide  talk 
shows,  where  Ruff's  performing  abilities, 
a  principal  reason  for  his  success,  shine. 
So  far  he's  made  the  Phil  Donahue,  Merv 
Griffin  and  David  Susskind  shows,  after 
costly  lobbying  by  Ruff's  Los  Angeles, 
public  relations  firm.  "It  takes  a  lot  of 
work  from  a  very  competent  PR  firm  to 
get  that  job  done,"  Ruff  says,  "but  we've 
found  that's  our  best  marketing  tool." 

Ruff's  other  best  marketing  tool  is  his 
own  television  program,  The  Ruff  House, 
seen  in  285  TV  markets.  Ruff's  perform- 
ing abilities,  dating  back  to  his  days  as  a 
1 5-year-old  singer  in  Gilbert  and  Sullivan 
operettas,  blossom  on  The  Ruff  House. 
He's  very  quick  with  funny  quotes  and 
cliches,  and  subtly  takes  issue  with  his 
guests,  such  as  William  Simon,  ensuring 
that  his  audience  perceives  him  as  a  fi- 
nancial wizard,  not  just  a  talk  show  host. 
Ruff's  radio  commentaries,  launched  in 
March,  already  are  broadcast  from  over 
200  stations. 

What  if  long-term  inflation  drops  and 
the  economy  turns  rosy?  Will  Ruff,  his 
panicky  message  and  trenchant  market- 
ing machine  go  the  way  of  buggy  whips' 
"If  the  nation  were  genuinely  confident 
of  its  leaders,  its  policies  and  its  money,  I 
would  be  canceled  for  lack  of  interest," 
Ruff  admits,  and  then  hastens  to  add, 
"with  my  present  message." 

Ruff  continues,  "I'm  a  professional  fi- 
nancial adviser.  It's  my  job  to  help  people 
enhance  their  capital  in  good  times  or 
bad ...  it  really  doesn't  matter.  I'm 
equally  comfortable  professionally  in  ei- 
ther environment. 

"In  fact,  I'll  guarantee  you  something 
that  will  materialize  in  the  next  five 
years,"  Ruff  continues,  his  voice  rising. 


"Just  when  everybody  else  is  saying, 
'The  end  of  the  world  is  near,  we're  about 
.to  crash  through  the  bottom,  Western 
civilization  is  doomed,'  my  long-term 
faith  in  the  future  of  this  economy  is 
going  to  be  saying,  'These  guys  are  crazy. 
Now  is  the  time  to  make  a  long-term 
bet.'  We'll  be  buying  up  stocks.  We'll  be 


doing  whatever  we  have  to  do.  I'll  chi 
the  name  of  my  newsletter  to  (j  f:;. 
/imes  I'll  change  my  name  if  I  have 
He  may  have  to,  because  partner  1 
Jeffers  signed  a  long-term  lease  on  tj 
IBM  computers  grinding  away  bei 
the  lines,  life  center  of  Ruff's  fabu 
marketing  machine.  ■ 


Chemicals,  booze,  titanium  and  insurance 
an  analyst  describes  National  Distillers 
Chemical  Corp.  as  a  "crazy  quilt. "  Maybe 
but  Drummond  Bell  has  made  it  work. 


It  may  not 
make  sense, 
but  it  makes 
money 


By  Stanley  Ginsberg 


A lot  of  bourbon  has  passed  under 
the  bridge  in  the  56  years  since 
National  Distillers  &  Chemical 
Corp.  rose  from  the  ashes  of  the  old 
Whiskey  Trust.  Today,  National  counts 
among  its  businesses  chemicals,  wine 
and  liquor,  nonferrous  metals  and  insur- 
ance. A  conglomerate,  of  course,  but  a 
rather  special  kind — a  product  not  of  the 
stock  market  of  the  1960s,  but  of  its  own 
history.  For  Drummond  C.  Bell,  Nation- 
al's 64-year-old  chairman,  the  past  con- 
tinues to  point  the  way  toward  the  fu- 
ture. "Almost  from  the  very  beginning  a 
company  has  a  personality  and  charac- 
ter, just  like  a  person,"  he  reflects,  arm 
flung  across  the  top  of  his  chair.  "We 
started  out  as  a  distiller  of  alcohol  from 
grains.  After  the  war,  when  petrochemi- 
cal technology  took  off,  the  chemical  in- 
dustry forgot  where  it  came  from.  Now  I 
intend  to  bring  renewable  resources  back 
into  the  mainstream." 

If  this  kind  of  talk — renewable  resourc- 
es, mainstream — makes  you  uneasy,  we 
hasten  to  add  that  Bell's  actions  have 
matched  his  words.  In  his  ten  years  at 
National's  helm,  the  company's  revenues 


have  trebled  to  $2.1  billion,  and  earni 
per  share  ($4.04  last  year,  including  a| 
cent  nonrecurring  gain)  have  more  t: 
kept  pace;  in  spite  of  several  troulj 
divisions  it  netted  18%  on  stockhold) 
equity  last  year.  A  financial  man  witn 
years  at  Montgomery  Ward  before  join 
the  metals  business,  the  craggy-fao 
salty-talking  Bell  was  acquired  by  Natj 
al  in  1961  along  with  his  then-empld 
Bridgeport  Brass. 

When  he  talks  about  renewable 
sources  and  about  the  chemical  indu 
forgetting  its  origins,  Bell  is  talking 
way  about  National's  own  history, 
tional  got  into  chemicals  via  grain  a 
raw  material,  but  followed  the  rest  of 
industry  into  petroleum  feedstocks 
now  is  facing  what  OPEC  has  wroujj 
Says  Bell:  "We  simply  cannot  afford 
depend  on  raw  materials  whose  sug| 
and  cost  are  beyond  our  control." 

In  the  past,  Bell  acknowledges,  th 
was  little  incentive  to  reexamine  the  I 
sibility  of  making  industrial  alcoffl 
from  grain.  "OPEC  changed  everythini 
he  says.  "It's  the  best  damn  thing  I 
ever  happened.  It  made  people  get  up 
pay  attention  to  raw  materials." 

The  heart  of  National's  move  ha" 
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newable  resource  technology  is  its 
ltion  of  Emery  Industries,  Inc.  for 
nillion  cash  and  securities  in  May 
Another  move  was  the  recent  de- 
lent  of  a  continuous  fermentation 
s  for  producing  ethanol  from  grain 
:l\  characterizes  as  "a  major  tech- 
:al  breakthrough."  Emery,  a  $227 
i  (1978  sales)  producer  of  specialty 
:als  based  on  animal  fats  and  vege- 
)ils,  "fit  right  into  our  business, 
is  really  taking  hydrocarbons  from 
ere  and  reforming  them  into  in- 
il  chemicals,"  says  Bell.  "In  that 
t,  tallow  and  coconut  oil  are  as 
s  gas  and  oil — even  better,  since 
on't  run  out." 

is  equally  proud  of  the  new  con- 
s  fermentation  process,  which  E.F. 
l  analyst  John  Henry  estimates 
wer  the  cost  of  grain-derived  eth- 
:om  up  to  $1.50  a  gallon  to  $1. 
dy  ever  paid  much  attention  to 
itation  technology  after  we 
ed  to  petroleum  alcohols,"  Bell 
but  now  there  is  a  growing  market 
ohol  as  a  fuel."  The  process,  m- 
§  the  manipulation  of  yeasts,  has 

feasible  in  a  demonstration  plant 
as  been  operating  since  fan.  2.  A 
lion-gallon  plant,  the  first  full- 
peration  using  the  new  process,  is 

drawing  board  but  at  least  two 
way  from  production, 
low,  however,  the  company  is  still 

dependent  on  petroleum  products 
:mical  raw  materials.  U.S.  Indus- 
hemicals  Co.,  the  subsidiary  man- 
ring  polyethylene,  ethyl  alcohol 
lyl  acetate  monomer  from  natural 
ts  most  of  its  supplies  from  Pan- 
Eastern  Pipe  Line  Co.,  which 
0%  of  National's  3 1 .4  million  out- 
ig  shares.  "Given  the  deregulation 
aral  gas  and  National's  policy  of 
ihng  against  winter  shortages," 
nalyst  Henry,  "I  anticipate  im- 

margins  for  next  year." 
>e  margins  are  likely  to  be  even 
avorably  influenced  by  the  recent 
»  of  a  600-milhon-gallon-a-year 
acid  plant  near  Houston.  Supplied 
esidual-oil-based  feedstock  from 
Co.,  a  joint  venture  with  Du 
he  plant  will  make  National  more 
itegrated  in  the  production  of  vinyl 
:  monomer. 

u  really  want  to  see  Drummond 
lile,  ask  him  about  Almade'n,  Na- 
5  California  winemaker.  "A  real 
maker,"  he  purrs.  On  sales  of  only 
nlhon  last  year — up  from  $69  mil- 
1975 — Almade'n  realized  an  oper- 
>rofit  of  $20.1  million.  And  with 
:onsumption  growing  every  year, 
lore  is  there  to  say? 
tion  liquor,  on  the  other  hand,  and 
:brows  come  together  in  a  frown. 
1979  sales  of  $522  million  on  such 
ized  brands  as  Old  Grand-Dad, 
ow  and  Gilbey's  represented  fully 


one-quarter  of  National's  total  sales,  its 
profit  contribution  of  $23.1  million  con- 
tinued to  be  disappointing.  "It's  the 
damned  vodka  drinkers,"  Bell  com- 
plains, as  he  pours  out  a  sample  of  Na- 
tional's new  1 14-proof  bourbon.  "Why  in 
hell  would  anybody  want  to  drink  with- 
out tasting  it?"  Still,  there  is  some  sign  of 
improvement,  for  liquor  sales  and  profits 
showed  small  gains  for  the  second  year 
in  a  row.  "I'm  hopeful,"  says  Bell. 

Another  of  National's  businesses  that 
has  problems  is  nonferrous  metals.  Of 
his  alma  mater,  Bridgeport  Brass,  he  says: 
"It's  never  lost  us  any  money,  but  the 
market  for  fabricated  brass  is  horren- 
dous." However,  he  smiles  contentedly 
when  you  ask  about  titanium.  "We  got 


into  it  in  1955,  and  it's  the  thing  that 
John  Bierwirth  [Bell's  predecessor]  will 
be  remembered  for.  We  were  convinced 
that  it  was  an  idea  whose  time  was  com- 
ing. We  just  didn't  know  when."  It  took 
long  enough:  25  years.  During  the  long 
wait,  National  brought  in  additional  met- 
allurgical technology  and  plant  capacity 
by  selling  50%  of  its  titanium  subsidiary, 
now  named  RMI,  to  U.S.  Steel.  But  now 
RMI  has  sold  out  its  entire  capacity 
through  1982.  With  22%  more  capacity 
coming  on  line  this  month,  the  U.S.  sec- 
ond-ranking producer  of  this  unpredict- 
ably cyclical  metal  should  not  have  much 
trouble  recouping  a  quarter-century  of 
losses.  From  $6  million  profit  on  metal 
sales  of  $391  million  in  1977,  last  year's 
figures  jumped  to  $30.2  million  profits 
on  $566  million  in  sales.  Recession  or 
not,  threats  to  our  Middle  Eastern  lifeline 
and  Soviet  saber-rattling  virtually  guar- 


antee U.S.  rearmament  and  a  huge  de- 
mand for  titanium.  "You  can't  fly  super- 
sonic without  it,"  Bell  says. 

National's  property/casualty  insurance 
business  is  centered  around  the  Indiana 
Group,  a  $152  million  (1979  revenues) 
regional  insurer  that  Bell  picked  up  for 
stock  in  April  1979.  "It's  an  absolute 
cash  cow,"  Bell  smiles.  "There  are  no 
fixed  assets,  no  raw  materials  to  worry 
about.  If  we  say  we  want  our  cash  out, 
it's  there — just  sell  the  assets."  Although 
chartered  in  eight  states,  the  bulk  of  the 
company's  business  is  concentrated  in 
Indiana.  "We're  not  thinking  about  fur- 
ther acquisitions  just  yet,"  says  Bell. 
"There's  plenty  of  room  for  growth  with- 
in this  company." 


Chemicals,  metals,  booze  and  insur- 
ance. What  kind  of  corporate  mix  is 
that?  "It's  a  crazy  quilt,"  says  one  ana- 
lyst, "but  so  what?  It's  a  well-balanced 
crazy  quilt."  And  maybe  not  so  crazy. 
Titanium  is  finally  having  its  day.  Grain 
is  coming  back  as  a  chemical  feedstock. 
Maybe  one  day  soon  folks  will  get  tired 
of  vodka  and  get  back  to  a  real  he-man's 
whiskey.  Although  he's  nearing  normal 
retirement  age,  Drummond  Bell  figures 
on  staying  around  for  a  while  to  see  how 
these  things  develop.  "I'll  leave  when  I 
start  to  feel  bad,"  he  says.  In  the  mean- 
time National's  earnings  were  up  37% — 
to  $1.30  per  share — in  its  traditionally 
high  first  quarter,  and  should  reach  $4.10 
for  the  year,  according  to  analyst  Henry. 
It's  been  a  rocky  road  for  National  these 
past  few  years,  but  Bell  seems  to  have 
already  tapped  the  best  renewable  re- 
source there  is — profits.  ■ 
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The  smiles  at  PSA  aren  t  just  painted  on  the 
airplanes  these  days.  Management  and  share- 
holders have  a  lot  to  be  happy  about,  too. 

Happiness  in  your 
own  backyard 


The  skies  are  downright  un- 
friendly these  days  to  transconti- 
nental haulers  United,  American, 
TWA  and  Eastern,  who  arc  slugging  it 
out  with  $99  specials,  supcrsavcrs  and 
other  cut-rate  fares  to  till  their  empty 
cross-country  scats.  United  and  Ameri- 
can have  omitted  their  dividends  this 
year  and  their  stocks  are  selling  at  well 
below  book  value.  Meanwhile,  on  the 
400  miles  between  Los  Angeles  and  San 
Francisco,  the  red-and-orangc  planes  of 
PSA  are  coming  money.  Fares  on  this 
route  have  gone  up  almost  50%  in  the 
last  year  (from  $.16  to  $53  lor  a  one-way 
ticket)  with  little  loss  of  traffic.  At  PSA's 
San  Diego  headquarters,  the  smiles  on 
the  laces  ol  management  are  as  wide  as 
those  painted  on  the  airplanes. 

Last  year  PSA's  earnings  rose  from 
$1  1.6  million  to  $23  million,  a  99%  in- 
crease on  a  sales  jump  of  46%.  Return  on 
equity,  which  stalled  at  around  4",.  in 
1977,  was  up  to  24%.  This  year  PSA 
could  make  $27  million  on  sales  of 
around  $500  million,  double  the  sales  of 
just  two  years  earlier.  Wall  Street  is  tak- 
ing notice.  The  stock,  which  nose-dived 
to  8  in  1978,  is  up  to  24. 

Since  deregulation  became  a  way  of 
life  m  late  197s,  the  long-haul  carriers 
have  been  cutting  each  other's  throats 
with  uneconomical  rates.  Tempted  by 
deregulation  to  break  into  the  big  time, 
regional  carriers  like  Republic  Airlines 
and  US  Air  (formerly  Allegheny  Airlines) 
have  been  moving  into  national  markets. 
But  PSA  has  stuck  close  to  home.  It's  a 
caution  born  of  experience. 

The  sensation  of  the  airways  in  the 
Sixties,  PSA  grew  by  coaxing  people  out 
of  their  cars  and  into  the  air,  becoming 
the  largest  intrastate  air  carrier  in  the 
U.S.  But  a  tightfisted  California  Public 
Utilities  Commission  kept  PSA  on  a  diet 
of  low  rate  increases.  PSA  was  getting 
only  8  cents  a  passenger  mile,  vs.  1 2  cents 
a  mile  for  other  regional  carriers. 

New  management  in  1976  decided 
that  it  was  better  to  be  a  PSA  than  a 
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mini-United  Airlines,  and  set  about  get- 
ting rid  of  the  rent-a-cars,  hotels  and 
radio  stations  that  were  grounding  earn- 
ings. Then  came  deregulation.  It  has 
proven  a  bonanza  for  PSA.  "Under  dereg- 
ulation we  got  what  amounted  almost  to 
freedom  of  pricing,"  says  PSA  President 
Paul  Barkley,  51,  who  moved  into  the  job 
last  year  when  William  Slump  stepped 
up  to  chairman.  "Our  tares  under  the 


PSAs  President  Paul  Barklev 


Flying  high  into  the  Sunbelt. 

PUC  were  almost  50%  below  Civil  Aero- 
nautics Board  formula  fares.  We  were 
able  to  move  fares  up  15%  right  away, 
and  that  flexible  pricing  saved  our  lives 
when  fuel  went  up." 

What  is  extraordinary  is  that  PSA  was 
able  to  hold  on  to  a  60%  market  share  in 
California  in  the  face  of  fare  boosts  aver- 
aging 65%.  The  market  proved  remark- 
ably insensitive  to  higher  prices;  histori- 
cally, 65%  to  75%  of  the  passengers  are 
business  travelers.  Having  traveled  PSA 
for  its  low  tan  s,  they  were  surprisingly 
loyal  w  hen  tares  went  up.  But  it's  not  just 
loyalty.  PSA  is  still  generally  cheaper 
than  its  competition. 

Best  of  all,  PSA  continued  to  be  the 
low  cost  operator.  Explains  Barkley:  "We 
limited  our  routes  to  two  hours  from 
California  cities  so  we  avoid  food  service 
and  stick  with  one-class,  high-density 
seating."  Not  serving  food  eliminates 
galleys,  so  PSA  can  pack  up  to  40  extra 
seats  into  its  727s. 

Barkley's  first  destinations  out  of  Cali- 


fornia were  Reno  and  Las  Vegas.  " 
Vegas  is  the  fifth-largest  market  in  j 
U  S  ,"  Barkley  points  out,  "but  soofl 
could  be  second  or  first."  A  million  an 
half  people  fly  to  Las  Vegas  every  yn 
from  southern  California,  but  anot 
4.5  million  drive.  If  Barkley  can  get  th| 
people  into  his  planes,  Las  Vegas  co 
become  another  jackpot  like  San  Fram 
co  and  Los  Angeles. 

PSA  now  flies  to  Phoenix  and  { 
Lake  City.  Flights  to  the  Mexican  rest 
of  Mazatla'n  and  Puerto  Vallarta  began 
April.  By  the  end  of  the  year,  Barld 
hopes  to  have  his  birds  winging  nortn 
Seattle  and  later  to  Denver,  Houston  J 
Dallas/Ft.  Worth. 

By  1982,  20  planes  in  PSA's  fleet— rJ 
totally  727s — will  be  more  fuel-effici 
DC9-80s,  which  cost  about  40%  lesjj 
operate. 

But  competition  from  the  major  tru 
carriers  has  been  heating  up.  Last  moj 
Western  Air  Lines  announced  that  tn 
elers  on  PSA's  bread-and-butter  ro 
from  Los  Angeles  to  San  Francisco  vl 
receive  $50  off  any  ticket  in  Westei 
system  if  they  buy  five  one-way  West 
tickets  on  this  run.  Will  a  potential  n 
trip  to  Hawaii  entice  the  business  trai 
er  to  give  up  PSA's  every-hour-on-tj 
hour  flights  for  Western's  less  frequl 
schedule!1  Maybe  not,  but  it  Unit) 
which  matches  PSA's  frequency,  wera 
follow  Western,  PSA  would  be  rorceffl 
offer  its  own  discounts. 

Yet  PSA  has  shown  that  it  can  rcspa 
quickly  to  keep  its  newly  won  proffl 
When  passenger  traffic  tell  off  ffl 
spring,  the  company  quickly  leased  I 
of  its  727s  to  Eastern.  Barkley  faces 
future  free  of  most  of  the  problems  of 
last  several  years.  A  settlement  w| 
Lockheed  has  taken  care  of  the  th 
L- 101  Is  ordered  in  the  days  when  [ 
company  fancied  itself  another  Unit 
the  planes  were  simply  not  economj 
for  PSA's  routes. 

Gone  too  is  Harold  Simmons,  the  "I 
as  entrepreneur  who  fought  a  close  ; 
finally  losing  battle  for  control  of 
company  in  1978.  Management  boul 
him  out  with  used  Boeing  727s — litej 
ly.  It  swapped  the  planes  for  Simmc 
20%  of  the  company.  Simmons  proba 
made  $8  million  on  the  deal  and 
other  shareholders  were  happy,  too, 
cause  management  turned  around  ; 
distributed  Simmons'  stock  to  them. 

Barkley  looks  pleased  with  the  con) 
nation  of  good  luck  and  smart  moi 
that  have  turned  PSA  from  a  near-dH 
ter  into  a  thriving  enterprise.  "You  ca 
he  (ill  things  in  today's  world,"  he  sa 
explaining  why  PSA  is  determined 
remain  specialized.  Then  he  refers  tm 
glowing  economic  health  of  the  area 
serves.  The  listener  is  reminded  of 
old  story  of  the  man  who  roamed 
world  only  to  find  diamonds  in  his  a 
backyard.  ■ 

FORBES,  |ULY  7.  i 


EAUTY 


In  Mexico,  beauty  is  always  near  at  hand.  At 
times  it  is  impressive,  as  with  the  monuments  of 
the  prehispanic  culture. 

At  others  it  dazzles  us  with  the  riches  of 
colonial  art.  At  every  step  we  come  across 
examples  in  the  infinite  variety  of  our  arts  and 
crafts.  Each  morning  before  our  very  eyes  it  is 
visible  in  the  diverse  changes  of  Nature.  It 
surprises  us  in  the  floral  carpets  made  each  year 


by  the  people  of  Huamantla,  covering  the  streets 
of  their  village  with  beauty  for  just  a  few  hours. 

In  the  spirit  of  this  search  for  beauty  and  the 
very  excellence  of  Mexico  and  placing  at  its 
service  our  capacity  of  work,  the  latest  in  modern 
technology,  and  a  solid  corporate  structure, 
Alfa  was  born  and  has  grown  to  become  the 
largest  private  enterprise  in  our  country. 

The  confidence  in  a  Mexico  that  grows  more 
beautiful  each  day  is  the  basis  for  our  future. 


and  technology  •  Industrial  equipment  and  machinery 
'  and  packaging  •  Petrochemicals  •  Capital  goods  •  Engineering 
processing  and  packing  •  Synthetic  libers  •  Land  and  resort  development 
onics  •  Home  appliances  •  Tractors  and  larm  equipment  •  Mining 
ision  and  communications 
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"Does  work  pile  up 
at  the  office  when 
you're  traveling?" 


"Do  you  forget 
good  ideas  from 
one  day  to  the  next?" 


"Do  you  scribble 
notes  that  nobody 
can  read?" 


"Stop  playing  catch-up  and  start  getting  ahead 
with  Lanier's  Vest  Pocket  Secretary" 


-Arnold  Palmer 

When  you're  traveling,  Lanier's  Vest 
Pocket  Secretary  travels  with  you.  Letters, 
memos,  reports  and  instructions  for  your 
secretary  get  done  on  the  plane,  in  the  car, 
in  a  hotel  room.  So  work  doesn't  stop  when 
you're  on  the  go. 

To  remember  ideas,  the  Vest  Pocket 
Secretary  is  perfect.  Small  enough  to  fit  in 
the  palm  of  your  hand,  it  works  with  one 
button.  You  can  get  ideas  down  as  fast  as 
you  get  them. 

When  you  need  to  take  notes,  the  Vest 
Pocket  Secretary  is  faster  and  easier  than 
writing  things  down.  Clearer,  too.  You  don't 
have  to  figure  out  what  your  notes  mean. 
Your  secretary  doesn't  have  to  read  your 
handwriting. 

Start  getting  ahead  of  paperwork  right 
now.  Mail  in  the  postpaid  card.  Or  call 
Jennifer  Scott  toll-free  at  (800)  241-1706. 
In  Georgia,  call  (404)  321-1244,  collect. 
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n  Marriner  Eccles  went  to  Washington  he 
is  little  brother  run  the  family  bank.  That 
no  mistake  for  First  Security  Corp. 


Letting  George 
do  it 


By  Ben  Weberman 


££       THROUGH       FREE- SPENDING 

1979,  George  S.  Eccles,  the  black- 
jrowed,  80-year-old  chairman 
0  of  Salt  Lake  City's  First  Securi- 
k,  was  acting  almost  as  if  it  were 

for  him  to  lend  money.  While 
nk  loans  overall  increased  13% 
ik  holding  companies  like  New 

Citicorp  were  pressing  plastic 
:  public's  eager  hands,  total  loans 


by  First  Security's  13  banks  with  153 
offices  in  Utah,  Idaho  and  Wyoming  rose 
by  less  than  seven-tenths  of  1%,  and 
installment  credit  actually  decreased.  Let 
other  banks  live  like  there  was  no  tomor- 
row. Out  in  Mormon  country,  they  look 
at  things  differently. 

First  Security's  1979  earnings  were 
still  up  11.4%,  to  $3.13  a  share.  A  10% 
increase  was  what  George  Eccles  had 
budgeted  for  1979;  what  Eccles  budgets 
for  he  usually  gets.  An  annual  10%  in- 


utity's  (ieorge  S.  Eccles 
v,  sell  high. 


crease  in  earnings  is  what  he's  budgeting 
for  the  next  five  years. 

George's  late  older  brother  Marriner  is 
in  the  history  books  as  the  man  who 
established  the  independence  of  the  Fed- 
eral Reserve  Board  (see  box,  p.  53).  All 
those  years  Marriner  was  in  Washington, 
brother  George  was  building  one  of  the 
finest  regional  bank  holding  companies 
in  the  nation. 

Like  the  Eccles  family  itself,  First  Se- 
curity is  steeped  in  Mormon  history.  The 
bank  holding  company — one  of  the 
first — was  organized  in  1928  from  17 
banks  and  1  S&L  in  Utah  and  Idaho. 
During  a  1932  bank  panic  in  Salt  Lake 
City,  First  Security  acquired  the  Deseret 
National  Bank,  which  had  been  founded 
by  Brigham  Young  and  was  the  oldest 
national  bank  in  Utah.  (The  Eccleses 
were  not  new  to  calming  bank  panics.  In 
1931,  Marriner  had  personally  staved  off 
a  run  on  the  Ogden  State  Bank,  a  com- 
petitor of  his  own  First  National  Bank  of 
Ogden,  by  having  his  employees  call  Og- 
den State's  customers  to  tell  them  not  to 
withdraw  their  funds.  Eccle's'  bank 
would  handle  their  needs  until  the  crisis 
passed.)  George  Eccles,  who  had  come  to 
work  for  the  family  bank  within  months 
of  his  graduation  from  Columbia  Univer- 
sity School  of  Business  in  1923,  became 
the  holding  company's  CEO  when  Mar- 
riner left  for  Washington  in  1934. 

Today,  First  Security,  with  assets  of 
$3.4  billion,  ranks  59th  in  size  on 
Forbes'  annual  banking  survey  and 
among  the  top  15  in  growth  of  assets, 
equity  and  return.  In  the  resource-rich, 
cash-hungry  intermountain  West,  it  has 
the  highest  credit  rating  possible  for  a 
bank  holding  company. 

At  a  time  when  many  regional  banks 
are  trembling  at  prospects  of  raids  on 
their  territory  by  the  big  money-center 
banks,  First  Security  observes  the  pros- 
pect with  a  certain  detachment.  Eccles 
likes  to  tell  how  Citicorp's  "Person-to- 
Person"  consumer  loan  offices,  in  his 
judgment,  haven't  made  much  progress 
in  Salt  Lake  City.  "I  don't  know  how 
they  got  their  mailing  lists,"  he  says, 
"but  a  lot  of  their  solicitations  seem  to 
have  been  delivered  to  customers,  even 
officers  of  our  banks." 

Eccles  has  some  good  things  going  for 
him.  One  is  the  Mormons'  traditional 
10%  tithing,  which  makes  a  nice  deposit 
base.  The  church's  cash,  and  short-term 
investments  like  CDs,  are  for  the  most 
part  kept  in  local  banks.  Eccles  grumbles 
that  many  of  his  fellow  Mormons  still 
think  publicly  owned  Zions  First  Nation- 
al Bank  across  town,  founded  in  1873  by 
Brigham  Young,  is  part  of  the  church. 
But  First  Security  is  clearly  in  with  the 
Establishment:  Two  members  of  the 
church's  ruling  Council  of  the  Twelve  sit 
on  its  board,  as  well  as  First  Councillor 
N.  Eldon  Tanner. 

While  Mormon  industhousness  is  a  re- 
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With  more  direct  accountability  being 
attached  to  membership  on  a  hospitaPs 
board,  trustees  are  increasingly  concerned 
about  their  hospitaPs  exposure  to  risk -and 
about  their  personal  need  for  insurance 
protection, 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


Not  long  ago,  membership  on 
a  nonprofit  hospital's  board  of 
trustees  meant  honor  and  prestige 
and  very  little  else.  Boards  of 
trustees  were  typically  involved 
with  fund  raising  and  consider- 
ation of  major  capital  expendi- 
tures, rather  than  hospital  man- 
agement matters. 

But  times  have  changed. 
Trustees  are  now  seen  in  a  new  light 
—  as  being  ultimately  responsible 
for  the  performance  of  their  hospi- 
tal and  its  responsiveness  to  the 
people  it  serves.  If  funds  are  mis- 
applied, or  discrimination  is  al- 
leged, or  an  unqualified  physician 


is  allowed  to  practice  in  the  hospi- 
tal, the  trustees  can  be  the  targets 
of  lawsuits.  And  the  trustees'  need 
for  protection  has  grown 
accordingly. 

As  a  result,  more  hospital 
boards  of  trustees  today  are  pro- 
tected by  directors'  and  officers'  lia- 
bility insurance,  while  prospective 
board  members  are  increasingly 
making  it  a  condition  of  their  ac- 
ceptance. In  essence,  this  insur- 
ance protects  the  trustee  against 
"wrongful  acts"  —  anything  from 
negligent  misstatements  and 
omissions  in  financial  reports  to 
inadequate  supervision  of  the 


hospital's  equipment  control  pro- 
cedures. The  emphasis  is  on  negli- 
gence, in  contrast  to  fraud  or  falsi- 
fication of  any  kind,  which,  of 
course,  is  not  covered. 

And,  it  is  important  to  note, 
directors'  and  officers'  policies  also 
exclude  professional  malpractice 
claims,  both  medical  and  hospital 
—  certainly  the  biggest  hospital 
problem  of  all  and  one  which 
causes  trustees  continuing 
concern. 

Confronting  the  menace 
of  malpractice 

The  malpractice  issue  began  to 
loom  over  hospitals  a  decade  ago. 
By  1975,  it  had  reached  crisis  pro- 
portions, with  hospital  malprac- 
tice liability  insurance  becoming 
so  costly  that  many  hospitals  could 
no  longer  afford  it.  And,  by  1977, 
malpractice  insurance  was  costing 
U.S.  hospitals  an  estimated  S1.2 
billion,  six  times  what  it  had  cost 
five  years  earlier. 

Although  trustees  are  still  sel- 
dom named  specifically  in  hospital 
malpractice  suits,  there  is  a  notice- 


fospital  Trustees 


t  trend  in  that  direction.  Indi- 
ual  physicians  and  hospitals  as 
ities  are  usually  the  defendants, 

trustees  can  be  liable  in  an- 
er  way.  The  provision  of  ade- 
te  hospital  insurance,  includ- 

malpractice  insurance,  is  a 
stee  responsibility,  and  insuffi- 
lt  insurance  can  be  the  basis  of  a 
bility  suit  against  board 
mbers. 

Several  courses  of  action  can  be 
sidered  by  hospital  boards  in 
ling  with  malpractice  risks  and 
er  insurance  needs.  One  is  more 
-insurance,  whereby  the  hospi- 
partially  funds  its  malpractice 
ms  through  high  deductibles, 
ly  when  claims  exceed  a  given 
aunt  does  insurance  take  over. 

Another  approach  is  the  forma- 
i  of  specially  chartered  insur- 
e  companies,  set  up  by  groups 
hospitals  tc  share  malpractice 
:s.  The  hazards  attached  to  such 
tual  endeavours  tend  to  be  rela- 
?ly  high,  largely  because  some 
lpractice  claims  may  not  be 
de  for  many  years  after  an  al- 
ed  occurrence.  Future  losses  — 
1  the  setting  aside  of  adequate 


funds  to  meet  them  —  thus  become 
difficult  to  estimate. 

A  third  option  in  confronting 
the  malpractice  threat  -  and  one 
which  a  growing  number  of  trustee 
boards  have  put  into  effect  —  is 
reducing  malpractice  exposures  by 
means  of  a  thorough  program  of 
hospital  loss  control. 

Leaving  nothing  to 
chance 

Simply  stated,  loss  control  is 
the  prevention  of  losses  before  they 
occur.  Working  with  professionals 
in  this  field,  numerous  hospitals 
have  achieved  notable  reductions 
in  losses  from  malpractice  liability, 
as  well  as  general  liability,  workers' 
compensation  and  property 
exposures. 

A  loss  control  program  in- 
volves a  thorough,  in-depth  survey 
within  the  hospital,  with  emphasis 
on  current  operations.  The  pro- 
gram is  designed  to  evaluate  the 
existing  loss  control  methods;  to 
identify  all  loss  exposures,  both 
past  and  potential;  to  recommend 
specific  measures  that  will  elimi- 
nate or  minimize  those  exposures; 


d  an  outsider  look  in? 

;sporise  to  the  financial  pressures  con- 
hospitals  today,  numerous  trustees 
essing  interest  in  the  services  of  out- 
ofessional  hospital  management 
es. 

ted  in  every  phase  of  hospital  manage- 
lch  companies  can  apply  economies  of 
educe  operating  expenses  while  main- 
nigh  standards  of  medical  care, 
o  doing,  they  may  also  bring  about 
)spital  liability  exposures  -  including 
rice  exposures  and  those  of  trustees. 


and  to  monitor  the  results  of  the 
measures  taken. 

INA  is  one  of  the  major  pro- 
viders of  hospital  loss  control  ser- 
vices, as  well  as  of  directors'  and 
officers'  liability  insurance  for  hos- 
pital trustees  and  of  hospital  and 
medical  malpractice  coverage.  An- 
other INA  company,  Hospital  Af- 
filiates International,  provides 
professional  hospital  management 
services.  INA  specialists  also  assist 
in  structuring  entire  insurance  and 
risk  management  programs  for 
hospitals,  including  services  to 
self-insureds  and  to  captive  insur- 
ance companies. 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
hospital  trustees,  typifies  INA's 
comprehensive  approach  to  in- 
creasingly sophisticated  insurance 
and  risk  management  services. 

Comprehensive  services 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  around  the 
world. 

For  an  informative  booklet  on 
meeting  the  liability  problems  of 
hospital  trustees,  write  INA, 
Dept.  R,  1600  Arch  Street,  Phila- 
delphia, PA  19101. 


The  Professionals 
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I  PRESENTING  THE  FIRST  NEW  JAGUAR  SEDAN  IN  A  DECADE 

THE  SERIES  III  SEDAN. 
SIMPLY... 

THE  BEST  JAGUAR  EVER  BUILT 


To  surpass  the  very  high 
standards  of  handling, 
response  and  luxury  set 
by  previous  Jaguars  is  a 
formidable  challenge.  In 
the  new  Series  III  sedan, 
this  challenge  has  been 
met  and  mastered. 

The  Series  III  is,  very 
simply,  the  best  Jaguar 
sedan  ever  built. 

To  begin  with  its  en- 
gine, it  is  our  famous  4.2  litre,  double 
overhead-cam  Six  with  the  incredible 
response  of  a  computerized  Bosch/ 
Lucas  electronic  fuel -injection  system. 
Coupled  with  a  thoroughly  dependable 
electronic  ignition  and  our  automatic 
cold-start  enrichment  fuel-injection  sys- 
tem, the  car  is  uncommonly  reliable  in 
starting  up,  even  when  left  out  in  cold 
weather.  And  every  Jaguar  engine  is 
individually  bench-tested,  then  road- 
tested  too,  before  it  is  certified  accept- 
able for  shipment. 

But  perhaps  the  ultimate  test  of 
greatness  in  any  luxury  car  is  the  way  it 
moves.  And  nothing  moves,  handles  or 
responds  like  a  Jaguar  Series  III.  The 
steering  is  smooth  and  precise,  thanks 


to  a  power  rack  and  pinion  system.  Fully 
independent  suspension  on  all  four 
wheels  gives  you  a  constant  sense  of 
control,  regardless  of  the  road  surface. 
And  four-wheel  power  disc  brakes  stop 
the  car  with  silken  authority. 

In  refining  the  exterior  styling  of  our 
classic  XJ  sedan,  we  studied  the  car 
long  and  thoughtfully.  Then  we  added  a 
new,  sleeker  roofline  that  gives  the  car 
more  glass,  better  visibility  and  more 
headroom  for  rear  passengers.  There  is 
a  new  grille,  new  and  more  subtly  inte- 
grated bumpers,  a  new  taillight  grouping 
and  other  refinements  of  styling 
throughout  the  car. 

Inside  the  Series  III  you  will  find  many 
new  luxuries  as  standard  equipment.  As 


you  expect  in  a  Jag 
superb  leathers,  r< 
burled  walnut,  deep 
peting  and  an  aweso 
silence  in  motion  are 
built  into  the  car.  And  r 
there  is  a  new  casse 
plus  stereophonic,  fc 
speaker  AM/FM  rat 
with  signal-seeking  tu 
There  is,  too,  a  hide 
antenna  that  can  be 
to  rise  automatically  after  the  eng 
has  started,  and  to  lower  itself  when  \ 
turn  off  the  engine.  Automatic  air  co 
tioning  and  cruise  control  are  stand, 
too,  as  are  radial-ply  tires  and  drr 
operated  power  side-view  mirrors. 

The  Series  III  is  undoubtedly  the  b 
Jaguar  sedan  ever  built.  Come,  dr 
this  uncommon  machine  and  see 
yourself.  For  the  name  of  the  dea 
nearest  you,  call  these  numbers 
free:  (800)  447-4700,  or,  in  Illinois,  (8i 
322-4400. 
Jaguar  Rover  Triumph  Inc.  Leonia  N  J  07i 

JAGUAF 


in  its  own  right,  it  is  not  the  only 
e  First  Security  has  going  for  it. 

traditionally  agriculture-based 
ly  is  now  booming  with  resource 
iment — natural  gas,  oil,  copper, 
Aerospace  and  electronics  compa- 
:  opening  plants  in  Utah  and  Ida- 
ike  advantage  of  the  high-quality 
rce.  Unemployment  in  Utah,  Ec- 
ints  out,  is  around  5.3%,  com- 
ith  the  national  average  of  7.8%. 

any  businessman,  a  banker 
lis  money  off  the  spread  between 
E  of  his  merchandise  and  what  he 
for.  A  banker's  merchandise  is,  of 
money.  First  Security  sees  to  it 
buys — or  rather  hires — that  mer- 
e  as  cheaply  as"  possible  and  sells 
arly  as  possible.  Its  net  interest 
rose  last  year  to  a  new  high  of 
impare  that  to  Bank  of  America's 
and  its  11.5%  yield  on  earning 
ras  almost  twice  its  average  6.5% 
money. 

:  many  bankers  were  being  whip- 
n  bonds — going  long  last  fall,  then 


getting  caught  short  when  the  market 
rallied  in  May — First  Security's  timing 
was  well-nigh  perfect.  Explains  Eccles: 
"We  sold  our  1980  and  1981  govern- 
ments quite  a  long  time  ago  and  we've 
been  in  the  high-yielding  money  market 
with  the  proceeds  of  those  issues.  Earlier 
this  year  [when  intermediate-term  inter- 
est rates  were  in  the  10% -to- 14%  range], 
we  were  buying  eight-,  nine-,  ten-year 
government  issues,  and  we  also  have  an 
awful  lot  of  money  in  18% -to- 19%  Euro- 
dollar deposits  that  mature  in  July  and 
August."  First  Security  Corp.  picks  up 
additional  profit  from  the  securities  mar- 
ket through  its  substantial  stake  in  the 
Wall  Street  bond-dealing  firm  of  Aubrey 
G.  Lanston  &.  Co. 

Not  surprisingly,  First  Security  is  one 
of  the  few  bank  holding  companies 
whose  shares — recently  at  20 — trade 
near  book  value.  That  turns  off  some 
institutional  investors,  but  it  is  support- 
ed by  numbers  like  First  Security's 
1.15%  earned  on  1979  assets,  vs.  0.64% 
for  BankAmerica  or  0.58%  for  Citicorp. 


In  most  of  the  country,  demand  for 
bank  loans  is  turning  soft,  but  this 
doesn't  seem  to  be  a  problem  for  First 
Security  in  booming  Utah.  "We  don't 
have  to  push  to  get  loans  on  the  books  in 
this  area,"  says  Eccles. 

Earnings  were  up  13%  in  the  first  quar- 
ter and  Eccles  expects  to  do  as  well  for 
the  year,  which  would  produce  per-share 
earnings  of  about  $3.50.  That  almost 
guarantees  another  dividend  increase  for 
First  Security  shareholders;  the  current 
payout  is  only  about  27%,  vs.  the  com- 
pany's traditional  33%. 

As  statutory  banking  limits  continue 
to  melt,  does  First  Security  have  ambi- 
tions to  be  anything  but  a  regional  bank? 
No,  says  George  Eccles  firmly:  "We're  a 
regional  bank  with  a  difference."  By  the 
way,  that  difference  is  likely  to  continue 
for  at  least  another  generation.  George 
Eccles  has  no  children,  but  his  brother 
Spencer  did.  Spencer's  son,  Spencer  F. 
Eccles,  45,  is  the  bank's  president  and 
has  already  been  designated  his  uncle's 
successor  as  chairman  and  CEO.  ■ 


The  peepul  versus  Marriner  Eccles 


/erted  to  Mormonism  and 
cted  by  America,  David  Ec- 

parents  took  their  seven 
ren  and  their  few  worldly 
s  and  left  the  slums  of  Glas- 
in  1863  for  Utah,  making 
ast  part  of  the  journey  by 
rt.  By  the  time  David  died, 
912,  he  had  accumulated 
iderable  wealth,  including  a 
img  piece  of  what  became 

International — later  sold  to 
:ral  Electric  for  $2  billion — 
lgamated  Sugar  and  two 
s.  He  also  left  behind,  good 
non  that  he  was,  four  sons 
ive  daughters;  Marriner,  his 
.t  son,  then  only  22,  became 
ead  of  the  family, 
irriner  went  on  to  become 
■  than  a  mere  footnote  in 
rican  history.  During  the 

years  of  the  Great  Depres- 
he  not  only  kept  the  family 

solvent  but  also  attracted 
mwide  attention  by  helping 
event  failures  among  other 

banks.  In  1934  Franklin  D. 
evelt  appointed  him  chairman  of  the  Federal  Reserve 
i,  a  job  he  held  until  President  Harry  Truman,  who 
ed  a  more  pliable  Fed  chairman,  demoted  him  in  1948. 
Qg  this  time  he  helped  develop  the  New  Deal  notion  of 
ulating  the  economy  via  deficit  spending  and  was  influ- 
1  in  establishing  the  Federal  Housing  Administration 
:  Security  was  then  and  still  is  active  in  mortgage 
icing).  Later  Marriner  Eccles  represented  the  U.S.  at  the 
on  Woods  conference,  which  created  the  International 
L'tary  Fund. 

:les,  demoted  but  still  a  governor,  went  on  to  lead  the 


Patriarch  Dai  id  Eccles 


fight  to  raise  the  Fed's  discount 
rate.  Here's  the  yarn:  The  U.S. 
Treasury  needed  money  to  help 
finance  the  war  in  Korea,  and 
was  about  to  refund  $13.6  bil- 
lion of  debt.  Truman's  Treasury 
Secretary,  John  Snyder,  had 
been  urging  the  Fed  governors 
to  hold  interest  rates  down  so 
that  the  Treasury  would  be  able 
to  borrow  cheaply.  But  Marriner 
Eccles  spoke  his  mind  to  press 
and  public  and  Truman  never 
forgave  him  when  the  Fed  voted 
for  sound  money  over  cheap 
money.  Instead  of  holding  rates 
down,  the  Fed  raised  its  dis- 
count rate  from  1  Vz  %  to  1  %  % . 
As  a  populist,  Harry  Truman 
was  outraged.  Yes,  the  Fed  was 
supposed  to  be  independent,  but 
not  that  independent.  In  1951, 
his  term  unfinished,  Eccles  re- 
signed from  the  Fed  and  went 
home  to  Salt  Lake  City. 

Although   the   episode  was 
played  down  at  the  time,  Eccles 

  later  told  Forbes  that  Truman 

had  flatly  fired  him.  To  his  dying  day  (in  1977),  Marriner 
Eccles  remained  a  stubborn  independent,  speaking  his  mind 
and  refusing  to  be  typecast  politically.  In  his  old  age  he 
became  one  of  the  first  prominent  businessmen  to  criticize 
openly  U.S.  intervention  in  Vietnam  and  did  so  boldly  in  a 
1968  interview  with  Forbes.  History  seems  to  have  vindi- 
cated him  there  as  it  did  in  his  quarrel  with  Harry  Truman's 
populism.  We  suspect  that  many  of  the  nation's  current 
economic  ills  had  their  origins  in  that  long-ago  victory  by 
the  populist  President  over  the  curmudgeonly  chairman  of 
the  Federal  Reserve.— J.W.M. 
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Disneyland  it  isn't.  Profitable  it  is.  Some  big 
companies  would  like  to  buy  Cedar  Point  but 
Bob  Munger's  in  no  hurry  to  sell. 


A  visit  to 
Munger  world 


The  Up-And-Comers 


Cedar  Point's  Bob  Munger  and  one  of  bis  assets 

"IfTaft  and  Marriott  Weed  our  business,  maybe  we  should  stay  in. 


THREE-YEAR-OLD  SUSAN  IS  in  | 
disc.  In  front  of  her  is  a  dazl 
array  of  candy  bars.  Two  mir] 
away  by  stroller  is  Cedar  Point,  on 
America's  largest  amusement  parlj 
place  loaded  with  roller  coasters,  mi 
go-rounds  and  kiosks  where  her  fi 
can  buy  popcorn  and  cotton-candjl 
her.  But  Susan  has  one  problem.  "I 
dy,"  she  sniffles,  "why  can't  I  buy  gui 
Susan  can't  buy  gum  because  the 
pie  running  Cedar  Point  have  figured 
it  costs  more  to  clean  up  chewed 
than  Cedar  Point,  Inc.  could  make 
mg  it.  That's  a  small  point,  but  it's) 
kind  of  thinking  that  has  turned  d 
Point  into  a  flourishing  S65  million  i 
enues)  company  while  several  cl 
parks  (Underground  Atlanta,  Old  Cl! 
go  and  Freedomland,  to  name  a 
have  withered. 

"When  people  see  an  amusement  ti 
they  think  of  mom  and  pop  running 
show,"  says  Cedar  Point  Chairman  1 
ert  Munger  Jr.,  gesturing  with  his  a 
present  cigar.  "They  don't  think  of 
pie  who  went  to  Yale,  and  people  ' 
have  M.B.A.s.  They  don't  think  of  q 
puters  and  smart  people  running  a  rj 
ness  well." 

Munger,  his  troupe  and  their  comj 
ers  have  run  Cedar  Point's  business 
well  indeed — so  well  that  Cedar  Poii 
one  of  the  premier  amusement  park) 
erations  in  the  country,  ranking  ius^ 
low  Disney.  In  the  past  five  years,  Cf 
Point  has  averaged  28%  on  equity,  vw 
per-share  earnings  have  increased  arj 
erage  of  15%.  These  premium  retj 
aren't  being  gotten  with  leverage,  eil 
Less  than  10%  of  the  company's  cap 
ization  is  debt. 

Not  bad  for  an  amusement  park 
started  without  the  kind  of  cash  t 
that  movies  produced  to  finance  Disj 
land.  Not  bad  either  for  a  park  locate 
unglamorous  Sandusky,  Ohio,  wl 
harsh  midwestern  winters  restrict 
season  to  four  months. 

Take  a  tour  through  the  275-acre  pi 
located  on  a  peninsula  tutting  into  u 
Erie,  and  you  get  some  idea  of  how  C^ 
Point  can  draw  3  million  admissi 
($9.95  for  adults,  less  for  children  5  tt 
and  people  over  65)  a  year  in  Sandus 
There  are  no  less  than  57  rides,  incluo 
six  roller  coasters  and  four  merry 
rounds,  an  awesome  15-story  fe 
wheel  and  an  appropriately  sme 
ste-am-powered  narrow-gauge  railr 
(the  park's  most  popular  ride).  Othei 
tractions  range  from  Jungle  Larry's  A 
can  Safari  to  a  new  1,600-seat  am| 
theater  with  dolphin  and  sea-lion  sho 
Not  to  be  forgotten  is  Frontierlanc 
pseudo-Old  West  street  with  artisans 
ing  things  like  grinding  com  and  blow 
glass.  Take  a  youngster  like  Susan  all 
(in  a  stroller  rented  for  SI.  10  a  dayl 
you  get  an  even  better  idea  of  Cfl 
Point's  savvy.  The  Cedar  Point  pe(j 
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The  smartest 
Orienlrbound  businessmen 
are  lying  down  on  the  job. 


Philippine  Airlines, 
as  first  airline,  intro- 
es  the  last  word  in  First 
ss.  On  the  last  word 
'47s. 

Settle  down 
'eep,  wide  easy 
irs  with  specially 
igned  adjustable 
ks  and  unique 
Iptured  headrests  for 
most  relaxing  trans-Pacific 
ht  you've  ever  experienced. 

Select  from  choice  Philippine 
Continental  entrees.  Or  our 
Nouvelle  Cuisine  —  the  new, 
ter  French  style  of  cooking  that 
won  us  a  gourmet  society's 
ird  as  the  finest  food  in  the  air. 

Sample  a  distinguished  list 
omplimentary  French  cham- 
ne  and  wines  or  your  favorite 
ktail. 

Catch  the  latest  show  on 
new  wide-screen  entertainment 
tern,  complete  with  custom  stereo 
dphones  and  the  latest  movies. 


Turn  in  for  the  night  in 
one  of  our  14  full-length 
"Skybeds"'  —  the  only  beds 
across  the  Pacific  to 
Manila.  Every  single 
night  of  the  week. 
It 's  our  very  special 
uCloud-Nine  Service',' 
and  the  beds  are  so 
thoughtfully  designed, 
they're  the  only  ones  in  the 
world  certified  for  you  to 
sleep  in,  landing  and 
taking  off. 

When  you 
take  off  trans-Pacific 
on  Philippine  Airlines 
First  Class,  we'll  take  off 


PEKING.SEOUL/l 

-7TOKYOJ.SAN  FRANCISCO 
CANTON*  TAiPB  _^AfLOS/'. 

MM.  ,AI"  ifll  fj. 


25%  on  your  round-trip  fare! 
How's  that  for  First  Class  treatment? 

A  nd  Philippine  A  irlines'Firs  t 
Class  wide-body  service  stays  with 
you  throughout  the  Orient  with 
convenient  wide-body  connections  in 
Manila  to  all  the  close-by  business 
and  vacation  capitals  of  Asia. 


1 1 1 1 1 1 1 


Philippine  Airlin 


I  SYDNEY 
MELBOURNE 


So  next  time  you're  flying 
First  Class  to  the  Orient  on  business, 
the  first  airline  you  should  think 
of  is  Asia's  first  airline. 

Philippine  Airlines. 

And  take  your  next  business 
assignment  lying  down. 

'Available  in  First  Class  only  for  a  nominal  surcharge 


©  Philippine  Airlines 

First  Class  on  Asia's  first  airline. 


periodically  suggest  that  Susan's  father 
buy  her  something  to  eat.  That  helps 
boost  the  park's  all-important  revenues 
from  food,  toys  and  games — 45%  of  the 
park's  gross.  She's  so  taken  with  the 
kiddie  rides  she'll  even  let  strangers  hold 
her  eandy.  She  practically  has  to  be  pried 
off.  Cedar  Point  people  beam. 

Except  for  Frontierland,  there's  not 
much  "themed"  gingerbread  like  the 
elaborate  storefronts  at  Disneyland  or 
the  entrance  signs  at  Marriott's  Great 
America  parks.  "We  look  for  return  on 
investment,"  says  vice  president-finance 
William  Nelson,  "and  we'd  rather  put  the 
money  into  rides  than  theming.  Look  at 
our  front  entrance  sign.  That's  not  very 
fancy,  is  it?  Marriott's  front  entrance 
sign  at  Great  America  looks  like  it  cost 
them  in  excess  of  a  million  dollars.  And 
all  it  tells  you  is  that  you're  there." 

Where  does  Cedar  Point's  money  go? 
Nelson  ticks  off  a  few  items.  There's  the 
enormous  Gemini  roller  coaster,  with  a 
125-foot  first  drop  where  cars  reach 
speeds  of  60  miles  an  hour.  Cost:  $3.5 
million.  There's  the  Corkscrew,  where 
intrepid  souls  with  strong  stomachs  are 
turned  upside  down  three  times  during  a 
2'/2 -minute  ride.  Cost:  $2  million.  At 
points,  the  Corkscrew's  track  is  just  15 
feet  above  the  Cedar  Point  midway,  and 
people  in  the  cars  whizz  by,  screaming 
their  lungs  out.  Then  there's  the  Oceana 
exhibit,  Susan's  favorite.  "I  like  the  wob- 
sters  and  the  fish,"  she  says.  The  build- 
ing they  are  in  cost  enough:  $3  million. 

Most  of  the  cars  in  the  Cedar  Point  lot 
have  license  plates  from  Ohio,  Michigan 
and  Indiana.  The  park's  primary  market 
includes  those  states,  parts  of  Pennsylva- 
nia and  slices  of  Illinois  and  upstate  New 
York.  "We  can't  justify  the  TV  costs  in 
the  Chicago  or  New  York  City  markets," 
Nelson  says.  "We'd  rather  put  the  money 
into  Flint  [Mich.]  and  Gary  [Ind.J,  where 
we'll  get  a  better  return  on  our  advertis- 
ing dollar.  Let's  face  it.  We  are  not  a 
destination  park  like  Disneyland  or  Dis- 
ney World.  [About  the  only  thing  making 
Cedar  Point  a  destination  attraction  is 
the  plaque  on  the  beach  marking  the  site 
where  Knute  Rockne  invented  the  for- 
ward pass.]  We  have  to  get  the  same 
people  to  come  here  every  year — or  at 
least  every  two  years — so  we  have  to 
have  something  for  everybody.  We  must 
keep  adding  attractions  so  people  will 
come  back." 

This  realistic  approach  comes  directly 
from  Chairman  Munger.  A  big,  beefy 
man  with  a  gravelly  voice,  the  52-year- 
old  Munger  exudes  the  aura  of  someone 
who  grew  up  pitching  pennies  on  street 
comers.  He  is  really  the  son  of  a  Con- 
necticut judge,  a  Yale  graduate  (econom- 
ics, sociology  and  psychology)  who 
wound  up  in  Cleveland  selling  insurance 
because  his  father-in-law  owned  an  agen- 
cy there.  In  1960,  looking  for  something 
that  was  fun  and  had  a  good  chance  to 


make  bucks,  Munger  put  his  money  and 
his  in-laws'  into  a  run-down  amusement 
park,  and  went  on  its  board.  Emile  Le- 
gros  and  George  Roose,  Cleveland  in- 
vestment bankers,  had  bought  Cedar 
Point,  an  amusement  park  since  1906, 
and  wanted  to  knock  over  the  ramshack- 
le rides  and  the  rambling  Breakers  Hotel 
to  put  up  a  housing  project.  The  State  of 
Ohio  objected,  and  Legros  and  Roose 
found  themselves  with  a  park  they  didn't 
want.  After  a  trip  to  then-new  Disney- 
land (during  which  they  filched  some- 
ideas  and  a  couple  of  people),  Legros  and 
Roose  tried  to  develop  Cedar  Point  into  a 
family-oriented  amusement  park,  but 
rapidly  ran  out  of  money.  To  raise  cash, 
the  two  canny  moneymen  sold  shares  to 
people  like  Munger  and  franchised  out 
many  rides  and  food  stands  to  conces- 


Hurtling  through  the  Corkscrew 


Banks  wont  finance  roller  coasters. 

sionaires,  wisely  writing  a  purchase  op- 
tion into  the  contracts.  Even  though  Ce- 
dar Point  made  profits,  it  had  to  put 
every  penny  it  earned  and  more  into 
capital  improvements  and  buying  out 
concessionaires  (the  last  major  one,  the 
french-fry  concession,  was  bought  only 
three  years  ago).  No  one  would  lend  the 
park  expansion  money.  "Banks  won't 
make  you  a  loan  on  a  roller  coaster,'.' 
Munger  says.  "We  managed  to  borrow 
money  once,  I  think  it  was  $2  million, 
and  we  had  to  give  the  bank  everything 
as  collateral,  including  our  life  insurance 
policies." 

After  the  1972  season,  the  park  sud- 
denly started  generating  more  cash  than 
it  needed.  Nothing  spectacular  hap- 
pened— the  park  had  just  reached  the 
takeoff  point,  and  some  major  sharehold- 
ers were  getting  more  interested  in  sell- 
ing it  than  expanding  it.  In  1973  Taft 
Broadcasting  made  a  deal  to  buy  Cedar 


Point,  but  it  collapsed  when  Taft's  s\ 
fell.  The  same  thing  happened  with  IN 
riott  in  1974.  After  the  Marriott  deal 
through,  "We  decided  that  if  Taft 
Marriott  thought  our  business  wa 
good,  maybe  we  should  stay  in  it  insl 
of  selling  out,"  Munger  says.  Earl> 
1975  Munger,  whose  in-laws  had  i 
their  insurance  agency  to  Johnson 
Higgins,  became  CEO. 

Success  has  problems  that  are  so 
times  just  as  tough  as  the  problem 
failure.  When  you  are  earning  the  kin 
return  Cedar  Point  makes,  you  eii 
reinvest  it  in  the  business  or  give  il 
the  tax  collector;  if  it  piles  up,  you  atti 
raiders.  But  reinvest  where?  A  coupl 
plans  to  build  new  parks  fell  through, 
a  chain  of  gift  shops  that  didn't  pay 
was  quickly  dumped.  ("When  there 
monkey  on  my  back  I  get  it  off  as  sool 
possible,"  Munger  says.) 

Cedar  Point's  latest  attempt  to  exp 
came  in  1978  when  it  bought  a  ne- 
built  park,  Valleyfair,  near  Minncapi 
for  $15  million  in  cash  and  debt  assuf 
tions.  "We're  bringing  Cedar  Point 
Minnesota,"  Munger  says.  "Valley 
won't  ever  be  as  big  as  Cedar  Point, 
there  will  probably  never  be  another  p 
like  Cedar  Point  built.  You  couldn't  bu 
this  place  today.  You  couldn't  assemj 
the  land  or  get  the  permits." 

But  as  Cedar  Point,  which  recently 
a  $20  million  credit  line,  plans  to  expal 
MCA  Inc.,  still  flush  with  Jaws  ca 
lurks  in  the  shallows.  In  July  1978  Ml 
disclosed  that  it  had  gobbled  up  5.3°/a 
Cedar  Point,  and  late  last  year  adl 
another  4.3%  by  buying  stock  fr 
Emile  Legros'  widow.  MCA  then  t 
dered  for  another  11%,  but  didn't  ge 
share  because  the  market  pushed 
price  well  over  the  31  tendering  pri 
amid  speculation  that  someone  woi 
buy  the  whole  company.  That  did 
happen,  and  the  stock  has  since  drif 
down  to  a  recent  price  of  29,  10  tin 
earnings.  Munger,  who  owns  or  contr 
nearly  10%  of  the  3.3  million  Shan 
says  Cedar  Point's  board  is  willing 
consider  a  sale,  but  MCA's  31  was  ndn 
lously  low.  "It's  not  the  principle,  it's  t 
money,"  he  says. 

Wouldn't  this  be  an  ideal  time  to  sel 
before  the  recession  and  possible  ga 
line  shortages  take  their  toll?  Mun; 
says  no:  "For  a  family  of  five,  it  costs  h 
a  hundred  to  get  in,  maybe  a  hundrec 
you'  include  everything.  Our  reseal 
shows  that  people  think  a  vacation  1 
necessity.  Maybe  they  won't  be  able 
afford  a  big  vacation,  but  they  can  affo 
to  come  here  for  a  day." 

Susan  would  like  to  stay  forever.  Afi 
dripping  lollipop  juice  onto  the  floor 
Munger 's  office,  she  decides  she  prefe 
Cedar  Point  to  New  Jersey. 

On  the  way  out,  she  asks  one  questioi 

"Daddy,  when  can  we  come  bai 
here  ? "— Allan  Sloan 
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The  bottom  line  lets  yo 
rhere  you've  been. 

Your  accountants  should  help 
ou  see  where  you're  going. 


Even  the  best  financial  statement  in 
world  is  hindsight. 

Where  an  accounting  firm  can  really 
c  you  is  in  developing  a  little  better 
3sight. 

All  the  while  they're  doing  your  audit, 
jr  accountants  should  be  thinking  of 
/s  to  turn  out  other  information  for  you. 
The  kind  of  useful  information  man- 
ors want  more  and  more  of  these  days. 
That's  why  we  at  Deloitte  Haskins  & 
Is  have  developed  some  accounting 
J  auditing  tools  that  not  only  meet  our 
hnical  needs,  but  something  more 
>ic. 

Your  business  needs. 
To  take  one  example,  there's  our 
que  financial  modelinq  program,  which 
call  FORECAST. 

Now  admittedly,  you  can  pick  and 
x)se  from  a  number  of  financial  mod- 


eling programs  these  days. 

Where  ours  is  different  is  that  you 
don't  have  to  be  a  computer  expert  to 
grasp  it.  It's  designed  to  be  used  by  man- 
agers like  yourself. 

From  a  single  model,  you  can  project 
basic  financial  statements,  cash  flow,  and 
a  whole  lot  more.  Quickly.  And  in  any 
format  you're  already  used  to. 

As  you  can  see,  we  think  an  account- 
ant has  to  be  a  businessman,  too. 

The  way  we  look  at  it,  the  bottom  line 
isn't  where  an  accountant's  usefulness 
to  a  client  ends. 

In  some  ways,  it's  only  the  beginning. 
For  an  informative  brochure  on 
FORECAST,  call  our  local  office.  Or  write 
us:  Deloitte  Haskins  &  Sells,    n  ■  .u 
1114  Avenue  of  the  UBlOlttfi 
Americas,  New        ^SkillS  SdlS 


York,  N.Y  10036. 


Beyond  the  bottom  line" 


0  Deloitte  Haskins  &  Sells 


Rockwell  Internationa] 
is  more  than  a  leader 
in  weight-saving 
components  for  trucks. 

Much  more. 


Automotive. 

(Sales,  fiscal  1979:  $1.8  billion) 


Our  new  Super  17  X-Tra  Life™  U-Joints  for 
heavy-duty  trucks  are  ten  pounds  lighter  than  comparable 
U-joints.  Driveline  components  are  just  one  way  our  line 


Our  X-Tra  Life  U-Joints  reduce  downtime  by 
allowing  three  times  the  lube  interval  of 
conventional  U-joints. 


of  automotive  products  helps  truckers  carry  more 
payload.  By  combining  our  U-joints  with  our  axles, 
brakes,  hubs,  drums,  springs  and  trailer  axles,  a  typica 
5-axle  truck  could  save  up  to  1,482  pounds  of  dead 
weight  for  more  payload. 

One-half  of  the  highway  tandem  tractors  in  North 
America  are  equipped  with  our  axles  —  and  more  than 
half  of  the  heavy-duty  trucks  stop  with  our  brakes.  We're 
also  a  major  supplier  of  steel  and  styled  aluminum 
wheels,  mechanical  devices,  castings  and  forgings, 
and  other  components  for  light  and  heavy  trucks, 
passenger  cars,  vans  and  buses. 


Aerospace. 

(Sales,  fiscal  1979:  $1.6  billion) 


Our  Rocketdyne  Division  has  been  awarded  a 
contract  for  full  scale  engineering  development  of  the 
fourth  stage  of  the  MX  strategic  missile,  which  will  serve 
our  nation  for  the  remainder  of  this  century.  (Our 
Electronics  Operations  is  developing  the  MX  guidance 
system.)  Our  rocket  engines  have  played  an  important 
role  in  America's  aerospace  accomplishments,  including| 
Apollo,  Atlas,  Thor,  Saturn  and,  now,  the  main  engines 
for  the  most  advanced  project  of  all:  the  Space  Shuttle 
we're  building  for  NASA. 

We  also  have  a  long,  proud  history  as  a  designer 
and  builder  of  business  and  military  aircraft.  And  we're 
)uilding  the  Navstar  satellites  that  will  make  it  possible 
for  users  to  determine  their  positions  to  within  30  feet  on 
land,  at  sea  and  in  the  air. 


We're  developing  the  fourth  stage  j> 
the  guidance  system  for  the  MX  missn 


Return  on 
average  equity 


Electronics. 

(Sales,  fiscal  1979:  $1.5  billion) 


/I nt iuim 


When  you  phone  a  U.S.  airline 
for  a  reservation,  chances  are 
your  call  will  be  put  through  by 
one  of  our  automatic  call 
distribution  systems. 


Rockwell  International  is  a  major  multi-industry 
company,  applying  advanced  technology  to  a  wide  range 
of  products  —  in  automotive,  aerospace,  electronics  and 
genera!  industries.  Our  $6.2  billion  sales  in  fiscal  1979 
represent  an  increase  of  16  percent  over  the  $5.3  billion 
of  1978.  Net  income  totaled  $261.1  million,  or  $7.33  per 
share,  an  increase  of  48  percent  over  1978.  Return  on 

average  equity  has  increased 
to  18  percent,  which  is 
a  substantial  improvement 
over  the  previous  year  and 
nearly  twice  that  of  1975. 
We  invite  you  to  read  more 
about  our  balanced 
diversification,  below. 

Fiscal  1979  sales 


General  Industries. 

 (Sales,  fiscal  1979:  $1.2  billion)  

Today,  as  a  result  of  our  75  years'  experience  in 
manufacturing  valves,  we're  a  leading  supplier  of  high- 
technology  valving  used  in  the  expanding  energy  industry. 
Our  Dynamic  Balance™  plug  valves,  for  example, 
are  virtually  maintenance-free  and  have  proven  reliable 
in  oil  and  gas  applications  around  the  world. 

We  also  make  water  and  gas  metering  products  for 
utilities.  In  addition,  we  produce  a  line  of  industrial  and 


ur  automatic  call  distribution  systems  are  used 
every  domestic  airline  —  and  several  overseas 
ed  telephone  reservations.  In  addition  to  these 
tching  systems,  we  make  data  switching 
for  automating  and  streamlining  commercial 
k  funds  transfer  operations, 
e  produce  a  wide  variety  of  other 
nunications  systems,  including  digital  and 
icrowave  systems  for  telephone  companies  and 
;inesses  and  industries.  We're  one  of  the  world's 
uppliers  of  avionics  for  air  transport,  general 
and  military  aircraft.  We're  also  a  major  defense 
cs  supplier  and  we  produce  a  broad  range  of 
ctronic  systems  and  devices,  including  industrial 
mercial  bubble  memory  systems. 


consumer  power  tools,  and  we're  a  leader  with  our  Goss 
printing  presses  and  Rimoldi  industrial  sewing  machines. 

For  more  about  us,  write  for  our  annual  report: 
Rockwell  International,  Dept.  815R-36,  600  Grant 
Street,  Pittsburgh,  PA  15219. 


Rockwell  International 

...where  science  gets  down  to  business 

Automotive  /Aerospace 
Electronics  /General  Industries 


The  stock  market  doesn't  seem  to  have  noticed 
yet,  but  S&Ls  escaped  the  monetary  policy 
ambush  with  no  more  than  flesh  wounds. 


The  road  back 


The  Streetwalker 


ON  THE  NUMBERS  ALONE,  It's  hard 
to  find  an  industry  under  more 
stress  right  now  than  the  baker's 
dozen  or  so  of  the  nation's  biggest  sav- 
ings and  loan  association  holding  compa- 
nies. The  first  quarter  was  bad  enough. 
Profits  at  such  ordinarily  solid  producers 
as  Financial  Federation,  Inc.,  Gibraltar 
Financial  Corp.  and  Great  Western  Fi- 
nancial Corp.  were  down  from  33%  to 
84%.  The  second  quarter  was  even 
worse — "the  worst  in  half  a  century," 
according  to  Jonathan  E.  Gray,  who  fol- 
lows the  S&Ls  for  Sanford  C.  Bernstein 
&  Co.  He  estimates  that  in  the  quarter 
just  ended,  "40%  to  50%  of  all  the  S&Ls 
in  the  country"  lost  money. 

That's  a  shocking  amount  of  red  ink 
for  a  normally  resilient,  hard-selling  in- 
dustry. Paradoxically,  most  S&L  stocks 
have  come  off  their  lows  for  the  year. 
Nothing  big  so  far.  Most  are  selling  well 
under  their  book  value,  generally  at  a 
modest  5  or  6  times  earnings,  compared 
with  7.4  for  Standard  &  Poor's  500  stock 
average.  The  market  seems  to  be  giving 
no  more  than  one  cheer  for  the  $60  bil- 
lion engine  that  helps  to  make  the  na- 
tion's home  mortgage  system  go. 

But  that  assessment  gives  full  measure 
neither  to  history  nor  to  the  explosive 
turnaround  in  S&L  profits  that  Jonathan 
Gray  and  most  of  his  colleagues  on  The 
Street  anticipate.  On  form,  the  S&Ls  are 
contracyclical  stocks.  They  do  best  when 
interest  rates  are  easing  and  recession 
stalks  the  economy.  The  S&Ls  did  better 
than  the  market  as  a  whole  in  1973-75, 
1969-70  and  in  1960-61  as  well. 

There  is  no  guarantee  of  a  repetition 
this  time,  but  the  S&Ls  will  not  hang  fire 
for  long  if  The  Street's  prognosis  on  prof- 
its works  out.  Gray,  for  example,  insists 
that  S&L  earnings  will  shoot  out  of  the 
trough  to  "near-record  levels"  by  the 
next  quarter  and  reach  record  levels  by 
midyear   1981.  "The  values  are  very 


low,"  argues  Gray.  "At  3  to  5  times-next 
year's  earnings,  they  are  cheap." 

Can  S&L  profits  really  march  up  the 
hill  as  quickly  as  they  marched  down 
from  the  peaks  of  1978-79?  They  can,  if 
short-term  interest  rates  continue  to  de- 
cline and  plateau  at  a  decent  level. 

The  S&Ls,  which  run  all  the  perils  of 
borrowing  short  from  depositors  and 
lending  long  to  home  buyers,  have  been 
caught  in  one  of  the  worst  money 
squeezes  of  modern  times.  As  money 
market  rates  climbed  at  unparalleled  ve- 
locity through  last  year  and  the  first 
quarter  of  this  year,  the  S&Ls  had  to 
fight  hard  to  keep  deposits  from  draining 
into  money  market  funds  and  other  al- 
ternative higher-yielding  investments. 
They  did  so  by  promoting  their  own  ver- 
sion of  money  market  certificates  tied  to 
Treasury  bill  rates.  The  more  aggressive 
S&Ls  also  went  hammer  and  tongs  after 
the  very  sophisticated,  rate-sensitive 
"hot  money"  that  floats  in  and  out  of 
$100,000-and-up  certificates  of  deposit, 
on  which  there  are  no  rate  ceilings. 

By  the  first  quarter  of  this  year, 
money  market  certificates  and  CDs  had 
jumped  from  18%  to  more  than  50%  of 
deposits  at  such  big,  free-wheeling  S&Ls 
as  H.F  Ahmanson  &  Co.  They  cost  the 
earth — an  average  of  13%  or  more.  Mort- 
gage rates,  on  the  other  hand,  climbed 
much  more  slowly  than  the  price  the 
S&Ls  had  to  pay  for  deposits.  In  the  15 
months  of  pain  between  last  year  and  the 
first  quarter  of  this  year,  the  spread  be- 
tween the  cost  of  money  and  the  yield  on 
earning  assets  at  even  so  well-managed  a 
show  as  Ahmanson  &  Co.  shrank  to  a 
barely  visible  12  basis  points.  Through 
the  second  quarter,  Gray  notes,  the 
spread  actually  turned  negative  for  close 
to  half  the  industry. 

What  goes  up  must  come  down.  In  the 
last  three  months  the  money  market  has 
taken   its   deepest   and   most  sudden 


plunge  since  World  War  II.  Treasury 
have  dropped  from  a  peak  of  16" 
around  6.5%.  With  the  steep  slid 
rates  the  S&Ls  can  afford  to  breat] 
little  easier. 

So  much  for  the  cost  side  of  the  q 
tion.  What  about  the  earnings  s 
Mortgage  rates  have  come  down  fj 
quickly,  too,  from  a  peak  of  around  ' 
to  an  average  of  15.7%  for  commitmi 
on  25-year  conventional  loans,  accor 
to  the  Federal  Home  Loan  Bank  Bos 
latest  survey.  In  some  areas  of  the  cc 
try,  the  S&Ls  are  offering  convents 
loans  at  around  12%  against  an  avc 
money  cost  to  them  of  around  9%. 

That's  a  really  workable  spread, 
helps  to  explain  why  The  Street 
good  things  ahead.  The  ravages 
show  in  the  1980  earnings,  but  agg 
sive  S&Ls — Gibraltar  Savings  &  ij 
Association,  for  one — may  well  her 
for  years  from  the  mortgages  they  pui 
the  books  at  13%  and  more  during 
great  money  crunch. 

Right  now,  the  big  questions  seem  t 
on  the  demand  side.  The  housing  indus 
a  focal  point  of  the  Federal  Resell 
attack  on  inflation,  is  a  shambles.  Wl 
mortgage  rates  began  climbing  over  1. 
a  lot  of  potential  home  buyers  either 
scared  or  were  priced  right  out  of 
market.  Thus,  outfits  like  Merrill  Ly) 
Economics  project  new  housing  stan 
only  1  million  units  for  the  whole  yej 
the  worst  showingon  record. 

But  from  the  second  half  of  1981 
1982,  Merrill  Lynch  figures  that  st) 
will  climb  from  an  annual  rate  of) 
million  units  or  so  to  nearly  2  millioi 

All  of  that  optimism  has  been  crani 
into  Gray's  analysis.  S&L  stocks  q 
traditionally  been  one  way  to  play  a  d 
in  interest  rates.  The  industry  also  hai 
equity  kicker  in  low  multiples  that  H 
spawned  a  series  of  takeovers.  G| 
Western  Savings  &  Loan's  proposal 
buy  Financial  Federation,  Inc.  at  a  sizi 
premium  is  the  most  recent  examplt 
the  phenomenon.  The  premium  prt 
lsed  two  of  Financial  Federation's  m| 
stockholders — David  ].  Greene  & 
and  Lazard  Freres  &  Co. — a  good  gain 
their  investment. 

A  lot  of  smart  money  has  moved  ii 
the  S&Ls.  Saul  Steinberg's  Reliai 
Group,  for  example,  has  snapped  up  j 
under  25%  of  Imperial  Corp.  of  Amei 
and  a  7%  stake  in  Gibraltar  Financial 
well.  Kemper  Corp.  also  owns  a 
chunk  of  Gibraltar.  Calgary's  Belzfc 
family  (Forbes,  May  14.  1979)  has  bou 
up  58%  of  Far  West  Financial. 

What's  the  big  attraction  •  St 
growth  potential  going  at  low  vail 
says  Shearson  Loeb  Rhoades'  Allan 
Bortel.  That  doesn't  mean  the  industr 
safe  from  still  another  ambush  on 
monetary  trail,  but  at  the  moment 
S&Ls  seem  to  have  escaped  with  j 
more  than  flesh  wounds— Ridxml  PlxiU 
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[Send  for  a  copy  of  the  1979  annual  report. 

I  Utah  Power  &  Light  Co. 

[P.O.  Box  899 

[Salt  Lake  City,  Utah 


Name 


Address 


|  City  State  Zip 

New  issues  of  securities  are  offered  only  by 
|  means  of  Prospectus,  and  this  message  Is  neither 
[  an  offer  nor  a  solicitation  of  any  offer  to  buy.  FO780 


A  crack  team  of  IBM  specialis 


You  may  think  this  man  is  working  alone.  He's 
not.  Every  IBM  customer  engineer  is  backed  up 
by  a  team  of  specialists.  He  is  linked,  for  example, 
to  a  product  support  center  with  a  data  base  of 
up-to-date  fixes  available  on  a  wide  range  of  IBM 
equipment  and  systems.  Through  terminals,  ex- 
perts often  examine  a  customer's  problem  thou- 
sands of  miles  away,  just. as  if  they  were  there 
alongside  the  customer  engineer. 


A  consultation  can  be  set  up  over  telephi 
lines  directly  with  the  engineers  who  desig 
the  system,  whether  they're  in  an  IBM  labc 
tory  in  San  Jose,  California  or  Boeblingen.  w 
Germany.  For  some  IBM  systems  our  custor 
engineers  bring  along  diagnostic  gear  that  pa 
the  power  of  a  computer  into  a  small  suitcase. 

You  may  not  need  to  call  a  customer  engiri 
very  often,  but  through  the  resources  of  the  I 


wers  an  urgent  customer  call 


Ingineering  Division,  a  customer  engineer 
f  when  you  need  one,  be  it  night  or  day. 
never  stop  designing  new  products  or 
ing  existing  ones.  Typically,  customer 
3rs  spend  at  least  a  month  each  year  in 


intensive  training  so  they're  well  prepared  to 
handle,  by  themselves,  most  of  the  problems 
they  encounter.  But  even  though  that  lone  cus- 
tomer engineer  on  the  deserted  escalator  may  be 
by  himself,  it's  good  to  know  he's  never  alone. 


The  way  we  put  it  all  together  is  what  sets  us  apart.  Sz  ==  £  7  =® 

'  Data  Processing  Division 


Racetrack  terms  sound  out  of  place  around 
SAFECO's  staid  headquarters,  but  you  could 
call  this  insurance  company . . . 


The  muddy 
tracker 


By  Dero  A.  Saunders 


Back  in  1953  an  obscure  young  Omaha 
stockbroker  named  Warren  Buffett 
wrote  Hawthorne  Dent,  founder  and 
president  of  the  Seattle-based  property 


and  casualty  underwriter  that  is  now 
SAFECO  Corp.,  seeking  financial  infor- 
mation on  the  company.  Buffett  thought 
he  could  place  quite  a  bit  of  the  stock  in 
the  Omaha  area.  Dent  replied  that  he 
was  not  planning  to  issue  more  stock 


SAFECO  Chairman  Gordon  Sweany  (right)  and  President  Roland  Trafton 

If  underwriting  profit  is  tougher  to  get,  why  not  aim  far  more  market  share? 


and  was  not  interested  in  seein 
good  friends  in  Seattle  sell  any 
perhaps  Buffett  could  recommenc 
his  clients  buy  their  insurance 
SAFECO? 

What  had  caught  Buffett's  eye 
uniqueness  that  still  prevails  at  SAF 
The  uniqueness  centered  around  a 
mination,  almost  approaching  obse 
that  the  company  would  run  its  bu; 
with  such  tautness  and  choose  its 
with  such  care  that  it  could  ser 
policyholders  well  and  still  make  n 
on  its  underwriting — something 
property  and  casualty  companies 
whole  did  not  achieve  last  year,  f< 
ample.  More  commonly  they  lose  n 
with  cut-rate  premiums  in  the  hi 
making  it  up  from  investing  the 
serves;  and  this  often  leads  to  the 
tation  in  high-interest  times,  as  it  ■ 
the  last  year,  to  price-cut  on  premiu 
order  to  get  hold  of  investment 
(Forbes,  Apr  28). 

SAFECO's  headquarters  overlook 
huge  campus  of  the  University  of  \ 
ington  and  its  adjoining  lakes  01 
northern  edge  of  Seattle.  Note  th 
tance  from  Hartford's  Farmington 
nue  or  New  York's  Maiden  Lane  c 
of  the  other  great  insurance  ce 
Thus  insulated  from  industry  g 
think,  SAFECO  has  been  able  to  r) 
to  a  different  drummer.  There 
smoking  in  the  office,  for  example 
the  15-minute  morning  coffee  bre 
announced  by  soft  music  whose  ha 
quiet  but  pointed  reminder  that  em 
ees  are  due  back  at  their  desks. 

The  company's  deliberate  insul 
has  spawned  any  number  of  crucial 
vations.  Back  in  the  Fifties,  for  exai 
SAFECO  inaugurated  direct  billinj 
collection  of  premiums,  much  t« 
alarm  of  its  independent  insu 
agents  at  the  time.  The  change, 
widely  copied,  probably  prevent 
complete  takeover  of  the  busine 
Sears,  Roebuck's  Allstate  subsic 
State  Farm,  and  the  other  "direct 
ers"  with  captive  sales  staffs.  A  dec£ 
so  later  SAFECO  led  in  putting  its 
policies  on  a  six-month  renewal  ba 
the  only  way,  in  an  inflationary  pe 
to  keep  yesterday's  premiums  fror 
ing  more  than  eaten  up  by  today's 
ing  costs. 

This  tradition  of  careful  oper 
plus  innovation  has  been  carried  ( 
recent  years  by  prim,  precise  Chai 
Gordon  H.  Sweany  and  by  the 
benign-looking  (but  equally  tough)  1 
dent  Roland  M.  Trafton.  The  com 
has  shown  an  underwriting  prof 
every  year  of  the  last  20  save  2 — 
and  1975 — years  still  recalled  with  t 
lipped  grimness  around  headqua 
With  $759  million  in  net  premium: 
year,  the  company  was  about  the 
largest  U.S.  property  casualty  under 
er.  But  it  led  the  top  33  compani 
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The  Williams  Companies  invested  over  half  a  billion  dollars  during  the 
70s  to  become  a  resource-rich  energy  company. 
During  this  period,  Williams  Exploration  Company  was  built  from 
scratch  into  a  very  successful  oil  and  gas  exploration,  development  and 
transportation  firm  with  substantial  production  and  an  enviable 
inventory  of  undeveloped  leases. 
Williams  Pipe  Line  Company  has  owned  and  operated  the  world's 
largest  independent  common  carrier  petroleum  pipeline  system 
for  15  years,  but  major  expenditures  during  the  70s  lengthened  its 
system  to  8,500  miles,  increased  capacity  and  broadened  service 
lines  to  enhance  its  leadership  position. 
In  1977,  Williams  acquired  a  27.5  percent  interest  in  Peabody 
Coal  Company,  the  largest  coal  producer  in  the  United  States 
Peabody's  proven  reserves  are  almost  9  billion  tons,  and 
Williams'  interest  equates  to  90  tons  of  coal  reserves  for 
each  share  of  Williams'  common  stock. 
But  Williams  Is  more  than  an  energy  company.  Williams  also 
invested  over  three-quarters  of  a  billion  dollars  during  the'70s  to 
strengthen  its  fertilizer  and  metals  businesses,  achieving  strong 
leadership  positions  in  these  two  essential  industries,  as  well 


adershlp,  along  with  corporate  balance  and  Increased  earnings  make  "Williams  worth 
\tchlng  In  the  '80s."  Learn  more  about  Williams  (WMB-NYSE)  by  writing  L.  R.  Francisco, 
inager-lnvestor  relations,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 


WILLIAMS 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

rlco  Chemical  Company  ■  Williams  Exploration  Company  ■  Williams  Pipe  Line  Company  ■  Edgcomb  Metals  Company 


"At  Prudential,  the  sound  management  of  factual 
information  enables  us  to  build  a  brighter,  more  sec 
future  for  more  than  50  million  policyholders'' 

Robert  A.  Beck,  Chairman,  Chief  Executive  Officer 
Prudential  Insurance  Company  of  America 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


len  you  hear  the  phrase, 
ice  of  the  rock,"  you  think 
?diately  of  Prudential, 
i  pleased  that  a  company 
ill  known  thinks  of  The 
&  Bradstreet  Corporation 
i  it  needs  current,  factual 
less  information, 
jdential,  and  companies 
,  know  that  D&B's16 
iting  units  offer  a  wide 
i  of  reliable,  rock-solid 
less  information  and 
:es. 

jr  newest  company, 
»nal  CSS,  provides  com- 
•  time-sharing  services  to 
al  Prudential  offices 
s  the  country,  helping  to 
!  Prudential's  work  flow 
'  smoothly. 

m's  Marketing  Services 
des  Prudential  with  its 
;  Market  Identifiers,  a 
ble  aid  to  agents  in  pin- 


pointing corporate  insurance 
prospects. 

Another  Dun  &  Bradstreet 
company,  Moody's  Investors 
Service,  rates  Prudential's 
commercial  paper  and  sup- 
plies Moody's  Manuals,  the 
Handbook  of  Common 
Stocks,  Bond  Survey,  Bond 
Record,  International  Bond 
Review  and  its  Commercial 
Paper  Report  Service. . .  all  of 
which  aid  Prudential  in  making 
sound  investment  decisions. 

Dun  &  Bradstreet  Credit 
Services  provides  Prudential 
and  its  various  divisions  with 
commercial  credit  reports  and 
reference  books  to  assist  man- 
agement in  making  business 
decisions.  And  D&B's  Change 
Notification  Service  provides 
Prudential  with  automated 
account  monitoring. 

The  Fantus  Company,  an- 
other Dun  &  Bradstreet  com- 


pany, has  helped  Prudential 
determine  the  most  advanta- 
geous locations  for  a  group  of 
satellite  offices  radiating  from 
Prudential's  Mid  America 
Home  Office  in  Chicago. 

And  when  travel  informa- 
tion is  required  by  Prudential's 
executives,  they  turn  to  Official 
Airline  Guides,  containing 
schedules  and  fare  data  on  600 
airlines  flying  to  3,800  cities 
around  the  world. 

These  are  just  a  few  of  the 
ways  the  companies  of  Dun  & 
Bradstreet  serve  Prudential 
and  other  members  of 
America's  business  commu- 
nity. No  other  company  offers 
the  unique  combination  of 
business  information  and  ser- 
vices available  from  The  Dun 
&  Bradstreet  Corporation. . . 
information  and  services  that 
contribute  to  success. 


The  Dun  &  Bradstreet 
Corporation 


.  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  Dun  &  Bradstreet  International; 
iradstreet  Plan  Services;  National  CSS;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley;  Official  Airline  Guides,  Travel  Magazines; 
>  Investors  Service;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing;  Dun's  Marketing  Services; 
sting:  Corinthian  Television  Stations;  TVSTelevision  Network;  Peters,  Griffin,  Woodward. 


The  45-stoty  Chicago  Marriott  stands  |ust  about  where  it  ought  to  be-right  in  the  middle  of  things. 

The  right  hotel  is  never  hard  to  find 


The  Marriott  Hotel  people  have  built  their 
reputation  on  doing  things  right. 

And  one  of  the  things  they  do  most  consistently 
right  is  to  be,  somehow,  in  just  the  right  location  for 
the  business  you  want  to  conduct,  in  any  given  city 

In  New  York,  for  instance,  Marriotts  Essex  House 
is  right  on  Central  Park.  In  Chicago?  Right  on  Michi- 
gan Avenue  (photo) -and  also  at  OHare  International 
Airport.  In  Kansas  City,  Cleveland,  Miami,  L.  A.  and 
Rochester,  also  conveniently  right  near  the  airport. 
In  Philadelphia?  Right  at  the  edge  of  the  Main  Line. 

Some  cities  already  have  several  Marriotts. 


Atlanta,  four.  Houston,  three.  Five  in  Washington.  DC. 
And  new  Marriotts  are  blooming  worldwide.  Marriott 
can  now  do  it  right  for  you  in  Saudi  Arabia.  Kuwait, 
Holland.  Even  right  on  the  beach  in  resorts  like 
Acapulco.  Barbados.  Santa  Barbara,  and  Marco  Island. 

To  reserve  at  a  Marriott  where  you're  headed, 
call  a  professional,  your  travel  agent.  Or  dial  toll-free 
800-228-9290. 

WHEN  MARRIOTT  DOES  IT, 


THEY  DO  IT  RIGHT. 


Marriott  Hotels 


)  YOUR  FIRST  MINUTE 
{ ONE  OF 

75  MARRIOTT  HOTELS 

rATES 

V Airport.  Downtown. 
Nortn.  Perimeter  Center 

r 

MD/Marnott's  Hunt  Valley  Inn 
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iA 

„,/North  Michigan  Avenue. 
Harriott's  Lincolnshire  Resort 
.OH 
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,OH 

/Market  Center  and  North 
D 

?s.  IO 

in  Arbor.  MI 
rdale.  FL 
e.  IN 
TX 

ids.  MI  ' 

,PA 

rX/At  the  Astrodome, 
low.  West  Loop 
lis.  IN 
y'MO 

FL/ Marriott  s  Casa  Marina  Resort 
i  Ozarks.  MO/Tan-Tar-A  Resort 
■s  CA 

Clarksville.  IN 

nd.  Fl/Marco  Beach  Hotel  &  Villas 
IReyCA 

?.WI 

lis/Bloomington.  MN 
ins.  LA 
>each.  CA 

NY/Marriott's  Essex  House 
L 

la.  PA 

PA/Greentree  and  Monroevillc 

)R 

.RI 

irage.  CA 

Rancho  Las  Palmas  Resort 
NY / Airport  and  Thruway 
ok.NJ 

AO-  Airport  and  Downtown 
iaTX 

;co  Bay.  OA/ at  Berkeley  Marina 
ara.  CA/  Santa  Barbara  Biltmore 
»,CA 

AZ/  Marriott's  Camelback  Inn 

i 

.MA 

rr 

JY 

7 

n,  DC/  Bethesda.  Maryland, 
ity.  Dulles  International  Airport. 
;e.  Twin  Bridges 
ONAL 

vlexico/Paiaiso  Marriott 

L  The  Netherlands 

West  Indies/Sam  Lord's  Castle 

>audi  Arabia 

y.  Kuwait 

udi  Arabia/ Khurais  Marriott  Hotel 

California.  '8l 
<yAmherst.'8l 

OH/North  '8l 
D/Ciry  Center  '8l 
id.  SC  '8l 
^/Airport  '8l 
Kauai  Marriott  Resort  '82 
Maui  Marriott  Resort  '8l 
ty  Panama  8l 
Iity.  UT  '8l 
i/Sea  Tac  '8l 

'8l 

n,  DC  '8 1 

:r  County.  NY  '8 1 

'e  a  room  at  any  one  of 
arriott  Hotels,  call  toll-free 
8-9290. 


the  field  by  a  country  mile  with  a  so- 
called  combined  ratio  (policy  losses  plus 
expenses)  of  90.6%,  compared  with 
94.2%  for  its  next  competitor  and 
100.8%  for  the  33  companies  as  a  group. 

SAFECO's  profit  picture  has  been  just 
as  outstanding.  With  about  three-fourths 
of  operating  income  contributed  by  prop- 
erty and  casualty  lines  (about  10%  each 
comes  from  life  and  title  insurance,  and 
the  rest  from  a  miscellany  of  related  op- 
erations), per-share  earnings  since  reces- 
sion-plagued 1975  more  than  quintupled 
to  $6.96,  and  more  than  doubled  since 
the  recovery  year  of  1976. 

What  concerns  Messrs.  Trafton  and 
Sweany  these  days,  however — as  well  as 
Senior  Vice  President  Bruce  Maines,  who 
runs  the  property/casualty  operation — is 
how  SAFECO  will  fare  in  the  distinctly 
rougher  weather  ahead.  As  Forbes  noted 
recently  ("Here  we  go  again?". \pr.  28),  a 
number  of  major  property/casualty  com- 
panies— among  them  Aetna,  Continen- 
tal, Crum  6v  Forster  and  St.  Paul — had 
sharp  deteriorations  in  their  combined 
ratios  from  1978  to  1979,  often  going 
from  black  to  red  figures.  Much  of  this 
was  the  predictable  result  of  the  widen- 


" We've  never  accepted,  the  idea 
that  we  can  take  a  lot  of  premi- 
ums and  make  up  for  a  poor  loss 
ratio  by  investment  income." 


ing  gap  between  inflationary  costs  and 
rate  increases,  which  state  regulatory 
agencies  have  been  increasingly  reluc- 
tant to  grant. 

But  a  major  part  of  the  deterioration 
might  also  be  charged  to  the  aforemen- 
tioned premium-slashing  companies.  No 
one  in  the  industry  would  quarrel  with 
SAFECO's  Maines  when  he  says.  "We 
have  never  accepted  the  idea  that  we  can 
take  a  lot  of  premiums  and  invest  them 
and  make  up  for  a  poor  loss  ratio  by 
investment  income."  Where  losses  start 
to  appear,  SAFECO  resists  the  tempta- 
tion to  rationalize  them  by  saying  it 
needs  the  volume.  It  simply  pulls  out. 
When  New  York  and  New  Jersey  rate 
commissions  tried  to  hold  down  premi- 
ums at  the  expense  of  the  companies, 
SAFECO  simply  said  good-bye  to  its 
business  in  those  two  states — though  the 
pulhng-out  process  in  New  York  will 
take  yet  another  year  to  complete.  The 
pull-out  cost  the  company  some  $60  mil- 
lion in  yearly  premiums,  or  about  10%  of 
its  total  premium  volume.  But  it  also 
resulted  in  what  Maines  calls  a  "substan- 
tial profitability  increase." 

Back  in  the  Fifties  SAFECO's  informal 
goal  was  a  combined  ratio  about  5  points 
better  than  the  industry.  Since  then, 
however,  the  industry  has  shown  so 
much  volatility  that  SAFECO  has  shifted 
its  goal  to  5  to  10  points  of  underwriting 


profit.  That  can  only  be  a  goal  for  two 
reasons.  First,  SAFECO  is,  after  all,  in  a 
risk  business  ever  vulnerable  to  catastro- 
phes: Last  year's  Hurricane  Frederic  cost 
it  $5  million  net  in  property  losses  along 
the  Gulf  Coast  ($10  million  before  rein- 
surance). And  second,  the  company  is 
also  a  prisoner  of  its  own  success:  With  a 
9.4%  underwriting  profit  last  year,  vs.  a 
1%  loss  for  the  property/casualty  indus- 
try as  a  whole,  SAFECO  has  a  hard  time 
persuading  state  insurance  commissions 
to  let  it  raise  rates.  Maines,  who  is  the 
man  on  the  property/casualty  firing  line, 
thinks  the  company  would  do  well  to 
show  5  or  6  points  of  underwriting  profit 
this  year.  Maines  is  somewhat  con- 
cerned, for  example,  that  the  first  quarter 
of  1980  did  not  show  much  gam  over  the 
first  quarter  of  1979 — even  though  a  rela- 
tively benign  winter  and  lower  driving 
speeds  helped  hold  down  the  cost  of 
claims.  Catastrophes  aside,  SAFECO 
should  earn  no  more  ($6.96  per  share) 
this  year  than  last. 

Which  makes  company  brass  all  the 
more  determined  to  show  a  different 
kind  of  progress  this  year — in  market 
share.  Market  share'1.  For  a  company  like 
SAFECO?  In  fact,  this  is  the  other  side  of 
the  company's  counterpunching  strate- 
gy. Just  as  it  deliberately  gives  up  market 
share  when  rivals  are  cutting  rates,  so  it 
goes  for  gains  when  rivals  are  raising 
rates.  "When  underwriting  margins 
shrink,"  Maines  says,  "the  rest  of  the 
industry  is  more  reluctant  to  press  their 
marketing  effort  and  more  business  is 
available  to  us.  We  have  called  ourselves 
'muddy  trackers'  on  occasion."  Maines 
makes  a  wry  face.  The  racetrack  term 
clearly  displeases  him,  but  he  continues: 
"I  don't  like  the  term.  But  tough  under- 
writing times  for  the  industry  are  times 
when  SAFECO  usually  does  well  in 
growth." 

It  does  so  by  pointedly  reminding  its 
agents — and  prospective  agents — that  it 
is  always  in  the  market  for  desirable  new 
property  and  casualty  business;  it  does 
not  say,  as  companies  with  100-plus 
combined  ratios  are  prone  to  do,  "Sorry, 
we're  taking  no  more  private  passenger 
automobile  business  at  present."  Cur- 
rently SAFECO  is  pointing  out  this  dif- 
ference in  a  major  advertising  campaign 
in  the  insurance  journals. 

All  this  remains  of  considerable  inter- 
est to  Warren  Buffett  (Forbes,  Aug.  6, 
1979),  now  the  investment  sage  of  Oma- 
ha and  widely  hailed  as  one  of  the 
world's  outstanding  money  managers. 
For  over  25  years  he  patiently  followed 
SAFECO's  stock  until,  says  Trafton,  "It 
finally  had  gotten  to  where  it  was  selling 
below  book  value  and  met  the  Ben  Gra- 
ham and  Buffett  criteria,  so  he  moved 
in."  He  has  been  SAFECO's  largest 
shareholder  since  early  1978  and  now 
holds  some  1.5  million  shares,  or  7.6%  of 
the  outstanding.  ■ 
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A  new  model  Ford? 

In  one  13-day  period  this  spring,  former 
President  Gerald  R.  Ford  was  eleeted  to 
the  boards  of:  Santa  Fe  International  (oil 
drilling  and  engineering),  GK  Technol- 
ogies (wire  and  electrical  components) 
and  New  York's  Shearson  Loeb  Rhoades, 
one  of  the  nation's  largest  brokers.  He  is 
already  a  director  of  the  Monterey,  Calif, 
luxury  resort  operator,  Pebble  Beach 
Corp.,  near  San  Francisco,  and  later  this 


Director  Ford 
Sitting  this  one  out. 


year  will  join  the  board  of  at  least  one 
more  company,  Tiger  International.  "I'm 
very  healthy,  very  active  and  I  want  to 
continue  to  be  a  productive,  constructive 
person,"  says  the  66-year-old  Ford.  Of 
politics,  he  adds:  "I've  made  a  definite 
decision  not  to  be  active  in  an  office- 
holding  way." 

Jerry  Ford,  however,  has  a  couple  of 
surprising  political  predictions:  Ronald 
Reagan  has  "no  better  than  a  50-50 
chance"  of  defeating  Carter  in  Novem- 
ber; John  Anderson  could  easily  throw 
the  election  into  the  House  of  Represen- 
tatives. "I  think  having  435  members  of 
the  House  pick  the  next  President  is  a 
mistake,"  he  adds—  Jeff Blyskal 

Runyon-san? 

Marvin  T.  Runyon,  the  man  Detroit  be- 
lieves will  run  Nissan  of  Japan's  planned 
U.S.  truck  plant,  remembers  the  time  he 
had  his  Ford  Motor  Co.  manufacturing 
experts  tear  down  a  Japanese-made  small 
truck  and  compare  it  to  Ford's  American 


models.  "It  was  somewhat  better  than 
ours,"  Runyon  admits  with  an  engineer's 
precision,  "about  8%  better." 

Runyon  resigned  as  of  July  1  as  Ford's 
vice  president  for  body  and  assembly  op- 
erations. Is  he  moving  to  Nissan?  He  will 
only  say  that,  at  the  age  of  55,  he  felt  it 
was  time  for  a  change.  "If  I  wait  too 
much  longer  I'll  be  too  old,"' he  says, 
"and  if  I'd  left  earlier  they'd  say  I  wasn't 
seasoned."  A  native  of  Ft.  Worth,  he  says 
he  also  wants  to  get  back  to  the  Sunbelt. 
Interestingly,  Nissan's  future  plant,  ex- 
pected to  be  turning  out  up  to  120,000 
small  trucks  a  year  beginning  in  1983, 
may  well  be  located  in  the  Sunbelt. 

But  Runyon  does  have  some  thoughts 
on  quality — and  he  talks  admiringly  of 
what  he's  heard  about  the  Japanese  sys- 
tem. "In  a  Japanese  plant,  99%  of  the 
people  are  involved  in  solving  problems," 
he  says.  "They  feel  a  responsibility  to 
raise  their  own  productivity."  He  also 
has  begun  to  question  the  way  U.S.  com- 
panies handle  workers.  "In  the  U.S.,  if 
somebody  doesn't  do  his  job  right,  we 
call  him  down;  that's  a  form  of  recogni- 
tion. But  seldom  does  an  American  com- 
pany call  a  guy  down  to  the  office  and 
commend  him  for  doing  his  job  right." 

Runyon  put  in  37  years  at  Ford.  His 
father  was  a  Ford  executive  in  Texas. 
One  of  his  sons  is  in  Ford's  financial 
department.  Marvin  Runyon's  first  job 
was  on  a  Texas  assembly  line  before  he 
got  his  engineering  degree  from  Texas 
A&M  in  1948.  One  of  his  specialties  was 
setting  up  new  Ford  plants — obviously  an 
attraction  for  Nissan.  The  number  two 
Japanese  vehicle  maker  behind  Toyota 
both  in  Japan  and  in  the  U.S.  (where  it  is 
better  known  by  its  Datsun  nameplate), 
Nissan  was  first  into  the  U.S.  auto  mar- 


ket, but  lost  the  top  spot  to  Toyc 
which  now  seems  determined  to  doi 
same  thing  in  light  trucks. 

If  other  Japanese  carmakers,  par] 
larly  Toyota,  decide  to  build  in  Amd 
there  could  be  a  little  run  on  upper-1 
die  level  Detroit  .executives.  That  n] 
be  welcome  just  now  in  the  Motor  j 
where  lifetime  employment  is  nq 
vogue.— Jerry  Flint 


Shartk  of  Tonka 

The  temporary  became  permanent, 


Fx- Ford  executive  Runyon 

A  run  on  Detroit's  upper-middle? 


Destiny's  toy 

In  December  lawyer  Stephen  G.  Shi 
35,  "temporarily"  took  over  trou 
toymaker  Tonka  Corp.  while  the  d: 
tors  looked  for  a  permanent  CEO. 
the  votes  came  in,  the  choice  was  S 
himself,  who  had  cooked  up  an  antitj 
suit  to  save  the  Spring  Park,  Minn.-bj 
company  from  a  hostile  takeover  bi 
larger  rival  Mego.  Now  Shank  is  prec 
ing  record  sales  of  Si 40  million  in 
recession  year.  Earnings,  he  says,  cq 
break  1973's  record  of  $2.28  per  shar( 

Tonka's  unusually  durable  steel 
trucks  have  been  part  of  the  childhoo 
millions  of  American  boys  since 
company  was  founded  in  1946,  but 
seat-of-the-pants  managers  failed 
come  up  with  a  good  line  of  toys  for  g 
Even  in  tor  trucks  the  Japanese  are  gi\ 
U.S.  businesses  trouble:  Their  chea 
more  modern-looking  line  took  mai 
share  away  from  Tonka. 

In  1978  then-Chairman  Peter  Wim 
tried  to  do  everything  at  once, 
brought  out  70  new  products  that 
buyers  liked,  but  the  company  coul 
retool  fast  enough.  Tonka  lost  SI  A 
share  in  1978,  and  Wimsatt  was  out 

The  trim,  handsome  Shank,  an  Oi 
homa-born  graduate  of  the  Universir 
Iowa,  decided  to  join  a  Midwest  law  f. 
after  Harvard  Law  School  instead  of 
in  the  pressure  cookers  of  New  Yorj 
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Put  Corroon&Black 
at  the  controls. 


Our  risk  management  programs  can  keep 
business  insurance  costs  from  going  sky-high. 


No  one  needs  to  tell  you  about  the  cost  of  inflation. 
And  no  one  can  help  you  control  costs  of  business 
insurance  better  than  Corroon  &  Black. 

We're  the  business  insurance  brokers  who've  made 
a  worldwide  name  for  ourselves  over  the  last  75  years. 
One  reason  has  been  our  risk  management  programs 
for  businesses,  large  and  small. 

Call  in  Corroon  &  Black  and  we'll  analyze  your 
insurance  program,  inside  and  out.  We'll  show  you 
ways  to  prevent  losses.  Recommend  the  best  cover- 
ages -  at  the  best  prices.  And  even  design  a  risk 


management  program  that  meets  the  special  needs  of 
your  business. 

It's  this  kind  of  approach  to  business  insurance 
that's  made  Corroon  &  Black  one  of  the  largest  bro- 
kers in  the  world  — with  over  90  offices  worldwide. 

If  your  insurance  costs  seem  out  of  control,  contact 
Corroon  &  Black  for  an  analysis  of  your  insurance 
program. 

Call  Richard  M.  Miller,  President,  toll-free,  at 
800-221-7024.  (In  New  York,  call  collect,  212-363- 
4100.) 


CS  Corroon&Black 

Wall  Street  Plaza,  New  York,  N\  10005  •  Offices  nationwide  and  worldwide 


How  does  the 
world's  biggest  name  in 
earthmovers  keep  moving 
around  the  world? 

Ask  Chicago's  Bank. 


First  Chicago  has  been  an  important  supplier  of  financial  fuel  to  keep 
Caterpillar  Tractor  Co.  moving  since  the  early  days  of  the  company.  From 
the  Middle  West  to  the  Middle  East,  from  the  United  Kingdom  to  Hong 
Kong,  we  provide  a  list  of  services  that  reads  like  an  encyclopedia  of 
banking.  In  addition  to  substantial  lines  of  credit,  we  manage  a  portion  of 
Caterpillar's  worldwide  pension  fund,  help  finance  a  joint  venture,  provide 
shareholder  services,  act  as  indenture  trustee  and  trustee  for  the  employee 
investment  plan. 

Shortly  after  World  War  II,  at  Caterpillar's  request,  First  Chicago  began 
an  autonomous  financing  program  for  some  of  the  company's  independent 
dealers.  Since  then  we've  provided  inventory,  fixed  asset  and  receivables 
financing  that  supports  sales  all  over  the  world.  And  helps  keep  the 
corporation's  funds  free  for  productive  international  investment. 

Recently  Caterpillar  called  in  First  Chicago  to  implement  a  new 
remittance  system  from  96  dealers  in  49  states.  We  put  together  a  unique 
version  of  an  advanced  electronic  system  that  eliminates  mail  float  entirely. 
Through  a  flexible,  innovative  approach,  we  were  able  to  solve  problems 
and  get  the  system  on  its  feet  in  short  order.  Result:  the  company  no  longer 
has  to  depend  on  uncertain  mail  transit.  And  cash  flow  can  be  predicted 
with  pinpoint  accuracy. 

That's  just  the  latest  in  a  long  line  of  benefits  Caterpillar  Tractor  Co. 
and  its  worldwide  network  of  dealers  reap  from  their  relationship  with 
First  Chicago.  And  that  same  kind  of  relationship  can  be  yours  for  the 
asking.  Phone  Dick  Stranger,  Vice  President  and  Group  Head, 
Multinational  Corporate  Banking,  (312)  732-6244. 

Whatever  your  business  interests,  from  capital  equipment  to  consumer 
goods  to  energy  and  more,  First  Chicago  can  help.  In  Chicago,  in  one  of  our 
nine  regional  offices  listed  below,  or  anywhere  else  in  the  world,  ask 
Chicago's  Bank. 


Atlanta  -  Baltimore*  Chicago  -  Cleveland  -  Dallas  -  Houston  -  Los  Angeles  -  New  York  -  San  Francisco 

Australia  •  Belgium  •  Brazil  •  Canada  •  Cayman  Islands  •  France  •  Greece  •  Haiti  •  Hong  Kong  •  Indonesia  •  Ireland 
Italy  •  Jamaica  •  Japan  •  Kenya  •  Korea  •  Lebanon  •  Mexico  •  Panama  •  The  Philippines  •  Poland  •  Singapore  •  Spain 
Sweden  -  Switzerland  -  United  Arab  Emirates  -  United  Kingdom  -  Venezuela  -  West  Germany 

©  1980  The  First  National  Bank  of  Chicago.  Member  FD.I.C. 
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Washington.  "I  put  enough  pressure  on 
myself  without  any  institutional  addi- 
tions," he  says.  He  joined  Tonka  as  legal 
secretary  in  1974,  shortly  before  it  began 
to  fall  apart  and  he  was  asked  to  pick  up 
the  pieces. 

Shank  says  Tonka  may  broaden  its 
line,  perhaps  into  more  toys  to  appeal  to 
girls  like  his  two  daughters,  1 1  and  8.  In 
the  meantime,  he's  in  no  hurry  to  restore 
the  cash  dividend,  suspended  last  year, 
until  he  builds  up  liquidity  and  balance- 
sheet  staying  power.  "Don't  write  that 
we've  turned  around,"  he  says.  "I  won't 
say  that  until  our  aftertax  return  on  sales 
doubles  from  about  3%  this  year."  That 
would  mean  earnings  of  almost  $5,  not 
bad  for  a  stock  now  selling  at  slightly 
over  10— Robert  J  Flaherty 

Grade  ahead, 
passing  permitted 

PACCAR  Inc.'s  heavy-truck  business  did 
well  in  the  first  quarter:  Sales  of  the  $1.9 
billion  (revenues)  Bellevue,  Wash,  com- 
pany rose  12%,  to  $518  million,  and  net 
was  up  25%,  to  $4.16  a  share.  But  then 
the  bottom  fell  out  of  the  market. 

"I  don't  know  if  the  truck  business  will 
be  off  60%  this  year  as  it  was  in  '74  and 
75,"  says  President  Charles  M.  Pigott, 
grandson  of  PACCAR's  founder.  "But  we 
feel  it'll  be  off  30%,  maybe  40%."  And  a 
new  Peterbilt  assembly  plant  is  just 
cranking  up  in  Denton,  Tex. 

But  Pigott,  a  lean,  determined  man  of 
51,  is  not  dismayed.  "A  recession  is  not 
necessarily  the  worst  time  to  bring  on  a 
new  plant,"  he  explains. "It's  not  good 


for  P&L,  but  they  are  able  to  train 
people  more  carefully;  and  quality  is  so 
important." 

Pigott  is  thinking  of  PACCAR's  two 
best  markets:  its  traditional  customers, 
the  independent  truckers  who  paint 
their  rigs  as  many  as  five  colors  and  treat 
them  more  like  mistresses  than  ma- 
chines,- and  its  largest  markets,  industri- 
al outfits  ranging  from  oil  companies  to 
grocery  chains.  It  is  weaker  among  the 
big  common  carriers,  which  Pigott  views 
as  price  buyers. 

PACCAR  has  grown  steadily  in  big 
33, 000-pounds-and-up  Class  VIII  trucks 
to  about  16%  to  17%  of  the  market,  vs. 
about  22%  for  leader  International  Har- 
vester— which  has  just  taken  a  bitter 
strike  that  kept  it  from  delivering  for 
nearly  seven  months — and  18%  to  19% 
for  Mack.  Could  PACCAR's  new  capac- 
ity give  it  enough  points  to  pass  Mack? 
Pigott  says  that's  not  his  goal.  But  he 
adds,  "It's  possible."— Dero  A  Saunders 


Pigott  of  PACCAR 

No  goal,  but  a  distinct  possibility. 


Outlaw  singer  Willie  Nelson 
Putting  his  brand  on  his  fans. 

Tell  them 
Willie  Boy  is  here 

Country  singer  Willie  Nelson's  fans  ad- 
mire him  because  he  made  it  big  without 
selling  out.  But  time  brings  all  things. 
Just  like  Gloria  Vanderbilt'-s,  Willie  Nel- 
son's name  now  decorates  blue  jeans. 
Mr.  Fine  Inc.,  a  Dallas  apparel  maker,  has 
sold  575,000  pairs  of  Willie  Nelson  jeans 
in  three  months,  and  if  sales  hold  up, 
Willie  stands  to  make  a  cool  $1  million 
in  the  first  year  alone. 

Nelson  got  into  promotion  through  a 
friend,  Dallas  Cowboy  football  player 
Charlie  Waters,  who  runs  Pro-Motion 
Inc.  in  Dallas  on  the  side.  "Charlie  want- 
ed to  get  into  the  blue-jean  business,  so 
we  lust  done  it,"  drawls  Willie.  Pro-Mo- 
tion Inc.  gets  around  7%  of  the  $13  to 


$14  wholesale  price  of  the  jeans  an< 
wards  over  half  of  it  to  Willie.  So  W 
gets  50  cents  or  so  every  time  a  mac 
embroiders  his  name. 

What's  in  a  name?  Plenty.  At  $12 
ticket,  Willie's  mostly  young,  mj 
blue-collar  fans  line  up  outside  the 
cert  halls  before  his  shows,  and  hool 
holler  while  their  hero — stocky,  sci 
red  hair  braided  down  to  his  belly  aj 
rhinestone  in  his  ear — sings  his  ' 
law"  music.  Willie's  jeans  will  be  a§l 
ing  this  month  in  nationwide  chains 
County  Seat  and  The  Limited,  and 
ters  has  plans  to  put  Willie's  name! 
logo  on  Western  shirts,  down  vest 
shirts,  satin  jackets,  sweatshirts 
caps.  Willie  may  wind  up  the  rkj 
outlaw  around.— Toni  Mack 


Getting  cautious 

Since  the  invasion  of  Afghanistan 
one  deal  involving  U.S.  bank  loarj 
Eastern  Europe,  a  $250  million  loa 
Hungary,  has  actually  worked  out.  A  i 
tinational  syndicate  loan  to  East 
many  gradually  fell  apart  until  only 
tria  remained,  and  a  proposed  $200 
lion  loan  to  Czechoslovakia  hag| 
American  bank  in  its  management  gfl 
There  is  more  to  it  than  Afghani! 
says  Lawrence  Brainard,  head  of  Ban 
Trust's  international  economic  divi: 
The  risks  are  clearly  economic  as  w< 
political.  Eastern  Europe  is  ahead 
hock  to  the  West  to  the  tune  of 
billion,  up  from  $16  billion  five  years 
and  is  running  more  than  a  $5  bi 
trade  deficit.  Eastern  European  nat 
had  hoped  to  cover  their  increased 
bills  and  payments  on  Western  1 
with  increased  exports.  But  with  ei 
one  trying  to  play  the  same  game, 
didn't  happen. 


Rankers  Trust's  Brainard 

Luckily,  it's  not  bread  and  butter. 
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World  Currencies 

Why  the  IMM  has  expanded  its  foreign 
exchange  markets. 


One  of  the  most  successful 
innovations  in  the  world  of 
international  exchange  is  our 
group  of  foreign  currency 
futures  contracts:  British 
pounds,Canadian  dollars, 
Swiss  francs,  Deutsche  marks, 
Japanese  yen,  Mexican  pesos, 
French  francs  and  Dutch 
guilders.  Almost  one  million 
contracts  were  traded  in  the 
first  quarter  of  this  year  alone. 
That  translates  into  daily 
volume  that  frequently 
approaches  a  billion  dollars. 

Mow  we  have  greatly  increased 
the  scope  and  flexibility  of  the 
IMM's  foreign  exchange  mar- 
kets with  several  important 
changes.  Foremost  among 
these  is  doubling  the  num- 
ber of  contract  months 


from  four  to  eight  per  year. 
This  will  serve  to  expand  the 
opportunities  for  banks,  cor- 
porations and  other  traders 
engaged  in  hedging,  arbi- 
traging  and  spreading.  The 
expanded  schedule  offers 
regular  contracts  for  January, 
March,  April,  June,  July, 
September,  October  and 
December. 

In  addition  to  the  schedule  of 
regular  contracts,  the  four 
remaining  months  of  Febru- 
ary May,  August  and  November 
will  be  inserted  in  the  "spot" 
month  rotation,  making  it 
possible  to  trade  in  a  current 
month  throughout  the  year. 


A  spot  month  trades  without 
daily  price  limits  so  it  can 
constantly  stay  in  line  with 
world  interbank  prices,  sig- 
nifying the  increasingly  close 
relationship  that  exists  be- 
tween the  IMM  and  the  global 
foreign  exchange  market. 

The  business  of  the  IMM 
is  to  respond  to  the  needs 
of  corporations,  banks  and 
individuals  who  use  it.  The 
transfer  of  foreign  exchange 
risk  to  the  IMM's  futures 
markets  has  become  an  impor- 
tant aspect  of  doing  business. 

We  are  at  your  service. 

For  more  information  call 
800-228-2027;  in  Nebraska 
402-571-4900;  in 
London  01-920-0722. 
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"We're  taking  a  more  cautious  ap- 
proach," says  Brainard,  a  35-year-old  for- 
mer Purdue  economics  professor.  "U.S. 
trade  with  Eastern  Europe  accounts  for 
only  1%  of  our  total  trade,  while  it  ac- 
counts for  8%  of  West  Germany's.  What 
you'll  see  is  a  divergent  evaluation  of  the 
risks  of  lending  to  Eastern  Europe.  U.S. 
businessmen  sense  those  risks  have  ris- 
en. But  to  the  Western  Europeans,  it's 
bread  and'butter."  What  he  means  is  that 
if  the  Western  Europeans  want  to  contin- 
ue selling  their  goods  on  credit  to  Eastern 
Europe,  then  the  Western  Europeans 
themselves  will  have  to  shoulder  the 
risks— Elizabeth  Bailey 


Problems?  What  problems? 

Frederick  J.  Ross  is  still  bitter  about  the 
21  years  he  spent  getting  to  be  president 
of  Carborundum  Co.  only  to  lose  his  job 
after  Kennecott  took  over  in  1978.  "We 
made  one  fatal  mistake,"  he  says.  "We 
let  our  cash  pile  up  waiting  for  the  right 
acquisitions  and  attracted  a  raider."  Ross 
doesn't  intend  to  make  the  same  mis- 
take at  Raybestos-Manhattan,  the  small- 
ish (1979  sales,  just  under  $300  million) 
maker  of  brake  and  transmission  friction 
materials,  where  he  has  been  president 
since  December.  "If  I  don't  turn  this 
company  around,"  he  says,  "someone 
else  will." 

That  could  well  be  AVC  Corp.,  which 
owns   7%   of  Raybestos'  2.3  million 


Ross  of  Raybestos-  Manhattan 


A  few  upside-down  opportunities. 


shares  outstanding  and  has  an  option  to 
buy  the  14%  control  block  held  by  the 
family  of  Chairman  W.S.  Simpson  at  a 
price  considerably  above  the  recent  $18. 
So  Ross  is  moving  fast.  He  has  re- 
structured Raybestos — splitting  the  big- 
gest division  into  three  parts — fired  or 
laid  off  at  least  25%  of  its  salaried  em- 
ployees and  filled  many  key  slots  with 
aggressive  outsiders.  He's  also  stressing 
acquisitions,  international  sales  and 
R&D  for  new  products. 

Raybestos  has  big  problems.  The  big- 
gest is  $6  billion  in  lawsuits  brought  by 
shipyard  workers  who  claimed  Raybes- 
tos products  among  others  caused  them 
to  contract  asbestos-related  illnesses. 
Ross  claims  the  suits  will  be  settled  at 
amounts  well  under  the  company's  in- 
surance coverage,  but  he's  also  contend- 
ing with  strikes  at  manufacturers  of  off- 
road  vehicles,  the  auto  industry's  down- 
turn and  new  technology  that  uses  non- 
asbestos  friction  material  linings. 

"A  problem  is  )ust  an  opportunity 
turned  upside  down,"  says  Ross,  a  mara- 
thon runner  in  his  leisure  time.  Within 
five  years,  he  says,  return  on  equity  will 
triple  from  last  year's  5.3%,  and  sales 
should  more  than  double,  to  at  least  $750 
million.— Robert  J  Flaherty 


Book  of  the  season 

Within  two  months  of  publication  The 
Zero-Sum  Society,  written  by  MIT  eco- 
nomics professor  Lester  C.  Thurow,  has 
become  the  book  to  have  read,  to  be 
reading  or  to  plan  to  read.  The  new  guru 
of  popular  economics  is  42  years  old, 
with  a  ruddy  complexion  and  boyish 
looks  that  more  than  qualify  him  as  the 
new  intellectual  pinup. 

Politics,  though,  is  what  Thurow's 
book  is  all  about.  America's  political 
economy,  he  says,  is  incapable  of  impos- 
ing the  heavy  economic  costs  on  its  citi- 
zens that  are  necessary  to  solve  our  prob- 
lems. "There  are  solutions,  but  we're  not 
going  to  adopt  them,"  says  Thurow.  "All 
of  these  solutions  would  require  a  gov- 
ernment willing  to  lower  a  substantial 
portion  of  the  population's  income.  But 
we  can't  organize  ourselves  politically  to 
do  that." 

The  introduction  to  The  Zero-Sum  Soci- 
ety says  it  all:  The  problem  is  that  in  our 
democratic  system  minorities  have  the 
power  to  veto  solutions  they  perceive  as 
contrary  to  their  interests — and  in  recent 
years  tbat  is  precisely  "what  they  have 
done.  The  result  has  been  national  pa- 
ralysis and  drift. 

Thurow  hammers  this  point  home 
throughout  his  short  (214  pages)  analysis 
of  our  economic  woes.  "Everyone  is  in 
favor  of  energy  independence  in  gener- 
al," he  says,  "but  there  are  vigorous  ob- 
jectors to  every  particular  path  to  energy 
independence."  The  citizens  of  Montana 
do  not  want  their  land  despoiled  by  coal 


mining  so  that  New  Yorkers  can 
warm  in  winter.  That's  the  zen 
game.  For  every  winner  there  is  a 
Individuals   do   not   sacrifice  eq 
Some  gain;  some  lose. 

So  what  docs  Thurow  propose?  Si 
leadership  that  can  get  the  political ; 
together  by  legislating  economic  equ 
and  rational  taxation  to  eliminate  I 
itism   and   special-interest  advan 


Thurow  o/MTT 


But  who  will  make  the  sacrifice? 

and  thus  cause  productivity  to  res) 
That  sounds  somewhat  more  like  1 
Kennedy  than  it  does  Ronald  Re; 
Thurow  advocates  putting  a  safety 
under  workers  by  heavy  financing  « 
training  and  interim  aid  for  emplc 
who  lose  their  jobs  in  sick  indus 
Neither  Chrysler  nor  any  other  s| 
industry  need  be  bailed  out,  since 
work  force  itself  would  be  protectd 
government. 

Thurow  would  do  away  with  4 
and  subsidies,  cut  down  regulation 
inhibits  strong  businesses,  scrap 
trust  laws  ("If  General  Motors  is  the 
American  auto  company,  it's  still  g 
to  be  fighting  off  the  Japanese,"  he; 
Forbes)  and  stimulate  capital  inl 
mcnt  by  abolishing  corporate  taxes., 
sting  is  that  in  Thurowland  a  corpi 
investment  committee  of  governi 
and  industry  would  produce  a  consis 
economic  policy  that  makes  U.S.A. 
more  competitive  with  West  Gerfl 
Inc.  and  Japan  Inc.  Freedom  for  busi 
to  do  exactly  as  it  wishes,  so  long  ai 
what  the  government  wants. 

Thurow  writes  well.  In  a  New 
Times  poll  no  fewer  than  four  lit; 
picked  his  book  as  a  first  choice  for  $ 
mer  reading.  But  his  diagnosis  is  b\ 
than  his  medicine.  His  solutions  ta 
problems,  to  the  feeling  that  the  fi 
wheel  of  our  economy  is  spinning  w 
out  of  control,  would  require  a  powi 
government  and  an  acquiescent  citi 
ry  such  as  this  country  has  never  knfl 
Thurow's  view  of  Utopia  is  no  mor< 
tamable  than  was  Sir  Thomas  Mt 
vision  in  1516.— Maurice  Bamfatber 
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BRINGING  IMAGINATION 
TO  THE  BUSINESS  OF  ENERGY 


/Vhen  we  built  our  first  LP-gas 
)ipeline  in  1 960,  some  people 
nought  we  were  crazy. 

Well,  we've  been  crazy  enough 
o  grow  handsomely  in  sales  and 
evenues,  profits  and  dividends, 
:very  year  since  that  first  pipeline 
vas  built 


Today,  we're  a  uniquely  balanced 
energy  company.  Our  various  di- 
visions produce  and  market  coal, 
LP-gas,  oil,  gas  and  liquid  fertilizers. 
And  yes,  we  continue  to  expand 
and  operate  our  6,600-mile  net- 

¥  MAPCO 


work  of  pipelines. 

In  the  next  few  years,  we  think  it 
will  take  a  certain  kind  of  company 
to  make  it  in  the  energy  business.  • 

It  will  take  more  than  oil  wells, 
coal  mines,  or  even  6,600  miles  of 
pipeline. 

It  will  take  imagination. 


MAPCO  INC.  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 
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"Sure  we'i 


Sure  wPre  happy  with  Digital. 
Productivity's  up  10%.  Errors  are 
down  to  less  than  2%.  And  our 
salesmen  get  their  sales  results 
reported  sooner^' 

Dennis  Clardy 
Vice  President-Administrative  Services 
Food  Services  Division 
Nabisco,  Inc 


With  Digital,  we've  got  better  infor 
mation,  tighter  inventory  control,  a 
neater  invoice,  and  a  lot  more  time 
for  other  things." 

James  Simila 
Director-Management  Information  Services 
Biscuit  Division 
Nabisco,  Inc. 


Nabisco  and  Digital.  When  apartnei  m 


At  Nabisco,  two  major  divisions  had  the 
same  major  problem.  Their  nationwide  distri- 
bution systems  were  still  far  too  dependent 
on  manual  operations. 

The  Biscuit  Division  was  processing 
18,000  multi-item  orders  every  day.  All  by 
hand. 

The  Food  Services  Division  was  keeping 
track  of  300  separate  stock-keeping  units  for 
over  W,000  customers.  All  by  hand. 

Deciding  to  computerize  was  easy. 
Deciding  on  a  computer  company  was 
anything  but.  In  fact,  there  was  really  only 
one  company  for  the  job.  Digital. 

You  see,  Nabisco  needed  a  partner.  They 
needed  a  long-term  commitment  from  a 


leading  computer  company.  And  they  were 
very  demanding. 

They  wanted  both  computer  systems 
decentralized,  since  most  users  were  at  the 
local  level.  They  wanted  them  interactive,  so 
users  could  have  quicker,  more  direct  access 
to  information.  They  wanted  them  technolog 
ically  advanced,  so  many  different  operations 
could  be  performed.  And  they  wanted  each 
system  to  be  nationwide,  with  full  support 
service  in  over  170  locations. 

Now,  lots  of  computer  companies  can 
meet  some  of  these  requirements.  Digital 
could  meet  them  all. 

Digital  is  the  acknowledged  leader  in 
interactive  minicomputers.  Each  Nabisco 


'Digital  became  partners  with  us— 

their  computers  are  essential  to  us. 

They  proved  they  can  support  an 

organization  this  size." 

Gus  Fendrock 
Divisional  Vice  President- 
.  Management  Information  Services 
Nabisco,  Inc. 


needed,  the  leader  came  through. 


sion  was  able  to  get  a  system  that  was 
onwide,  yet  completely  localized. 
Digital  makes  a  broader  range  of  state- 
Ke-art  hardware  than  anyone  else.  So 
>isco  was  able  to  get  the  right  computer 
?ach  local  application. 
Finally  Digital's  support  service  is  second 
one.  Even  with  a  huge,  national  client 
Nabisco,  Digital  was  able  to  ensure  a 
•onse  time  of  four  hours  or  less  in  most  of 
170  locations. 

As  Nabisco  found  out,  Digital  has  every- 
g  you  could  want  from  a  leader.  Broad 
duct  line.  Advanced  technology.  Innovative 
:epts.  Superb  support.  And  unsurpassed 
?rience  in  the  interactive  computer  field. 


So  whether  you're  a  corporate  giant  like 
Nabisco  or  a  small  business  trying  to  reduce 
your  paperwork,  you,  too,  can  be  partners 
with  the  leader. 

Digital.  For  computers.  And  computer 
solutions. 

Digital  Equipment  Corporation,  129  Parker  Street.  Maynard. 
MA  01754,  Dept  PK3-2'M18.  European  headquarters 
12  av  des  Morgmes,  1213  Petit-Lancy  Geneva  In  Canada 
Digital  Equipment  of  Canada,  Ltd 
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Continental  Bank  has  a  global 
network  of  over  100  offices  in 
31  countries,  including  all  major 
money  markets  in  the  world. 

Our  worldwide  network  serves  as  an 
essential  tool  to  the  Continental  banker, 
providing  the  capacity  for  timely  response 
and  comprehensive  follow-through.  It's 
what  you  expect  from  a  top  international 
bank.  At  Continental  Bank,  it's  reality. 


Pi 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina  ■  Australia   Austria  •  Bahamas.-  Bahrain   Belgium  ■  Brazil  ■  Canada  •  Colombia  France  •  Greece  ■  Hong  Kong  ■  Indonesia  Italy  ■  Japan  ■  Kenya  Korea) 
Lebanon  •  Malaysia  •  Mexico  -  The  Netherlands  •  The  Philippines  ■  Singapore  ■  Spain  Switzerland  Taiwan  ■  Thailand  •  United  Kingdom  Venezuela  West  Germany 
United  States  Chicago   New  York  •  Los  Angeles   Houston   Dallas  ■  Miami  Cleveland  •  San  Francisco  Denver 


Observations 


lie  say  the  Administration  will  soon  get 
:ountry  moving  again.  But  what  will  that 
o  our  standard  of  living? 


{ short  recession? 
r  a  long,  hard  one? 


nother  boom-bust  cycle  brew- 
?  I  doubt  it.  The  bust  has  already 
'ted  but  from  now  on  booms  will 
easingly  difficult  to  engineer  in 
jntry,  because  they  will  entail  a 
'  higher  cost  in  terms  of  inflation, 
sted  ourselves  out  of  the  last  re- 

by  means  of  an  explosion  of  debt 
on  both  domestically  and  inter- 
lly,  and  by  now  we  are  dangerous- 
ndebted  at  home  and  abroad, 
e  moment  the  U.S.  economy  is  in 
)f  free  fall.  Many  economists  start 
le  optimistic  premise  that  it  is 
lly  imperative  for  the  economy  to 
nding  again  come  Election  Day, 
by  autumn  the  government  will 
owing  and  spending  at  an  enor- 
ate  in  order  to  "get  the  country 

again,"  and  the  Fed  will  be  mak- 
lit  readily  available.  So  the  econo- 
[  bottom  out  in  the  third  quarter, 
rt  moving  up  again  in  the  fourth, 
scenario  is  based  upon  a  whole- 
leasure  of  disillusioned  political 
m,  but  it  ignores  our  enormous 
ilation  of  short-term  internation- 
>.  Ever  since  oil  prices  started  to 
the  end  of  1973,  the  U.S.  banking 

has  kept  the  world  going  by  ac- 
deposits    from    the  oil-rich 
then  relending  the  money  to 
ling  countries,  who  are  unlikely  to 

to  repay  their  debts.  This  recy- 

the  petrodollars  appears  to  have 
out  as  far  as  it  can  go. 


iden  is  senior  vice  presidentmvestrnents 
uardian  life  Insurance  Co.  of  America, 
or  of  How  to  Cope  with  the  Developing 
Crisis. 

IUI.Y  7,  1980 


In  the  process  of  holding  the  world 
together,  the  U.S.  banking  system  has 
done  what  any  financial  institution  or 
system  does — borrow  short  and  lend 
long,  on  a  monumental  scale.  Estimating 
our  international  short-term  indebted- 
ness is  an  exercise  in  futility,  in  my 
opinion.  Anybody  who  takes  a  dim  view 
of  the  prospects  for  the  external  value  of 
the  dollar  can  increase  our  foreign  liabili- 
ties simply  by  borrowing  dollars  and  us- 
ing them  to  buy  yen,  deutsche  marks  or 
gold  someplace  else.  But  people  who  like 
to  make  such  estimates  come  up  with 
figures  in  the  neighborhood  of  half  a  tril- 
lion dollars,  or  about  a  quarter  of  a  year's 
national  income. 

By  now  the  rest  of  the  world  (not  to 
mention  a  great  many  Americans)  has 
grown  so  skeptical  about  our  political 
will  and  ability  to  manage  our  affairs 
prudently  that  every  step  we  take  that 
reinforces  the  skepticism  touches  off  a 
selling  wave  of  dollars.  Unfortunately, 
our  standard  of  living  depends  to  a  con- 
siderable extent  upon  the  external  value 
of  the  dollar,  because  that  determines 
how  much  we  get  for  our  exports,  and 
what  our  imports  cost  us.  So  here's  the 
not-very-pretty  picture:  Any  political  at- 
tempt to  restimulate  the  economy  is 
likely  to  be  greeted  with  massive  selling 
of  dollars,  and  a  fall  in  our  standard  of 
living.  A  threat  of  war  emphasizing  the 
military  vulnerability  of  Germany  and 
Japan  might  strengthen  the  dollar,  but 
that  would  hardly  be  desirable. 

Quite  bluntly,  there  is  no  way  to  stim- 
ulate the  economy  into  boom  again 
without  leading  to  intolerable  inflation. 
Am  I  predicting,  then,  that  we  are  head- 


by  \shby  Bladen 


ing  into  a  period  of  mass  unemployment 
like  the  1930s?  No,  but  it  does  seem 
likely  that  the  American  standard  of  liv- 
ing will  continue  to  decline. 

Under  these  circumstances,  what  are 
the  prospects  for  the  various  kinds  of 
investments  that  most  of  us  own,  or 
would  consider  owning?  My  fellow 
Forbes  columnist  David  Dreman  be- 
lieves that  Americans  may  turn  back  to 
common  stocks  in  desperation  as  they 
realize  that  during  an  inflation  bonds  and 
other  fixed-income  claims  are  sure  los- 
ers. He  may  be  right,  and  it  is  certainly 
true  that  the  prices  of  a  great  many  com- 
mon stocks  are  modest  in  relation  to  the 
accumulated  investment  that  they  repre- 
sent. But  it  is  also  true  that  many  large, 
publicly  owned  businesses  in  this  coun- 
try no  longer  earn  a  reasonable  return  on 
investment.  Moreover,  their  earnings  are 
falling  sharply  now  as  recession  sets  in, 
and  many  companies  will  be  in  the  red. 
After  the  short-term  borrowing  spree  of 
the  last  four  years,  there  are  bound  to  be 
some  unexpected  bankruptcies.  In  short, 
the  stock  market  makes  me  nervous.  If 
you  do  buy  or  own  common  stocks,  I 
suggest  that  you  stick  with  the  best- 
managed,  most  solidly  financed. 

I  also  suggest  that  bond  buyers  keep  a 
weather  eye  on  foreign  exchange  rates. 
We  have  had  a  stunning  rally  in  the  bond 
market  as  people  have  come  to  realize 
that  the  recession  is  indeed  here  at  last. 
That  was  only  to  be  expected  after  the 
enormous  fall  in  bond  prices  during  the 
first  quarter  of  the  year,  but  since  then 
the  dollar  has  also  turned  very  weak.  As 
long  as  it  remains  weak,  I  would  also  be 
skeptical  about  the  bond  market. 

In  my  book,  Hoiv  To  Cope  with  the  Devel- 
oping Financial  Crisis,  I  wrestled  indeci- 
sively with  the  unpleasant  question  of 
the  prospects  for  serious  social  disorder 
in  this  country.  Since  Miami,  the  out- 
look in  that  respect  has  unhappily  be- 
come clearer.  The  cost  of  social  welfare 
has  been  rising  rapidly  in  recent  years, 
and  it  will  continue  to  soar  under  the 
impact  of  the  slump.  This  comes  at  a 
time  when  our  national  standard  of  liv- 
ing and  our  willingness  to  pay  taxes  are 
both  falling. 

With  inflation,  the  standard  of  living 
of  people  on  social  welfare  is  falling  fast, 
and  for  some  of  them  it  is  rapidly  ap- 
proaching the  minimum  subsistence  lev- 
el. This  situation,  in  the  hands  of  a  singu- 
larly inept  Administration,  has  all  the 
ingredients  of  a  disaster. 

In  my  book  I  said  that  the  first  consid- 
eration, particularly  for  middle-aged  and 
elderly  people,  would  be  finding  a  safe, 
convenient  and  satisfactory  place  to  live. 
That  advice  looks  even  better  today. 
Otherwise,  at  the  moment,  I  still  like 
Treasury  bills.  ■ 
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While  German  politicians  carp  and  criticize  the  U.S.,  German  bi 
nessmen  are  voting  American — and  bringing  us  not  only  their  ma\ 
and  their  business,  but  their  skills  as  well. 

Drang 
nach 

U.SJL 


By  Thomas  C.  O'Donnell 
with  Christine  Miles 


A German  executive  based  in  North  Carolina  points  to 
the  only  artwork  in  his  office,  a  cartoon  taped  to  his 
plain,  tan  file  cabinet.  A  German  is  huddled  in  front  of  a 
travel  agency  reading  a  sign  in  the  window.  The  sign  exhorts: 
"Visit  the  Soviet  Union  before  the  Soviet  Union  visits  you."  It 
is  a  succinct  way  of  explaining  why  the  flow  of  German 
investment  into  the  U.S.  has  recently  become  a  flood. 

While  the  Federal  Repub-   


lie's  political  leaders  talk 
soothingly  to  a  growling  Rus- 
sian Bear,  its  businessmen 
and  investors  are  moving  as 
much  honey  as  they  possibly 
can  beyond  his  reach.  German 
money,  private  and  corporate 
alike,  is  pouring  into  the  U.S. 
at  a  fast  and  growing  clip — 
into  companies  and  real  estate 
and  into  building  plants.  The 
money  is  coming  here  for 
many  reasons.  Fear  of  the 
Bear  is  a  powerful  factor. 
Then,  too,  the  dynamic  Ger- 
man economy  is  generating 
capital  faster  than  is  needed  at 
home,  and  the  strength  of  the 
deutsche  mark  makes  U.S.  as- 
sets look  temptingly  cheap. 
Finally,  the  U.S.  market  is  still 
the  richest  in  the  world  and 
thus  irresistible  to  the  flood  of 
increasingly  confident,  in- 
creasingly powerful  German 
businessmen. 

Giant  German  corpora- 
tions, of  course — such  as  Sie- 
mens, Hoechst,  BASF,  Flick 
and  Volkswagen — have  been 
here  for  years.  Most  rushed 
ashore  in  the  early  1970s — the 
so-called  first  wave  of  the  Ger- 
man invasion.  What  makes 
today's  "second  wave"  so  dif- 
ferent  is  that  medium  and 
small  companies — some  with 


Wunderbar  numbers 


annual  sales  below  $10  million — are  now  establishing  b\ 
heads.  It's  partially  a  response  to  the  "Buy  America"  feeli 
the  U.S.  "By  manufacturing  here,  we  hope  to  seem  i 
American,"  says  Leopold  Jaegers,  owner  of  a  small  steel) 
ting  machine  plant.  In  addition,  wealthy  but  worried  Gel 
investors — often  through  their  all-powerful  banks — are 
bling  up  American  real  estate  and  securities  as  never  befa 
How  much  are  the  Germans  investing  here?  Forget 
published  figures.  They  are  only  the  tip  of  the  iceberg.  It': 
that  the  Germans  are  hiding  anything.  It's  just  that  they  gj 
  of  their  way  to  avoid  pub 


Below,  a  quick  comparison  of  the  West  German 
and  U.S.  economies.  The  data  are  the  latest  avail- 
able (in  most  cases  1979)  and  in  constant  dollars. 


W.  Germany 

U.S. 

Population  (millions) 

61.4 

220.6 

Area  (square  miles) 

96,000 

3,615,000 

Gross  national  product  (billions) 

$760.5 

$2,368.5 

GNP  from  exports 

22.6% 

7.7% 

Median  household  income 

$21,410 

$20,428 

Per  capita  income 

$9,619.20 

$8,722.57 

Average  hourly  wage  (manufacturing) 

$6.85 

$6.16 

Fringe  benefits  as  percent  of  salary 

65% 

35% 

ing  their  presence  any  i 
than  is  absolutely  neces 
A  German  newspaper  rei 
ly  reported  that  Germans 
own  40,000  square  mile, 
the    best    farmland  in 
U.S. — an  area  nearly  as  b 
Communist   East  Germ 
But  farmland  is  the  least 
For  years  American  m\ 
poured  overseas,  but  now 
man     Economic  Min 
numbers  show  the  tide 
been  reversed.   They  re 
that  in  1978  something 
astonishing  happened: 
man  investment  in  the 
surpassed  American  in} 
ment  going  the  other 
($1.1  billion  to  $478  mill 
The  trend  has  continued 
cording  to  the  Commerce 
partment,  German  compa 
accounted  for  one-third  a 
foreign  takeovers,  plant 
pansions  and  startups  in 
first  quarter  of  1980 

But  such  direct  mvestni 
figures  do  not  begin  to  tell 
story.  "The  Germans  are 
most  secretive  of  all  fori 
investors,"  points  out  Gill 
Harrison,  chairman  of 
board  of  Financo,  a  Phila 
phia-based  merger  specif 
They  are  fearful  of  poteij  f 
anti-German  prejudices  id 
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ora  and  at  the  cash  register.  Says  one  German  execu- 
te ugliest  thing  about  America  is  the  way  people  still 
s  for  what  happened  during  the  war."  But  the  executive 
I  oversensitive.  Most  Americans  have  welcomed  the 
1  invasion  and  for  good  reason:  It  creates  jobs,  bolsters 
nomy,  reduces  the  trade  deficit  and  strengthens  the 
liar.  "What  you  really  have  are  American  companies 
erman  ownership,"  says  Eckart  Goette,  president  of 
iustries'  Midrex  Corp.  "The  earnings  made  by  Ameri- 
srations  of  German  companies  are  reinvested  here, 
e  not  exported." 

deans  have  been  so  accepting  that  some  typical  U.S. 
lave  taken  on  aspects  of  Bavarian  villages.  In  Spartan- 
C,  for  example,  the  Germans  "have  completely  rein- 
d  their  lifestyle,"  says  Milton  Hochmuth,  director  of 
;<State  University's  Institute  for  International  Business, 
h  of  Route  85  outside  Charlotte,  N.C.  is  not  so  jokingly 
to  as  "the  autobahn"  by  local  residents.  The  names  of 
ties  one  sees  are  American  Volkmann,  Hamel, 
;r,  American  Zinser  and  Krupp. 

otte,  which  is  home  for  4,000  transplanted  Germans, 
:wo  large  German  social  clubs.  International  festivals, 
rfests  and  Faschings  (masquerade  parties)  are  held.  Ger- 
med Korf  Industries  has  been  one  of  the  largest  contrib- 
i  the  Charlotte  Arts  & 
Council  for  years.  The 
public  schools  report 
are  1,500  children 
irimary  language  is  not 
.  Of  these,  many  are 
i-speaking. 

inly,  there  has  always 

strong  German  pres- 
l  the  U.S. — and  not 
rough  immigrants.  As 
:  as  1865,  for  example, 
..G.  opened  a  dye  plant 
he  banks  of  the  Mo- 
l  Albany,  N.Y.  Similar 
lents  swiftly  followed, 
both  world  wars  Ger- 
>perty  was  confiscated 
rman  investment  was 
In  1918  Bayer  was 
o  give  up  its  name  and 
irk.  Sterling  Drug 
the  Bayer  aspirin 
irk    from    the  U.S. 

property  custodian," 
iins  it  even  now. 
hese  things  are  forgot- 
d  a  new  reality  has 
d.  Explains  Otto  Dax, 
lirman  of  Siemens,  the 
ectrical  company  that 
:ly  emerging  as  Gener- 
ric's  number  one  com- 

"For  us,  coming  here 

matter  of  survival." 
ad  to  increase  to  sup- 
E  huge  R&D  expenses 
to  compete  against  its 


John  Brookhuis,  president  ofAmei 
"We're  not  thinking  ten  years 


sophisticated,  technologically  superior  and  entrenched  U.S. 
counterparts. 

But  a  funny  thing  happened  on  the  way  to  the  marketplace: 
"Once  the  Germans  found  out  it  did  not  take  magic  to  com- 
pete in  the  U.S.,  they  lost  their  awe  of  Americans  and  became 
very  successful,"  says  Milton  Hochmuth. 

The  publisher  Bertelsmann  Corp.  is  a  case  in  point.  After  the 
war,  Chairman  Reinhard  Mohn,  who  had  spent  two  years  in  a 
U.S.  prisoner  of  war  camp  in  Kansas,  began  transforming 
Bertelsmann  from  a  small  publisher  of  religious  books  into  a 
diversified  global  giant.  In  its  most  recent  fiscal  year,  the 
publishing"  company  racked  up  revenues  of  $2.2  billion,  second 
only  to  Time  Inc.'s  $2.5  billion. 

Still,  Bertelsmann  failed  to  establish  a  U.S.  presence  until 
1977.  Why"  "In  the  years  after  the  war,  I  took  knowhow  from 
the  U.S.  in  printing,  publishing,  organization,  management 
and  so  on,"  Mohn  told  Forbes  in  1978.  "All  those  years  I  said 
there  is  no  reason  to  go  into  the  U.S.  They  know  their  job." 

The  success  of  his  purchase  of  a  51%  stake  in  Bantam 
Books,  however,  has  convinced  Mohn  that  the  best  European 
companies  have  at  last  become  as  good  as  their  U.S.  counter- 
parts. So  in  May  Bertelsmann  bought  the  remaining  49% 
interest  in  Bantam  It  hopes  to  boost  the  percentage  of  foreign 
revenues  from  the  current  33%  to  50%  by  1985.  To  help  reach 

this  objective,  Bertelsmann 
has  also  launched  GEO  (a 
toney,  high-priced  version  of 
the  National  Geographic), 
which  is  already  a  huge  suc- 
cess in  Germany. 

Similarly,  American 
Hoechst,  which  has  acquired 
15  U.S.  companies  or  plants 
during  the  past  five  years,  is 
no  longer  afraid  of  Americans. 
Last  year  the  German  parent's 
worldwide  sales  reached  $15 
billion,  making  it  the  world's 
largest  chemical  company. 
Yet  less  than  10%  of  those 
sales  came  from  the  U.S.  So 
American  Hoechst  plans  to 
spend  a  cool  $800  million — 
excluding  acquisitions — in 
the  U.S.  by  1985.  "Our  top 
priority  is  to  increase  our 
share  of  the  American  chemi- 
cal market,"  says  Dieter  zur 
Loye,  senior  executive  vice 
president  and  chief  operating 
officer. 

Because  of  the  stunning 
track  record  of  German  com- 
panies, American  Hoechst  is 
clearly  a  good  bet  to  succeed. 
By  far  the  biggest  German  tri- 
umph to  date  has  been  Volks- 
wagen's turnaround  of  an  un- 
profitable Chrysler  plant  in 
New  Stanton,  Penna.  Two 
years  ago  the  plant  began 
turning  out  Rabbits  so  well- 


ican  Hoechst 
out,  but  far  future. 
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made  and  fuel  efficient  that  production  can  hardly  keep  up 
with  demand. 

The  Volkswagen  plant  is  unusual  in  the  way  the  payoff  came 
so  soon.  What  characterizes  German  investment  is  a  willing- 
ness to  wait  for  long-term  payoffs.  Corporations  are  able  to  do 
so  because  they  rely  to  a  far  greater  extent  on  bank  financing 
than  do  U.S.  companies.  "Unfortunately,  American  corpora- 
tions are  frequently  forced  to  concentrate  on  quarterly  profits 
to  please  stockholders,"  says  one  Wall  Streeter. 

German  banks  are  able  to  play  such  a  role  because  they  are 
not  bogged  down  by  the  strict  laws  and  regulations  that  limit 
the  role  U.S.  banks  can  play  in  corporate  boardrooms.  In 
addition,  German  banks  are  flush  with  cash  because  the  typi- 
cal German  saves  12%  of  his  income,  compared  with  a  4%  rate 
for  the  average  American.  This  savings  rate  reflects  the  need 
for  security  and  forward  planning  in  the  German  national 
character — tendencies  encouraged  by  the  presence  of  Russian 
tanks  on  the  frontiers.  As  a  German  visitor  here  recently  put 
it:  "Living  with  Russia  is  like  being  in  a  cage  with  a  hungry 
bear.  You  find  yourself  hoping  that  he  dined  well  last  night." 

But  as  the  streams  of  German  immigrants  that  filled  Ameri- 
can cities  and  countryside  in  the  19th  century  produced  good 
citizens,  so  the  German  investment  of  the  20th  century  is 
making  a  contribution  that  transcends  mere  money.  Says  Ray 
Denny,  international  division  representative  of  the  North 
Carolina  Department  of  Commerce:  "The  German  businesses 
that  come  here  are  efficient,  honest,  thorough  and  orderly." 
Denny  should  know;  his  state  has  been  the  most  successful  in 
wooing  the  largest  number  of  German  firms,  as  the  settlement 
in  Charlotte  attests. 

About  20  states  are  actively  seeking  foreign  investment,  and 
the  competition  can  sometimes  be  ferocious.  To  get  the  VW 


plant  at  New  Stanton,  for  example,  Pennsylvania  off  ere 
company  a  30-year,  $40  million  loan,  carrying  an  interes 
of  1.75%  for  20  years  and  8.5%  for  the  remaining  10.  Per 
vania  also  reduced  property  taxes  by  90%  for  the  first  2 
and  by  50%  for  the  next  3,  spent  nearly  $600,000  to  trairj 
workers  and  constructed  a  railroad  spur  to  the  plant. 

During  the  first  wave,  German  investment  flowed  ti 
Northeast.  "Until  five  years  ago,  most  Germans  though 
U.S.  was  four  states — New  York,  New  Jersey,  Pennsylvani 
Connecticut,"  says  Gunter  Nitsch  of  the  German-Ame 
Chamber  of  Commerce.  "Now  these  states  are  fightin 
investment  that  only  a  few  years  ago  would  have  natij 
gone  there." 

Indeed,  most  second-wave  investment  has  been  conceB 
ed  in  the  Sunbelt,  especially  the  Southeast.  "The  German 
the  climate,  the  fact  that  the  weather  rarely  stops  them 
building  or  working,"  points  out  Hochmuth  of  Georgia  S 
"They  also  like  the  value  they  get  for  their  dollar,  see  less 
strife  and  believe  that's  where  the  American  work  ethic  is 
intact." 

As  citizens  of  a  cramped  country  where  residential  lot 
measured  in  square  meters  rather  than  in  parts  of  an 
Germans  have  a  particular  fondness  for  U.S.  real  estate, 
it  may  look  forbiddingly  expensive;  to  them  it  often  II 
temptingly  cheap.  Operating  through  Deutsche  Bank,  Gei| 
investors  have  acquired  One  Shell  Plaza,  Houston's  hi|| 
building,  along  with  Pennzoil  Place,  Houston's  largest 
years  ago,  giant  Deutsche  Bank  was  also  interested  in  bii 
the  World  Trade  Center.  "And  no  one  would  be  surpris 
they  come  back  again  in  the  near  future,"  says  one  New 
banker.  But  measuring  the  German  invasion  purely  in  ten 
dollars  or  real  estate  acquired  is  quite  misleading.  Fob 


Milton  Hochmuth  of  Georgia  State 
Germans  "lost  their  awe"  of  Americans. 


Dieter  zur  Lore  of  American  Hoechst 
Success  infields  not  yet  entered. 
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many  German-owned  firms  are 
uartered  in  neighboring  Switzer- 
;lgium  or  the  Netherlands  for  tax 
.  Says  Harrison  of  Financo, 
of  my  clients  from  these  nations 
dl  practical  purposes  German." 
erwald  Holding,  for  instance, 
owns  1,536  Wienerwald  restau- 
1  13  countries — as  well  as  Lums 
ant  Corp.  of  Miami  and  Holly- 
ased  International  House  of  Pan- 
was  founded  in  Munich,  and  for 
15  years  Germany  was  its  biggest 
.  However,  its  corporate  head- 
s  is  located  outside  Zurich  so  it  is 
y  classified  as  Swiss.  Swiss?  In 
e,  Wienerwald's  acquisition  last 
:  IHOP— with  its  500  pancake 
and  its  affiliates,  Copper  Penny 
ve's  Wood  Pit — have  made  the 
ather  than  Germany,  Wiener- 
jiggest  market. 

es  money,  the  Federal  Republic  is 
becoming  the  world's  leading  ex- 
)f  management  skills.  Take  retailing.  The  Aldi  chain  of 
arkets  set  up  shop  here  in  1976  by  buying  Benner  Tea 
located  mainly  in  the  Midwest.  Since  then,  the  chain 
wn  to  85  "box"  or  limited  assortment  stores, 
ch  stores,  the  number  of  items  stocked  is  limited  to 
•00  basic  products  such  as  toilet  paper,  canned  vege- 
detergents.  Many  carry  no  manufacturer  identifica- 
d  are  priced  25%  or  more  below  brand  names.  Sin- 


U.S.,  German  and  local flags  fly  side  by  side 
along  Route  85  in  North  Carolina 


gles,  young  couples,  the  elderly — they 
have  made  box  stores  smashing  suc- 
cesses in  Germany.  Recently  the  Ten- 
gelmann  group,  which  last  year  bought 
47%  of  Great  Atlantic  &  Pacific  Tea 
Cov  has  introduced  the  concept  at  37 
of  its  outlets.  "If  A&P  pushes  box 
stores  in  a  big  way  and  if  they  are  a 
success,"  says  one  analyst,  "the  con- 
cept could  revolutionize  supermarket 
retailing  in  this  country." 

The  Germans  have  also  perfected  the 
concept  of  the  master  craftsman — a  se- 
nior worker  who  acts  as  a  teacher  and 
trouble-shooter  rather  than  as  a  boss  or 
supervisor.  "If  anything  goes  wrong  with 
any  facet  of  the  operation,  he  can  fix  it," 
says  Otto  Dax  of  Siemens. 

Ironically,  the  modern  form  of  this 
concept  was  developed  in  the  1950s  by 
IBM  in  the  U.S.  In  effect,  the  Germans 
have  done  nothing  more  than  perfect  it 
and  then  export  it  back.  Says  consultant 

  Peter  Drucker  in  a  recently  published 

We  don't  need  to  learn  what  the  rules  [of  good 


editoria 

management!  are.  We  invented  them.  What  we  need  to  do  is 
put  them  into  practice."  Whoever  invented  the  rules,  German 
businessmen  are  reminding  us  of  their  importance — some- 
thing we  seem  to  have  forgotten  in  the  smugness  and  arro- 
gance that  prevailed  here  for  decades  after  World  War  II  ended. 

And  the  Germans  have  something  most  Americans  lack: 
patience.  Corporate  careers  here  are  made  or  broken  by  short- 


T  wo  way  traffic 


ect  investment  in  West  Germany  is  now  just  3  times  the  same  period  German  investors  increased  their  stake  in  the 
s  direct  German  investment  in  the  U.S.  In  the  past  ten  U.S.  sevenfold.  As  the  chart  also  shows,  the  pace  of  German 
le  U.S.  stake  there  nearly  tripled,  to  $14  billion.  Over    investment  in  the  U.S.  has  lately  been  accelerating. 


>..  of  Commerce;  FORBES  estimate 
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term  performance  and  results.  Com- 
ments Drucker:  "By  separating  short- 
term  operating  budgets  from  longer-term 
investment  budgets,  foreign  companies 
can  plan  for  the  long  haul." 

Indeed,  German  companies  are  doing 
just  that.  On  average  they  allocate  more 
than  2.4%  of  GNP  to  research  and  devel- 
opment, and  the  percentage  is  growing 
each  year.  American  corporations,  by 
contrast,  invest  less  than  that  and  the 
percentage  is  falling. 

Such  outlays  have  given  the  Germans 
a  leg  up  in  high-technology  fields  domi- 
nated by  Americans  as  recently  as  four 
and  five  years  ago.  What  makes  Ameri- 
can Hoechst  think  it  can  dramatically 
increase  its  share  of  the  U.S.  chemical 
market?  "Our  knowhow  and  our  re- 
search capabilities,"  answers  Dieter  zur 
Loye.  "These  two  factors  give  us  confi- 
dence we  can  even  compete  successfully 
in  fields  here  which  we  have  not  yet 
entered." 

Let's  face   it:   The   statement  may 
sound  arrogant,  but  it  is  not  unjustified. 

But  by  and  large  the  Germans  struggle 
to  keep  a  low  profile.  Typical  is  the  secre- 
tive Friedrich  Karl  Flick,  perhaps  the 
number  one  foreign  investor  in  the  U.S. 
Neither  Flick  nor  any  other  German  comes  to  mind  when  such 
names  as  Giovanni  Agnelli  of  Italy,  Rupert  Murdoch  of  Austra- 
lia and  Guy  de  Rothschild  of  France  are  mentioned.  Indeed, 
Flick  tries  to  avoid  publicity  almost  as  assiduously  as  he  avoids 
terrorists. 


Understatement 


West  Germany  ranks  but  fourth  in  "di- 
rect" investment  in  the  U.S.,  but  that  does 
not  include  private  land  and  other  deals. 


$  Billions  (year-end  19781 


Netherlands  -9.8 


Canada 


Germany 


Japan 


Switzerland 

2.8 

France 

1.9 

Other 

6.8 

Total 

Source:  Dept.  of  Commerce 


Flick's  father  was  the  legendary 
rich  Flick,  who  rebuilt  his  empire 
spending  three  years  in  prison  for 
crimes  for  using  slave  labor.  Frie 
Karl  is  now  using  that  $4  billion 
glomerate  to  buy  into  America. 

In  1978  Friedrich  Karl  bought  a 
interest  in  U.S.  Filter  Corp.,  and  hoc 
his  holding  in  W.R.  Grace  &  Ci 
35% — an  outlay  of  $350  million  in 
months.  He  could  buy  more  with 
of  what  he  pocketed  in  1976  for  sell 
29%    stake    in   Daimler-Benz,  w 
makes  the  Mercedes — a  car  that 
planted  Cadillac  as  the  premier  Ar 
can  four-wheeled  status  symbol. 

Flick  can  afford  to  move  slowly 
cause — like  all  German  investors 
is  not  looking  for  a  quick  return.  * 
secret  [of  German  success]  in  the 
is    still    tenacity,"    points  out 
Brookhuis,     president     of  Amei 
Hoechst.  "We  are  not  thinking  of 
10  years  out,  but  the  far  future."  . 
consultant    Werner  Gundlach: 
Germans  were  fully  aware  of  Amei 
potential  at  the  turn  of  the  ten 
This  is  just  a  newer  version  of  j 
happened  before." 

  Is  this  new  German  invasion  thi 

threat?  -Or  is  it  a  vote  of  confidence  in  the  American 
ture — a  future  that  we  natives  sometimes  doubt?  Liste 
one  thoughtful  German:  "In  ten  years  Germany  could 
socialist  country.  America  has  its  problems,  but  it's  w 
the  future  of  capitalism  lies."  ■ 


(,.2 


1.2 


13 


Gilbert  Harrison,  chairman  ofFinanco 
"The  Germans  are  the  most  secretive 


Eckart  Goette,  president  of  Midrex  Corp. 
Reinvesting  profits  here. 
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Pleasure  before  business. 


On  our  new  747B  s  from  Los  Angeles 
Seattle  toTokyo  and  Bangkok,  we  treat  you 
with  a  little  vacation,  as  it  were,  before  you 
get  down  to  business.  And  we  do  it  as  smooth 
as  silk  to  33  cities  across  4  continents.  Because 
we,  toOi  have  important  business  to 
|K%<  j  take  care  of.  And  that,  dear 

M  m  H^U  passenger,  is  you 

How  man  was  meant  to  fly. 


THE 

MANUFACTURERS 
HANOVER 
OPERATING 
COMMITMENT, 
WORLDWIDE: 


IT'S  WORKING 
IN  THE 
CITY  OF  LIGHT... 


...and  in  Chicago  and  Hong  Kong  and  in  the  inmost 
reaches  of  Africa  as  well.  It's  part  of  our  total  banking 
philosophy  —  proven  credit  alternatives  combined 
with  premier  operations  support. 

In  Paris,  for  example,  our  subsidiary, 
Manufacturers  Hanover  Banque  Nordique,  is  a  leader 
in  serving  the  credit  needs  of  medium  and  large 
corporations  interested  in  doing  business  with 
Scandinavia  and  the  U.S. 

Our  London-based  merchant  bank, 
Manufacturers  Hanover  Limited,  has  been  a  consistent 
leader  in  Eurobond  financing,  and  in  managing  or 
co-managing  bank  loans  and  public  issues. 

The  cash  management  services  of  our  Dutch 
affiliate,  BankMendes  Gans,  have  proven  in  day-to-day 
operations  to  be  unsurpassed  for  quality,  timeliness 
and  accuracy.  Ranging  from  domestic  lock  box  to  a 
multilateral  clearing  system,  cash  management  at 
Manufacturers  Hanover  is  fully  integrated  to  service  the 
needs  of  corporations  worldwide. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards  —  anywhere  in  the  world. 

MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 

Member  FDIC 


Special  Report 
Spotlight  on  International  Business 


New  targets  and 
familiar  faces 


This  year's  roundup  of  the  100  largest 
foreign  investors  in  the  U.S.  has  a  new 
leader,  Anglo  American  Corp.  of  South 
Africa.  It  beat  out  Royal  Dutch/Shell  by 
controlling  about  $19.2  billion  in  sales 
primarily  through  its  stake  in  booming 


Engelhard  Minerals  &  Chemicals.  Also 
new  to  the  top  100  list  are  12  banking  and 
finance  and  insurance  companies,  the 
largest  being  Hongkong  &  Shanghai 
Banking  Corp.,  which  owns  41%  of  $1.4 
billion  (revenues)  Marine  Midland  Banks. 


Another  newcomer  is  18th-ranked  Vo 
wagenwerk  of  West  Germany,  which 
year  manufactured  some  $1.1  bill 
worth  of  cars  in  the  U.S. 

Among  the  most  popular  acquisit 
targets  of  foreign  buyers  in  1979  w 
companies  in  food-related  busines 
Delhaize-Lc  Lion  of  Belgium,  which 
ready  controls  supermarketer  Food  To 
Stores,  bought  another  chain,  $436  r 
lion  Alterman  Foods.  The  Netherlar 
Ahold  acquired  a  retailer  as  well,  $ 
million  Bi-Lo.  But  it  was  corporati 
from  the  U.K.  that  led  the  way.  Dahj 
and  Northern  Foods  bought  distributi 
processing  and  meatpacking  conce 
whose  total  volume  was  around  $1 .5 
lion.  Imperial  Group  now  owns  the  $ 
million  Howard  Johnson  restaurant  chj 
Conglomerate  Grand  Metropolitan  L 
which  is  into  everything  from  hotel 
dairy  products,  recently  acquired  the  ni 
ly  $1  billion  Liggett  Group, 
whose  interests  range  from 
liquor  to  pet  food. 


The  100  largest  foreign  investments  in  the  U.S. 


% 

Revenues 

Net  income 

Foreign  investor 

Country 

U.S.  company 

owned 

Industries 

(millions) 

(millions) 

(million 

1.  Anglo  American 

So  Africa 

Engelhard  Mm  &  Chem1 

293 

industrial  materials 

$18,080 

$  349.7 

$  5,800 

Corp  of  So  Africa  Ltd 

Inspiration  Consol  Copper 

503 

copper 

137 

7.4 

163 

Terra  Chemicals  Intl1 

513 

fertilizer 

254 

2.7 

138 

AMCON  Group 

1003 

mining  exploration, 
steel,  scrap 

463 

-5.3 

283 

ARC  America  Corp 

100-' 

construction  materials 

186 

NA 

106 

SKYTOP  Brewster  Rig 

1003 

oil  rig  mfg 

602 

-3.02 

73^ 

King  Oil  Tools 

1003 

oilfield  equip 

52 

1.22 

5: 

Mechanical  Seal  &  Serv 

1003 

oilfield  equip 

32 

19,188 

0.52 

V 

2.  Royal  Dutch 

Netherlands 

Shell  Oil1 

69 

oil 

14,431 

1,126.0 

16,127 

Shell  Group1 

UK 

Scallop  Holding 

100 

oil,  coal 

2,028 
16,459 

NA 

239 

3.  British  Petroleum  Ltd1 

UK 

Standard  Oil  Ohio 

53 

energy 

7,916 

1,186.1 

9,209 

4.  Tengelmann  Group 

Germany 

Great  A&PTea1 

47 

supermarkets 

6,684 

-3.8 

1,230 

5.  Friedrich  Flick  Group 

Germany 

WR  Grace1 

27 

chemicals,  consumer 
products 

5,267 

222.6 

3,729 

US  Filter1 

35 

pollution  control,  chem  612 

22.5 

820 

5,879 

6.  B.A.T  Industries  Ltd1 

UK 

BATUS 

100 

paper,  retailing,  tobacco \      .  jqqi 

NA 

NA 

Germaine  Monteil 

NA 

cosmetics 

7.  Ge'ne'rale  Occiden- 

France 

Grand  Union 

1003 

supermarkets 

3,100 

30.7 

707 

tale  SA 

I  Weingarten 

1003 

supermarkets 

566 
3,666 

1.4 

105 

8.  Beneficiaries  of 

Netherlands 

North  American  Philips' 

623 

electronics 

2,409 

81.7 

1,290 

US  Philips  Trust, 

9.  Nestle  SA 

Switzerland 

Nestle  Co 

Libby,  McNeill  &  Libby 

100 
100 

food 
food 

MOO2 

NA 

NA 

Stouffer  Corp 

100 

food,  restaurants 

y  L0002 

NA 

NA 

Alcon  Laboratories 

100 

pharmaceuticals 

Beech-Nut  Corp 

100 

baby  foods  •* 

2,400 

10.  Unilever  NV1 

Netherlands 

Lever  Brothers 

100 

consumer  goods 

952 

-6.8 

412 

Thomas  I  Lipton 

100 

food 

698 

38.5 

407 

Natl  Starch  &  Chemical 

100 

chemicals,  starch 

475 
2,125 

32.0 

342 

'Publicly  traded  in  U.S.  ^Estimate.  'Indirect  ownership 
credit  for  full  year.    NA:  Not  available. 


4Under  formation     includes  results  of  Tappan  for  full  year    '1978  sales.    7Nine  months.    "Includes  results  of  America 
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The  100  largest  foreign  investments  in  the  U.S. 

% 

Revenues 

Net  income 

Assets 

n  investor 

Country 

U.S.  company 

owned 

Industries 

(millions) 

(millions) 

(millions) 

lyer  AG ' 

Germany 

Mobay  Chemical 

100 

chemicals 

$  955 

$58.0 

$  917 

Miles  Laboratories 

100 

health  care 

595 

2.0 

561 

Cutter  Laboratories 

100 

health  care 

304 
1,854 

6.0 

321 

:hlumberger  NV 

Netherlands 

Schlumberger  Technology 

100 

oilfield  services 

1,1 102 

NA  1 

1,3802 

Antilles 

Fairchild  Camera 

100 

semiconductor 

6702 
1,7802 

NA  J 

.■chiney  Ugine 

France 

Pechmey  Ugine 

100 

aluminum,  trading, 

1,769 

96.4 

772 

■Cuhlmann 

Kuhlmann  Corp 

engine  parts 

anadian  Pacific  Ltd 

Canada 

Soo.Line  Railroad1 

56 

railroad 

299 

27.6 

448 

Canadian  Pacific  Enter- 

100 

steel  products 

1,315 

NA 

NA 

prises  (US  Operations! 

1,614 

iperial  Chemical 

UK 

ICI  Americas 

100 

chemicals 

708 

NA 

NA 

ndustrics  Ltd1 

Fiber  Industries 

38 

man-made  fibers 

881 
1,589 

NA 

506 

^trofina  SA 

Belgium 

American  Petrofina  Inc1 

69 

petroleum 

1,587 

83.2 

1,080 

co  Ltd1 

Canada 

Inco  ElectroEnergy 

100 

batteries,  elec  motors 

842 

NA 

659 

International  Nickel 

100 

primary  metals 

386 

NA 

82 

Huntington  Alloys 

100 

metal  products 

267 

NA 

406 

Other  Companies 

100 

various 

38 
1,533 

NA 

50 

Dlkswagenwerk  AG 

1  Germany 

Volkswagen  of  America 

100 

auto,  auto  parts,  real 
estate 

1,1002 

NA 

1,0002 

Triumph-Adler 

1003 

business  machines, 
information  systems 

4202 
1,5202 

13.02 

NA 

lyssen  AG1 

Germany 

Budd 

100 

automotive  parts 

1,519 

NA 

NA 

\SF  AG1 

Germany 

BASF  Wyandotte 

100 

chemicals 

1,103 

9.7 

801 

Badische  Corp 

100 

chemicals 

398 
1,501 

15.5 

283 

eorge  Weston  Ltd 

Canada 

National  Tea 
Applebaum's  Food  Mkts 

843 
1003 

supermarkets 
supermarkets 

[  1,046 

8.0 

251 

Peter  J  Schmitt 

1003 

wholesale  food 

317 

NA 

NA 

Interbake  Foods 

1003 

biscuits 

NA 

NA 

NA 

Stroehmann  Brothers 

1003 

bakery 

119 
1,482 

NA 

NA 

ongkong  &  Shanghai  Hong  Kong 

Marine  Midland  Banks' 

41 

banking 

1,412 

39.8 

15,728 

banking  Corp' 

agram  Co  Ltd1 

Canada 

Joseph  E  Seagram  &.  Sons 

100 

liquors,  wines, 
oil,  gas 

1,375 

118.0 

1,934 

iba-Geigy  Ltd 

Switzerland 

Ciba-Geigy 

100 

chemicals,  drugs, 
consumer  goods 

1,3002 

NA 

1,2002 

usuisse 

Switzerland 

Consolidated  Aluminum 

60 

aluminum 

825 

4.1 

515 

Maremont  Corp 

100 

automotive  parts 

4002 
1,2252 

NA 

NA 

algety  Ltd 

UK 

Dalgety  Foods 
Martm-Brower  Co 

100 
100 

food  processing 
food  distribution 

Pig  Improvement  Co 

100 

Die  breeding 

1,2002 

NA 

2002 

Modern  Maid  Food 

100 

food  processing  , 

)echst  AG1 

Germany 

American  Hoechst 

100 

chemicals 

1,174 

30.0 

1,061 

can  Aluminium  Ltd'Canada 

Alcan  Aluminum  Corp 

100 

aluminum 

1,135 

48.0 

475 

anson  Trust  Ltd' 

UK 

Hygrade  Food  Products 

100 

meat  processing 

582 

10.8 

NA 

Carisbrook  Industries 

100 

specialty  textiles 

154 

10.4 

NA 

American  Farm  Products 

100 

fishing,  agric  prod 

54 

12.3 

NA 

Interstate  United 

100 

food  service  mgmt 

332 

11.0 

NA 

1,122 

enstar' 

Canada 

Fhntkote 

100 

building  materials 

869 

45.3 

607 

Find  Services  (7  cos) 

100 

financial  services 

262 

13.72 

1622 

Hsg  &  Land  Dev  (10  cos) 

100 

housing  &  land  dev 

2102 

10.02 

3402 

1,105 

anada  Development 

Canada 

Texasgulf 1 

34 

mining,  chemicals 

789 

136.9 

1,648 

lorp 

Polysar 

100 

resins,  latex 

285 
1,074 

NA 

NA 

>yal  Ins  Co  Ltd 

UK 

Royal  Group 

100 

insurance 

1,022 

52.3 

1,861 

Iczo  NV 

Netherlands 

A k zona1 

66 

chemicals,  fibers 

1,012 

25.6 

818 

oorc  Corp  Ltd' 

Canada 

Moore  Business  Forms 
FN  Burt 

100 
100 

business  forms 
packaging 

}  982 

NA 

NA 

dy  traded  in  U.S.    2Estimatc.    'Indirect  ownership     -"Under  formation. 

^Includt 

s  results  of  Tappan  for  full 

year.    "1 978  sal 

;s.    7Nine  months. 

les  results  of  American  credit  for  full  year 

NA:  Not  available. 
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to 

Revenues 

Net  income 

Asset 

Foreign  investor 

Country 

U.S.  company 

owned 

Industries 

(millions) 

(millions) 

(milliot 

35.  Hugo  Mann 

Germany 

Fed-Mart1 

88 

department  stores 

$975 

$-11.1 

$321 

36.  Grand  Metropolitan' 

UK 

Liggett  Group 

89 

tobacco,  liquor 

946 

53.9 

75C 

37.  Rhone-Poulenc  SA 

France 

Morton-Norwich  Products 

'  21 

salt,  food,  chemicals 

732 

46.1 

58; 

Rhone-Poulenc  Inc 

100 

chemicals,  photo- 

184 

NA 

13S 

typesetting 

916 

37.  Saint-Gobain-Pont-a- 

France 

CertainTeed1 

55 

building  supplies 

916 

22.2 

72C 

Mousson' 

39.  BOC  International1 

UK 

Airco 

100 

industrial  gases 

911 

67.6 

87b 

40.  Masscy-Ferguson  Ltd1 

Canada 

Massey-Ferguson  Inc 

100 

machinery 

901 

NA 

701 

41.  Cic  Franchise  des 

France 

Total  Petroleum 

1003 

oil 

888 

21.0 

43.: 

Pe'troles 

42.  Mitsui  &  Co  Ltd1 

Japan 

Alumax 

45 

aluminum 

873 

97.0 

894 

43.  Delhaize-Lc  Lion  SA 

Belgium 

Food  Town  Stores' 

52 

supermarkets 

416 

13.2 

80 

Alterman  Foods 

100 

supermarkets 

436 

4.2 

8< 

852 

44.  F  Hoffmann-La  Roche 

Switzerland 

Hoffman-La  Roche  Inc 

100 

chemicals 

8502 

NA 

NA 

45.  Bowater  Corp  Ltd1 

UK 

Bowater  North  America 

100 

pulp  &.  paper 

813 

NA 

W 

46.  Telefonaktiebolaget 

Sweden 

Anaconda-Ericsson4 

50 

telecommunication  equip 

8002 

NA 

NA 

LM  Ericsson 

47.  Bell  Canada1 

Canada 

Intersil1 

22 

semiconductors 

139 

10.3 

m 

Northern  Telecom  Sys  1 

1003 

telecommunications 

640 

NA 

NA 

The  100  largest  foreign  investments  in  the  U.S. 
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48.  Matsushita  Electric 

Japan 

Matsushita  Electric 

100 

electric,  electronics 

7502 

NA 

NA 

Industrial  Co  Ltd1 

Corp  of  America 

48.  Sony  Corp1 

Japan 

Sony  Corp  of  America 

100 

consumer  electronics 

7502 

NA 

50C 

50.  Siemens  AG1 

Germany 

Siemens  Corp 

100 

medical  equip,  electronics, 

5202 

NA 

NA 

cable,  semiconductors 

Advanced  Micro  Devices' 

20 

semiconductors 

226 

23.3 

16: 

746 

5 1  .Thyssen-BornemiszaNVNetherlands 

Indian  Head 

100 

diversified  mfr 

7202 

NA 

NA 

52.  Davy  Corp  Ltd 

UK 

Davy  Inc 

100 

hvy  constr  &  engineering 

700 

NA 

22C 

53.  Fiat  SpA1 

Italy 

Fiat-Allis 

80 

construction  equip 

410 

-37.8 

258 

Bentley  Laboratories' 

39 

medical  devices 

42 

3.3 

3' 

Hesston' 

50 

agricultural  equip 

229 
681 

5.9 

iS* 

54.  AB  Electrolux 

Sweden 

Dometic  Inc 

100 

appliances 

675V 

12.6 

41 

55.  Husky  Oil  Ltd1 


56.  General  Accident 
Fire  &  Life  Ltd 


57.  Thomas  Tilling  Ltd 

58.  6  European  Banks 

59.  Babcock  Intl  Ltd' 


Canada  Husky  Oil  Co 

Gate  City  Steel 
Husky  Industries 
Scotland  General  Accident  Fire 

&  Life 
Potomac  Insurance 
Penn  General  Insur- 
ance 

Camden  Fire  Insur- 
ance 


100 
100 

90 


100 


petroleum 

steel 

charcoal 


insurance 


667 


653 


18.4 


85.0 


1,408 


UK 

Thomas  Tilling 

100 

energy,  medical  supplies, 
electrical  prod,  other 

651 

29.0 

422 

6  countries 

European  Amer  Bancorp 

100 

banking 

628 

21.0 

7,760 

UK 

Babcock  International  Inc 

100 

diversified  mfr,  engi- 
neered products 

615 

46.0 

5li 

Germany 

Envirotech1 

26 

pollution  control 

557 

6.8 

351 

Netherlands 

Beckley  Coal  Mining 

25 

coal 

51 

608 

9.3 

58 

Switzerland 

Sandoz  US 

100 

food,  drugs, 

seeds,  chemicals 

588 

6.7 

488 

UK 

Beecham  Inc 

100 

drugs,  consumer  prod 

580 

NA 

500 

UK 

Howard  Johnson 

100 

restaurants 

578 

34.3 

480 

Japan 

Bank  of  Tokyo  Trust 

100 

banking 

264 

13.7 

3,36', 

California  First  Bank' 

74 

banking 

311 

575 

20.2 

3,265 

60.  Hoesch  AG 
Hoogovens 

61.  Sandoz  Ltd 

62.  Beecham  Group  Ltd' 

63.  Imperial  Group  Ltd' 

64.  Bank  of  Tokyo  Ltd1 


'Publicly  traded  in  U.S  2Estimate.  indirect  ownership.  4Undcr  formation. 
"Includes  results  of  American  credit  for  full  year.    NA:  Not  available 


'Includes  results  of  Tappan  for  full  year.    61978  sales.    'Nine  months. 
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The  100  largest  foreign  investments  in  the  U.S. 


/o 

Revenues 

Net  income 

Assets 

-n  invoctnr 
11  HlVCSlUl 

1    nun i n 

U.N.  company 

owned 

Industries 

(millions) 

(millions) 

(millions) 

oriiicrii  ruuua  nu 

DiueDiru 

i  nn 

1 UU 

meatpacker 

3>y.  1 

t  07 

raco  Ltd 

Canada 

Laclede  Steel' 

20 

steel 

235 

-0.1 

139 

Atlantic  Steel 

100 

steel  "\ 

Natl  Wire  Products 

60 

steel  \_ 

335 

NA 

NA 

JN  Y  Wire  Mills 

100 

steel 

XT'                         T            1                 .     T  J 

Niagara  Lockport  Inds 

100 

steel,  machinery  belts^ 

570 

"andard  C-nartcred 

T  IV 
UK 

Union  Bank 

1UU 

banking 

DO/ 

Q  A  1 
DH.  1 

6,d6o 

Sank  Group 

oranda  Mines  Ltd 

* — •  CLl  laUa 

Wor^inriii  A 1  urn  inn  m 

1 'Ui  all  via  ;  ilUllllllUlli 

100 

aliiminnm  1 

.ULlllllliUlll 

Norandex 

100 

aluminum  fabricating  L 

558 

28.2 

451 

Norandal 

100 

aluminum  fabricating 

Fraser  Paper 

65 

1 

paper  mfr  -J 

gache-Willot  Group 

France 

Korvettes 

100 

retailing 

550 

NA 

NA 

nolo  IN  V 1 

Netherlands 

Bl-Lo 

100 

food  retailing 

547 

6.1 

97 

anz  Haniel  &.  Cie 

Germany 

Scrivner 

1  MM 

1UU 

wholesale/retail  foods, 

547 

6.4 

76 

dept  stores 

,                                T  J 

nited  Biscuits  Ltd 

UK 

LI 

Keebier 

i  nn 
1UU 

baked  goods 

487 

NA 

NA 

Specialty  Brands 

on 

spices,  seasonings 

24 
511 

NA 

NA 

in  Tintn-7inr  T  tn ' 

l\J     1  111  L V  '    Z_  l  i  IL  LIU 

UK 

IIS  Rnrsx  &  Chemiral 

\J<J  Uv./l  aA  (JX.  v,  1  1 L  1  1  !  i  L  ..  1  I 

100 

eni'm  1  co  1  c 

OiJ 

MA 
IN  r\ 

MA 

l  N  r\ 

Indal 

1003 

building  products 

184 

7.72 

120 

509 

lsen,  Lehmkuhl 

Norway 

Timex 

100 

watches 

5002 

0.22 

NA 

:amilies 

netal 

France 

Copperweld1 

66 

steel,  copper  fabrication 

493 

23.1 

313 

ationale-Nether- 

Netherlands 

Lite  Insurance  Co  of 

luu 

insurance 

T  z'  O 

268 

29. 1 

1,018 

anden  IN  V 

Georgia 

Peerless  Insurance 

O  1 

81 

insurance 

i  no 
1U8 

o  o 

8.8 

1  /"  A 

164 

Security  Life  Insurance 

89 

insurance 

58 

6.3 

229 

Midwest  United  Life 

86 

insurance 

LI 

*5  O 

3.8 

209 

Wisconsin  National  Life 

IUU 

insurance 

Zy 

1  7 

6.1 

1  1  7 

12/ 

a  on 
4yU 

acMillan  Bloedel 

Canada 

MacMillan  Bloedel  Inc 

i  nn 
IUU 

forest  products 

A  If 

4/6 

NT  A 

IN  A 

NA 

-td1 

Atlantic  Forest  Products 

100 

forest  products 

NA 

NA 

NA 

476 

eneral  Electric  Ltd1 

UK 

AB  Dick 

100 

office  equipment 

3616 

NA 

NA 

Alco  Power 

100 

diesel  engines 

1002 

NA 

NA 

461 2 

illy  Korf 

Germany  -i 

It  nrr  In  Hi  ictri  f*c 
i\Ul  1  1 1  1  '.1  U  >  Li  It  3 

70^ 

cfpp     1"fir,nTir\l  1 1 

iovt  of  Kuwait 

Kuwait  J 

30/ 

457 

24.5 

374 

ational  Westminster 

UK 

Natl  Bank  of  N  Amer 

100 

banking 

438 

17.0 

4,849 

Sank  Ltd 

f  Aquitaine  Group 

France 

Elf  Aquitaine  Inc 

100 

chemicals,  oil,  gas 

2/U 

NT  A 

NA 

^  on 
23  U 

Rilsan 

heavy  chem,  engineering, 

on 
8U 

NT  A 
IN  A 

cn 
dU 

plastics 

Al-Aquitaine 

7C3 

ID 

oil,  gas,  coal 

/in 
4U 

NT  A 
In  A 

i  sn 
1  ju 

Sanoti 

100 

drugs,  animal  health 

1f\ 
6U 

NT  A 
IN  A 

NT  A 
IN  A 

/nn 
4ZU 

lasco  Ltd 

Canada 

Hardee  s  Food  Systems1 

47 

restaurants 

j56 

i  i  n 
ll.U 

191 

Tinder  Box  Intl 

l  nn 

specialty  stores 

4U 

M  A 
IN  A 

M  A 
In  A 

Shoppers  Drug  Mart 

i  nm 
IUU 

specialty  stores 

l  7 
1  / 

M  A 

NT  A 
In  A 

A  1  3 
4io 

nanciere  Cre'dit 

Switzerland 

First  Boston 

1A 

Z4 

investment  banking 

a  i  n 

41U 

1  7  0 

1  /  -Z 

A  HO  1 

4,oy  i 

Suisse-First  Boston 

rade  Development 

Luxembourg 

Republic  INY  Corp' 

OD 

banking 

/i  n  l 
4U1 

ol.o 

a  a  no 

?ank  Holding 

llianz  Versicherungs  Germany 

Allianz  of  America  Inc 

52 

insurance 

TOO 

Zyy 

NT  A 

NA 

NT  A 
IN  A 

\G 

Munirb  Amprir^n 

UlUJlll-  11       :      V   1    i    .  V.      M   L    .   1   1  1 

45 

life  insurance 

12 

0.6 

32 

Reassurance 

Munich  American 

45 

property  &  casualty 

87 

2.8 

223 

Reinsurance 

398 

Air  Liquide1 

France 

Liquid  Air  Corp  of  NA1 

79 

industrial  gases 

369 

24.7 

417 

B  SKF 

Sweden 

SKF  Industries 

96 

ball  &  roller  bearings 

3662 

HO2 

2532 

cly  traded  in  U.S.  Estimate.  'Indirect  ownership.  4Under  formation, 
des  results  of  American  credit  for  full  year.    NA:  Not  available. 


includes  results  of  Tappan  for  full  year.    ''1978  sales.    7Nine  months 
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Drilling  in  the  Gulf  of  Mexico  off  the 
coast  of  Texas,  this  is  one  of  the  36 
rigs  the  Company  operates  onshore 
and  offshore  in  the  U.S.  and  offshore 
overseas.  Two  new  land  rigs  and  a 
deepwater  jack-up  will  be  placed  in 
service  later  this  year. 


I  1 

H\          i  1 

years  the  Company  invested  $1.38 
on — more  than  2.5  times  net  in- 
te — in  energy  projects— natural 
transmission,  exploration  and  , 
duction,  contract  drilling  and  coal 
ing.  And  during  1980,  Panhandle 
tern's  capital  outlay  is  budgeted  at 
)  Million. 

These  investments  are  providing 
roved  financial  and  operating 
ilts,  benefiting  our  customers  and 
?stors.  Net  income  increased  by  24 
rent  in  1979  and  advanced  16  percent 
le  first  quarter  of  1980,  primarily 
he  strong  performance  of  oil  and 
production — the  fastest  growing 
nent  of  Panhandle  Eastern.  Pipe- 
gas  reserves  have  greatly  im- 
ved,  and  the  Company  is  now  able 
itisfy  r.he  full  requirements  of  its 


utility  and  municipal  customers, 
which  serve  ten  percent  of  the  U.S. 
population. 

Dexter  Ferguson  and  the  7,000 
other  men  and  women  at  Panhandle 
Eastern  are  making  good  things  hap- 
pen for  the  Company  and  America's 
energy  future.  Write  P.O.  Box  1642, 
Houston,  Texas  77001  for  the  complete 
profile  of  Panhandle  Eastern . 


Panhandle 

Eastern  PIPE  LINE  COMPANY 

NYSE  Stock  Symbol  -  PEL  ♦  Newspaper  Listing  -  PanEP 

TRUNKLINE  GAS  COMPANY/ANADARKO  PRODUCTION 
COMPANY/  DIXILYN-FIELD  DRILLING  COMPANY/ 
TRUNKLINE  LNG  CO./ NATIONAL  HELIUM  CORPORATION/ 
CENTURY  REFINING  COMPANY/  AURORA  INDUSTRIES,  INC./ 
Y&OCOALCOMPANY. 


The  100  largest  foreign  investments  in  the  U.S 


/o 

Revenues 

Net  income 

Asset 

Foreign  investor 

Country 

U.S.  company 

owned 

Industries 

(millions) 

(millions) 

(millioi 

88.  Hawker  Siddeley 

UK 

Onan 

37 

engines,  generators 

$209 

$9.0 

$141 

Group  Ltd1 

Lister  Diesels 

100 

eng'ines 

15 

NA 

11 

KW  Battery 

1001 

batteries 

14 

0.4 

Corinth  Machinery 

1001 

sawmill  equipment 

12 

0.2 

( 

FASCO 

100 

electrical  equipment 

1 13 

363 

8.6 

51 

89.  Henkel  KGaA 

Germany 

Henkel  Corp 

100 

specialty  chemicals 

3502 

NA 

Nfi 

yu.  soivay     Lie  bJ\ 

Belgium 

Soltex  Polymer 

1UU 

chemicals 

ZUU 

NA 

Salisbury  Laboratories 

100 

animal  health 

752 

NA 

NJ 

Hedwin 

100 

plasties  processing 

302 

NA 

N& 

Interox  America 

50 

peroxygen  chemicals 

202 

NA 

NA 

Kali  Pharma 

100 

drugs 

202 
3452 

NA 

N/ 

91.  COPERSUCAR 

Brazil 

Hills  Bros  Coffee 

100 

coffee 

3302 

NA 

NA 

92.  BBC  Brown,  Boven  & 

Switzerland 

BBC  Brown,  Boveri  Co 

100 

mechanical  &  electric 

3252 

NA 

NA 

Lie 

power  equipment 

93.  Dunlop  Holdings  Ltd1 

UK 

Dunlop  Tire  ck  Rubber 

100 

tires,  sports  equip 

3222 

NA 

N^ 

94.  Fujitsu  Ltd' 

Japan 

Amdahl1 

27 

computers 

300 

17.1 

28d 

94.  IFI  International  SA 

Luxembourg 

Moog  Automotive 

100 

automotive  parts 

1 

Chicago  Rawhide 

100 

automotive  parts 

f  3002 

NA 

NA 

River  Cement 

40 

cement 

94.  Portland  ZementwerkeGermany 

Lehigh  Portland  Cement 

100 

cement,  furniture 

1502 

NA 

NA 

Heidelberg  AG 

Universal  Atlas  Cement 

100 

cement 

1502 
3002 

NA 

NA 

97.  Empain-Schneider 

France 

Ag-Met ' 

reclamation  metals 

1  77 

1  7/ 

Phoenix  Steel1 

56 

steel 

161 

295 

2.0 

138 

98.  DSM 

Netherlands 

Nipro 

100 

chemicals,  fertilizers 

2752 

NA 

NA 

99.  Canadian  Natl  Rwys 

Canada 

Grand  Trunk  Corp 

100 

railroad 

267 

16.2 

4ii 

100.  AGO  Holding  NV 

Netherlands 

Life  Investors1 

27 

insurance 

265 

16.1 

65] 

And  the  25  runners  up 


% 

Revenues 

Net  income 

Asset 

Foreign  investor 

Country 

U.S.  company 

owned 

Industries 

(millions) 

(millions) 

(millioi 

101.  Ghaith  Pharaon 

Saudi  Arabia 

Sam  P  Wallace1 

653 

construction 

$257 

$  2.0 

$  81 

102.  Robert  Bosch  GmbH 

Germany 

Robert  Bosch 

100 

electronics 

250 

NA 

241 

102.  Cadbury  Schweppes 

UK 

Cadbury  Schweppes  USA 

100 

confectionary,  food, 

250 

12.0 

Nfi 

Ltd1 

beverages 

102.  Gardinier  Family 

France 

Gardinier  Big  River 

100 

agricultural  chemicals 

2502 

NA 

NA 

105.  Lloyds  Bank  Group 

UK 

Lloyds  Bank  Calif 

100 

banking 

241 

15.0 

2,472 

106.  Wellcome  Fdtn  Ltd 

UK 

Burroughs  Wellcome 

100 

drugs 

2382 

NA 

NA 

107.  Reed  Intl  Ltd1 

UK 

Reed  Holdings 

100 

paper,  publishing 

231 

NA 

1 2C 

108.  IngC  Olivetti  &  C  SpA  Italy 

Olivetti  Corp 

100 

office  equipment 

228 

-9.5 

17: 

109.  Cominco  Ltd1 

Canada 

Cominco  American  Inc 

100 

fertilizers,  lead 

210 

25.0 

133 

Hawaiian  Western  Steel 

51 

steel 

16 

1.0 

( 

110.  Oerlikon-Buhrle 

Switzerland 

Motch  &  Merryweather 

100 

machine  tools 

226 
1502 

NA 

Nfi 

Holdings  AG 

Contraves  Goerz  Corp 

100 

electronics  &  optical 

452 

NA 

NA 

equipment 

Balzers 

100 

vacuum  equipment 

122 

NA 

NA 

207 

111.  Molson  Cos  Ltd  Canada 

Diversey 

100 

chemicals 

206 

NA 

N^ 

112.  Holderbank  Finaneiere  Switzerland 

Dundee  Cement 

67 

cement 

1752 

NA 

1 75 

Glarus 

Independent  Cement 

1001 

cement 

302 

NA 

NA 

113.  BrenninkmeyerFamily  Netherlands 

Ohrbach's  "| 

2052 

Maurices 

1003 

apparel  specialty  stores 

2002 

NA 

NA 

The  Lodge 

113.  Coats  Patons  Ltd1  UK 

Coats  &  Clark  Inc 

100 

textiles 

2002 

NA 

13; 

113.  Reckitt  &  Colman  Ltd  UK 

Reckitt  &  Colman  (NA) 

100 

food 

2002 

NA 

NA 

113.  Thorn  EMI  Ltd1  UK 

Capitol  Ind-EMI 

100 

records 

2002 

NA 

NA 

117.  The  Plessey  Co  Ltd1  UK 

Plessey  North  America 

100 

electronics,  metals 

199 

6.0 

138 

118.  Thomson  Newspapers  Canada 

Thomson  Newspapers  Inc 

100 

newspapers 

198 

38.0 

288 

Ltd 

'Publicly  traded  in  U.S.  2Estimate.  'Indirect  ownership.  4Undcr  formation.  5Includes  results  of  Tappan  for  full  year.  61978  sales.  7Nine  months 
"Includes  results  of  American  credit  for  full  year.    NA:  Not  available. 


Report  from  Number  One  Wall  Street 


Taking  the  anxiety  out  of 
foreign  exchange  transactions. 

Irving  Trust  can  help  you  manage  foreign  exchange  better. 

Perhaps  not  with  absolute  serenity,  but  certainly  with  more  peace  of  mind. 

Because  of  our  active  presence  in  major  worldwide  money  centers,  we  can 
respond  quickly  to  fast-changing  markets.  Every  day  from  New  York,  for 
example,  Tom  Barman,  Customer  Service  Manager,  delivers  the  expertise 
of  seasoned  traders  and  advisors. 

Together,  these  professionals  can  give  you  the  immediate  attention  needed 
to  deal  with  volatile  markets.  And  you  can  be  sure  of  superior  trade  execu- 
tions and  market  analyses. 

At  our  trading  desks  you'll  get  prompt  pricing  for  all  major  currencies  in 
spot,  forward,  swap,  and  odd-date  markets.  With  $  1  billion  traded  daily, 
you  know  we're  fierce  competitors  in  pricing. 

Our  tactical  experts  can  help  you  uncover  hedging  opportunities;  brief 
you  on  "leads  and  lags";  advise  you  on  rate  structures;  furnish  the  data 
you  need  for  sound  decisions. 


Additional  information  is  provided  by  Anne  Parker  Mills,  international 
economist.  She  keeps  close  track  of  the  factors  that  affect  world  currencies: 
economic,  financial,  and  political.  These  are  covered  in  our  weekly  news- 
letter, Foreign  Exchange  Market  Trends. 

To  put  Irving  Trust  to  work  for  you,  call  our  Foreign  Exchange  Department 
at  2 12/487-3 180.  Or  write  for  our  most  recent  Foreign  Exchange  Market 
Trends  to  Irving  Trust  Company,  One  Wall  Street,  New  York,  N.Y.  10015. 


Irving  Trust 

Unique.  Worldwide. 


We  did  it  our  way. 

On  four  separate  counts  the  competition's  disbelief  in  Airbus 
Industrie  and  its  products  has  been  proved  wrong. 

Of  the  A300  they  said,  "It  will  never  fly."  When  it  did,  they  said, 
"It  will  never  be  certificated!'  When  it  was,  they  asked,  "Who  will  ever 
buy  it?"  When  we  won  initial  orders,  they  insinuated,  "They'll  never 
support  it  in  service!' 

But  of  course  we  do,  with  an  average  of  98.3%*  despatch 
reliability. 

What's  more,  over  30  airlines  have  so  far  chosen  to  do  it  our  way  - 
and  now  the  competition  s  asking  if  we'll  be  able  to  produce  enough 
to  meet  the  demand. 

Compliments  like  that  are  hard  to  come  by.  Little  wonder  that  the 
A300  and  A310  are  the  number  one  twin-aisle  twins. 


[dpi 


•Fourth  quarter  of1979  BasedonCAB  criteria 


Airbus  Industrie 
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And  the  25  runners  up 


0/ 

to 

Revenues 

Net  income 

Assets 

m  investor 

Country 

U.S.  company 

owned 

Industries 

(millions) 

(millions) 

(millions) 

chering  AG 

Germany 

Sherex  Chemical 

100 

1  n  ( 1 1 1  st  ti  ;i  1  rncmir^k 

$121 

NA 

Nepera  Chemical 

100 

basic  chemicals 

35 

NA 

33 

Nor-Am  Agnc  Products 

100 

agro-chemicals 

20 

NA 

18 

Knoll  Pharmaceutical 

50 

pharmaceuticals 

12 

NA 

11 

Berlex  Laboratories 

100 

pharmaceuticals 

5 

193 

NA 

93 

ihnson,  Matthey  & 

UK 

Johnson  Matthey  Inc 

100 

precious  metals 

170 

NA 

50 

Co  Ltd 

Meyercord  Co 

100 

decals 

20 
190 

NA 

13 

ociete  Bic 1 

France 

BIC  Pen 1 

57 

179 

$8.8 

122 

TR  Ltd 

UK 

SW  Industries 

100 

industrial  mfg 

178 

15.0 

130 

arclays  Bank 

UK 

Barclays  American 

100 

consumer  finance 

1 752,8 

9.1 

908 

Barclays  Bank  NY 

100 

banking 

NA 

NA 

598 

Barclays  Bank  Calif 

100 

banking 

NA 
175 

NA 

694 

ootal  Ltd 

UK 

American  Thread 

100 

thread 

115 

2.3 

82 

Ups  'N  Downs 

100 

retail  clothing 

58- 
173 

0.7 

30 

aimppon  Ink  & 

Japan 

Polychrome  ■ 

100 

printing  materials 

140 

5.6 

110 

Chemicals  Inc' 

Khol  &  Madden  Printing 

100 

printing  ink 

24 

-0.6 

10 

Ink 

DYNARIC 

100 

box  strapping 

5 

169 

-0.1 

2 

cly  traded  in  U.S.  -Estimate.  'Indirect  ownership  -"Under  formation,  includes  results  of  Tappan  for  full  year.  h1978  sales.  'Nine  months 
des  results  of  American  credit  for  lull  year.    NA:  Not  available. 


Special  Report 
Spotlight  on 
^national  Business 

The  100 
rgest  foreign 
companies 


The  table  below  is  Forbes'  first  effort  to 
rank  the  100  largest  foreign  companies. 
Unlike  other  lists,  and  consistent  with 
its  approach  in  the  Forbes  500  rankings, 
Forbes  has  ranked  all  the  major  overseas 
corporations  according  to  their  revenues 
in  a  single  table — not  only  industrial 
companies  but  also  foreign  giants  whose 
interests  range  from  banking  and  utili- 
ties to  trading.  A  few  highlights: 

•Last  year,  the  top  100  had  total  sales 
of  $1,186  billion. 

•  They  employed  more  than  10.3  mil- 
lion persons. 


•  More  than  three-fourths  of  the  top 
100  are  domiciled  in  just  4  countries: 
West  Germany,  France,  Japan  and  the 
U.K.  The  rest  are  divided  among  another 
12  countries. 

Three  of  the  first  ten,  led  by  top- 
ranked  Royal  Dutch/Shell,  are  energy 
companies  whose  total  sales  in  1979 
were  $123  billion.  But  they  were  far  out- 
stripped by  the  six  biggest  trading  enter- 
prises, all  of  them  Japanese.  During  the 
same  period  the  Japanese  traders,  headed 
by  Mitsubishi  Corp.,  had  combined  sales 
of  $202  billion. 


The  100  largest  foreign  companies 


Market 


Fiscal 

Net 

value  of 

year 

Revenue* 

income 

Assets 

common! 

Corporate 

Employees 

>any 

end 

(millions) 

(millions) 

(millions) 

(millions) 

headquarters 

Industry 

(thousands) 

fal  Dutch/Shell  Group 

Dec 

$59,405 

$6,473 

$59,717 

$18,503' 

UK/Netherlands 

energy 

163.0 

subishi  Corp 

Mar 

46,049 

118 

18,824 

3,123 

Tokyo,  Japan 

wholesaler 

13.0 

sui  &  Co,  Ltd 

Mar 

39,433 

12 

20,964 

1,332 

Tokyo,  Japan 

wholesaler 

13.6 

ish  Petroleum  Ltd 

Dec 

38,706 

3,439 

34,779 

11,897 

London,  UK 

energy 

113.2 

:oh  &  Co,  Ltd 

Mar 

34,272 

-21 

13,614 

1,585 

Tokyo,  Japan 

wholesaler 

9.8 

rubeni  Corp 

Mar 

31,279 

-19 

14,322 

1,144 

Osaka,  Japan 

wholesaler 

10.0 

rntnmo  Corp 

Mar 

29,436 

47 

8,637 

592 

Osaka,  Japan 

wholesaler 

10.0 

lonal  Iranian  Oil  Co 

Dec 

25,000^ 

NA 

NA 

none1 

Tehran,  Iran 

energy 

NA 

sho-Iwai  Co,  Ltd 

Mar 

21,900 

21 

8,541 

653 

Tokyo,  Japan 

wholesaler 

8.5 

ilever 

Dec 

21,744 

676 

12,389 

3,785' 

Netherlands/UK 

consumer  goods 

309.0 

3A  Group 

Dec 

19,972 

239 

14,080 

2,748 

Duesseldorf,  Germany 

energy 

81.4 

[  Group 

Dec 

19,041 

89 

19,547 

none' 

Lazio,  Italy 

energy 

121.3 

Group 

Dec 

18,121 

47 

NA 

498 

Turin,  Italy 

automotive- 

360.0 

PAL  Group  (Franqaisc 

Dec 

17,296 

479 

14,279 

1,648 

Paris,  France 

energy 

43.6 

Petroles) 

A.  Peugeot-Citroen 

Dec 

17,1  14 

254 

12,266 

824 

Paris,  France- 

automotive 

289.8 

ue  is  for  the  "group"  or  consolidated  except  where  noted,  and  excludes  excise  taxes  and  duties,  t  As  of  Dec.  31,  1979.  'Combined  market 
Estimated.  -'Government,  or  privately  owned,  or  cooperative  ''Not  fully  consolidated.  'Figures  for  year  ended  Dec.  31,  1978.  "Figure  for  vear  ended 
1979.    'Figure  for  Sept.  30,  1979.    NA:  Not  available. 

notes:  Revenues  and  net  income  are  converted  at  an  average  rate  of  exchange  tor  the  fiscal  year;  assets  are  converted  at  year-end  rate  of  exchange.  Figures 
were  used  for  those  February  and  March  fiscal-year  companies  for  which  1980  results  were  not  available  at  press  time. 
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The  100  largest  foreign  companies 

Fiscal 

Net 

value  of 

year 

Revenue  * 

income 

Assets 

eommont 

Corporate 

Empl 

Company 

end 

(millions) 

(millions) 

(millions) 

(millions) 

headquarters 

Industry 

[thou 

lO.   Vl)lKSWtil;Ul  ^tlOLip 

Dec 

$16  753 

$  371 

$  1  2,  SOS 

$2  539 

Wnlfshiiri*  (»criTi;inv 

11 1 1 1  l*Vi  (ll  1  V( ' 
UUlllillllll  vv 

2, 

17.  NV  Philips  Lamp 

Dec 

16^568 

309 

18',  447 

1,889 

Eindhoven,  Neth 

elec  equip 

3 

18.  Renault 

Dec 

16,101 

239 

11,738 

none' 

Haut-Sen,  France 

automotive 

2 

19.  Siemens  Group 

Sept 

15,065 

358 

17,012 

5, 1 78 

Munich,  Germany 

elec  equip 

3. 

20.  Daimler-Benz  AG 

Dec 

14,931 

348  ' 

8,024 

3,824 

Stuttgart,  Germany 

automotive- 

1 

/  1     Hcicrhct  I  riiiit^ 
L,  1  .  IIllLLllol  viimi|' 

Dec 

14,774 

298 

12,710 

2,654 

Franktnrt  Ct'rm.inv 

1  lullIMUl  1  ,  ' —  IV  1  llldll  Y 

chemicals 

(1 

22.  Toyota  Motor  Sales  Co 

Mar 

14',424 

119 

4^525 

1,053 

Nagoya,  Japan 

wholesaler 

23.  Bayer  Group 

Dec 

14,186 

240 

13,775 

3,075 

Leverkusen,  Germany 

chemicals 

1 

24.  Nestle 

Dec 

14,133 

491 

10,322 

4,797 

Vevey,  Switzerland 

food 

ll 

25.  BASF  Group 

Dec 

14,128 

338 

10,045 

3,142 

Ludwigshafen,  Ger 

chemicals 

i] 



1C\  Pptrrilpc  Hp*  Vi'nc^ni'la  SA 

Dec 

14, 1 16 

2,907 

13,092 

none 

Caracas  V('nt'7iii']a 

V  .  _  I  1  1 1  L  I  1    '         V  ^   11V    ^IR  1,1 

27.  Toyota  Motor  Co,  Ltd4 

)une 

13^967 

509 

6^640 

5,495 

Toyota  City,  Japan 

automotive 

28.  Thyssen  Group 

Sept 

13,633 

87 

9,270 

1,229 

Duisburg,  Germany 

steel 

i 

29.  Nissan  Motor  Co,  Ltd 

Mar 

13,179 

332 

10,028 

4,698 

Tokyo,  Japan 

automotive 

30.  Elf  Aquitaine  Group 

Dec 

13,167 

1,398 

15,846 

5,501 

Pans,  France 

energy 

31    T*)t 1 1  i  t     Y\  i  •  Riinilc^li'inn 

O  1  .    l^JK.  1 1  I  >  1.  1  I  L     I  )  1 ,  1  M  1  I     ■  I  1 . 1  1  1  1  1 

Dec 

12  941 

-1  910 

NA 

noiiL'^ 

Frankfurt  Ccrm^nv 

l  IdlllM  Lll  I ,    V.IV  1  lllul  1  V 

t r;in snort  1 1 1 ( in 

Ll(llli7L'V'll.clLll'll 

32.  Hitachi,  Ltd 

Mar 

12^781 

482 

13,308 

2,927 

Tokyo,  Japan 

elec  equip 

ij 

33.  Nippon  Steel  Corp 

Mar 

12,531 

243 

16,440 

3,219 

Tokyo,  Japan 

steel 

34.  Mitsubishi  Heavy  Inds,  Ltd 

Mar 

11,941 

112 

15,464 

1,720 

Tokyo,  Japan 

indl  machinery 

35.  Electricite  de  France 

Dec 

11,545 

-159 

42,025 

none1 

Pans,  France 

utility 

10 

36.  Imperial  Chemical  Inds  Ltd 

Dec 

1 1,389 

880 

12,841 

4,523 

London,  UK 

chemicals 

1- 

}7  Tiwd  Mi'nl^  l  K;iislv  i  I  td 

i~j  /  .    i  v  i  y        .  il  i  ii  .i  .  .  'i  i  1u       i.  tii 

Mar 

1 1,083 

g 

4  868 

244 

Os;lk;l  T.in.in 

V.  ./  O  Cl  IV  (1 ,  jUl'llll 

ve  hnlt'Silt-r 

VV  H     I       - .  1  1  V  1 

38.  Matsushita  Electric 

Nov 

10/;65 

456 

8',595 

3,564 

Osaka,  Japan 

elec  equip 

j 

Industrial  Co,  Ltd 

39.  Kanematsu-Gosho  Ltd 

Mar 

10,935 

1 

4,754 

210 

Tokyo,  Japan 

wholesaler 

40.  B.A.T  Industries  Ltd 

Dec 

10,3872 

520 

9,007 

1,912 

London,  UK 

multicompany 

IS 

J.  1     P,  ■  fn  il  i  >i  i  Rr-icili'irM  Q  A 
H- L  .  1                      OIiilMieilU  O/V 

L/e  e 

i  o,z.  /  y 

757 

11  03  3 

1  1  ,UJJ 

Rim  rii'  1 '] n i > i n i  Rro"7iI 
r\lU  l_-ie  1.11  li  III'  OldZ.11 

energy 

42.  The  Electricity  Council 

Mar 

9,889 

488 

16,779 

none? 

London,  UK 

utility 

1 

43.  Nichimen  Co,  Ltd 

Mar 

9,535 

1 

3,754 

216  " 

Osaka,  Japan 

wholesaler 

44.  Tokyo  Electric  Power  Co4 

Mar 

9,059 

410 

22,950 

3,936 

Tokyo,  Japan 

utility 

i 

45.  CAMPSA 

Dec 

8,480 

NA 

NA 

none3 

Madrid,  Spain 

energy 

1 

iXC~\   TfKn i  n 'i  f^nrn 

tKJ  .     1  WoUl  L/d  V_.l '  1  L) 

Mar 

8  455 

104 

8  614 

1  689 

K  'i  w •ic.al/i  Iinin 

l\d  V\  (lJtll\l  t  (ilUdll 

{ ■  r  ■  t    i  i  1 1 1 1  n 

47.  Nippon  Oil  Co,  Ltd 

Mar 

8^361 

41 

4,335 

4,498 

Tokyo,  Japan 

energy 

48.  Saint-Gobain 

Dec 

8,350 

154 

8,041 

1,053 

Paris,  France- 

building  products 

u 

49.  Cie  Generale  d'Electricite 

Dec 

8,310 

106 

5,885s 

507 

Paris,  France 

elect  equip 

IC 

50.  Montedison  Group 

Dec 

8,224 

-1602 

9,960s 

436 

Milan,  Italy 

chemicals 

11 

51.  RWE  Group 

June 

8,213 

257 

1  1,554 

2,516 

Essen,  Germany 

energy 

(■ 

S9    0*if  i ixxt '  w  n  l  *sf  *  n i  *  In n  1 1  t.t  ri  i  ■ 

k/Aii    W  3  I V.  1  1 1    1  V.  1  1       v.   1  1  v  lllUUOlllk. 

Dec 

8  139 

NA 

4  803 

nunc^ 

Vipnnii  Aii<itTi"i 

V  1  L  1  1  1  1  il  ,    .  \  11  >  I  1  Id 

m  t*t  1 1 q 

1  I  1  L  Idle) 

1  ] 

Verwaltungs  AG 

53.  Petroleos  Mcxicanos 

Dec 

8,085 

NA 

NA 

none1 

Marina  Nacional,  Mex 

energy 

54.  Pechiney  Ugine  Kuhlmann 

Dec 

7,957 

233 

8,163 

592 

Paris,  France 

metals 

55.  Rhone-Poulcnc  Group 

Dec 

7,940 

186 

7,806 

763 

Paris,  France 

chemicals 

i( 

56.  Petrofina  SA 

Dec 

7,824 

283 

7,225 

2,621 

Brussels,  Belgium 

energy 

2 

S  /     A  Fl      Ti 1  i 1  r  1 1  n  /  i 1  n  i"  rnun 
» '  f  •  AL  vj              lUlllxLIl  Vj  1  \  1 U L) 

Dec 

7  7^T 

— 3  CM 

5  41 14 

387 

00/ 

Ft ■! n  \i  f  i  i r  1"    (  Vmi  inn 
ridiiRiuii,  Vjeiiiiany 

t.li'f  pi ii ii n 

eiee  equq1 

15 

58.  NV  Nederlandse  Gasume 

Dec 

7,377 

40 

3,051 

none1 

Groningen,  Neth 

energy 

11 

59.  ENEL 

Dec 

7,295 

-1 

NA 

none' 

Rome,  Italy 

utility 

60.  Banque  Nationale  de  Pans 

Dec 

7,241 

137 

98,756 

445 

Pans,  France 

banking 

4 

Group 

61    R;inTws  R  ink  Crnnn 

W  1  .        .  i  .  *    l    I  1        Dill  Ll\   V.1  1  1  1  Ll  Ll 

Dec 

7  173 

739 

67  458 

2  199 

I  iiniuiTi    I  Ik 

nin  L'in(T 

Udl  liN.  1  1  1^ 

1 1 

62.  Gutehoffnungshu'tte  Group 

June 

7,' 137 

45" 

5T804 

'827 

Obcrhauscn,  Germany 

industrial  equip 

63.  Thomson-Brandt  Group 

Dec 

7,052 

65 

8,107 

303 

Pans,  France- 

elec  equip 

12 

64.  SNCF 

Dec 

7,051 

25 

NA 

none1 

Paris,  France 

transportation 

It 

65.  Friedrich  Krupp  Group 

Dec 

6,983 

35 

NA 

none3 

Bochum,  Germany 

steel 

8 

VJ*.?.  V^.  I  C     1 1   LyiUllltll>  VjIUUU 

rjee 

tin 

□  1  08  ^ 

307 

i  aris,  nance 

K 'i n  1/  i nil 
LldllKlIlg 

4 

67.  Canadian  Pacific  Ltd 

Dec 

6,957 

434 

9,419 

2,408 

Montreal,  Canada 

transportation 

11 

68.  British  National  Oil  Co 

Dec 

6,884 

29 

2,639 

none1 

Glasgow,  Scotland 

energy 

69.  Manhesmann  Group 

Dec 

6,820 

80 

5,248 

1,386 

Duesseldorf,  Germany 

industrial  equip 

70.  Empain-Schneider 

Dec 

6,649 

2 

NA 

125 

Paris,  France 

industrial  equip 

12 

*  Revenue  is  for  the  "group"  or  consolidated  except  where  noted,  and 

excludes  excise  taxes  and  duties.    tAs  of  Dee.  31,  1979.  'Combined  market  \ 

alue.  2Esl 

ted.    ^Government,  or  privately  owned,  or  cooperative 

4Not  fully  consolidated.    'Figures  for  year  ended  Dec.  31,  1978.    hFigure  for  year 

ended  Ma 

1979.    7Figure  tor  Sept.  30,  1979.    NA:  Not  available. 

General  notes:  Revenues  and  net  income  are  converted  at  an  average  rate  of  exc 

range  for  the  fiscal  year;  assets  are  converted  at  year-end  rate  of  exchange.  Fi, 

for  1979  were  used  for  those  February  and  March  fiscal-year  companies  for  whic 

h  1980  results 

were  not  available  at  press  time 
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The  100  largest  foreign  companies 

Market 

Fiscal 

Net 

value  of 

year 

Revenue* 

income 

Assets 

commont 

Corporate 

Employees 

npany 

end 

(millions) 

(millions) 

(millions) 

[millions) 

headquarters 

Industry 

(thousands) 

^utsche  Bunk  Group 

Dec 

$6,634 

$225 

$91,289 

$3,303 

Frinb  flirt  Ci'nninv 

1  .  1 1  i  1  I    1  1 1  1  t     VjC Illicitly 

K''n  1/  i  n  it 
Lull  I K  1 1 1  £ 

TEL  NV 

Dec 

6,500 

-87 

5^678 

none3 

Nijmegen,  Neth 

steel 

70  9 

itional  Westminster  Bank 

Dec 

6,496 

702 

64,377 

1,825 

London,  UK 

banking 

oU.o 

ltish  Steel  Corp 

Mar 

6,384 

-601 

10,824 

none1 

London,  UK 

steel 

186,0 

lamloze  Vennoot- 

Dec 

6,356 

44 

4,877 

none1 

Heerlen,  Neth 

chemicals 

31.8 

chap  UsM 

j  Limited 

Dec 

6,344 

-307 

4,988 

583 

London,  UK 

dULUHlUUVl. 

1  7  A  R 
1  /  o.  o 

'edit  Agricole 

Dec 

6,3074 

388 

104,975 

none-1 

Paris,  France 

banking 

65.0 

ihrkohle5 

Dec 

6,217 

2 

5,958 

none1 

Essen,  Germany 

energy 

136.5 

Imitsu  Kosan  Co  Ltd 

Mar 

6,127 

-13 

5,975 

none-1 

Tokyo,  Japan 

energy 

10.1 

irstadt  Group 

Dec 

6,050 

24 

1,363 

1,010 

Essen,  Germany 

retailer 

85.2 

incrale  Occidentale 

Mar 

^OOO2 

NA 

l,627h 

205 

Paris,  France 

mul  1 1  com  puny 

ad  n 

czo  Group 

Dec 

5,989 

115 

4,738 

369 

Arnhem,  Netherlands 

r*  n  pm  i  r*  *i  1  c 
L 1  It.  1 1 1 1 1_ 

oo.U 

jnlop  Pirelli  Union 

Dec 

5,981 

NA 

NA 

none3 

London,  UK 

automotive 

162.1 

ba-Geigy  Ltd 

Dec 

5,949 

195 

9,827 

2,700 

Basle,  Switzerland 

chemicals  &  drugs 

80.2 

ppon  Kokan  K.K. 

Mar 

5,941 

49 

11,394 

1,307 

Tokyo,  Japan 

steel 

36.0 

isider  Group5 

Dec 

5,926 

-613 

12,534 

110 

Rome,  Italy 

steel 

1 09  4 

itional  Coal  Board 

Mar 

5,804 

-38 

5,450 

none3 

London,  UK 

energy 

ouu.u 

)nda  Motor  Co,  Ltd 

Feb 

5,783 

123 

3,576 

1,772 

Tokyo,  Japan 

automotive 

33.4 

itish  Gas  Corp 

Mar 

5,770 

335 

5,402 

none3 

London,  UK 

utility 

102.9 

cie'te'  Ge'ne'rale  Group 

Dec 

5,6002 

1602 

84,914 

none3 

Paris,  France 

banking 

44.0 

lvo  Group 

Dec 

5,475 

97 

4,993 

368 

Gothenburg,  Sweden 

a<;  1 

•/Konsnm  Goon  Grnnn 

Dec 

5,348 

26 

2,807 

none3 

Stockholm,  Sweden 

LAJUJJt,  I  d  1 1  V  L 

79  9 

o  Tinto-Zinc  Corp  Ltd 

Dec 

5,339 

248 

7,091 

1,824 

London,  UK 

metals 

57.3 

ichelin  Group 

Dec 

5,336 

134 

6,0735 

869 

Clermont-Ferrand,  Fr 

automotive 

120.0 

nsai  Electric  Power  Co4 

Mar 

5,322 

-82 

12,829 

2,663 

Osaka,  Japan 

utility 

23.7 

mitomo  Met^l  Tnds  I  fd 

lllll'  Mill  '      'it  l  1 1  1    1I1UJ   J  L  V.1 

Mar 

5,314 

85 

9,055 

1,130 

Osaka,  Japan 

steel 

29. 04 

penal  Group  Ltd 

Oct 

5,3002 

503 

4,229 

1,183 

London,  UK 

mult  icompany 

101.8 

C  Brown  Boveri  &.  Cie 

Dec 

5,292 

254 

2,403" 

899 

Baden,  Switzerland 

multicompany 

101.4 

.tsubishi  Electric  Corp 

IVlar 

5,057 

109 

4,710 

1,171 

Tokyo,  Japan 

elec  equip 

<;o  7 

HV  Holdings  nv 

Dec 

5,047 

54 

1,810 

564 

Utrecht,  Netherlands 

wholesaler 

29.0 

And  the  25  runners  up 

;corge  Weston  Ltd 

Dec 

$5,009 

$  59 

$  1,290 

$  215 

Toronto,  Canada 

food 

65.0 

awasaki  Steel  Corp4 

Mar 

4,998 

218 

6,835 

1,256 

Tokyo,  Japan 

steel 

35.1 

)aiei,  Inc 

Feb 

4,947 

40 

2,809 

873 

Osaka,  Japan 

retailer 

40.8 

ntish  Railways  Board 

Dec 

4,891 

-1 

5,673 

none-1 

London,  UK 

transportation 

244.1 

)resdner  Bank 

Dec 

4,858 

146 

70,043 

1,956 

Frankfurt,  Germany 

banking 

31.4 

leneral  Electric  Co  Ltd 

Mar 

4,855 

417 

5,466 

4,027 

London,  UK 

elec  equip 

155.0 

obert  Bosch  Group5 

Dec 

4,788 

109 

3,774 

none3 

Stuttgart,  Germany 

automotive 

1  18.3 

riedrich  Flick  Group 

Dec 

4,747 

NA 

3,845s 

none3 

Duesseldorf,  Germany 

chemicals 

46.8 

anco  do  Brasil 

Dec 

4,719 

569 

49,014 

898 

Brasilia,  Brazil 

banking 

84.5 

ligros-Genossenschaffs- 

Dec 

4,642 

62 

3,166 

none3 

Zurich,  Switzerland 

retailer 

37.5 

3und 

awasho  Corp4 

Sept 

4,635 

2 

1,798 

81 

Osaka,  Japan 

wholesaler 

1.5 

ell  Canada 

Dec 

4,494 

370 

8,883 

2,781 

Montreal,  Canada 

telecommunications 

94.1 

laruzen  Oil  Co,  Ltd 

Mar 

4,433 

-2 

2,810 

623 

Osaka,  Japan 

energy 

4.7 

oyal  Bank  of  Canada 

Oct 

4,418 

242 

45,224 

1,327 

Montreal,  Canada 

banking 

36.84 

'hubu  Electric  Power  Co4 

Mar 

4,401 

213 

8,8 197 

2,223 

Nagoya,  Japan 

utility 

19.0 

nuc  is  for  the  "group"  or  conso 

lidated  except  where  noted,  and 

excludes  excise  taxes  and  duties     tAsofDec.  31,  1979.  'Combined  market  val 

ue.  2Estima- 

Government,  or  privately  owned,  or  cooperative. 

••Not  ful 

y  consohdat 

ed.    'Figures  for  year  ended  Dec.  31,  1 

978.    ''Figure  for  year  ended  Mar.  31, 

'Figure  for  Sept.  30,  1979.    NA:  N< 

)t  available. 

1  notes:  Revenues  and  net  ine 

ome  are  converted  at  an  average  rate  of  exchange  tor  the 

fiscal  year;  assets  are  converted  at  year-end  rate  of  exc 

lange.  Figures 

9  were  used  for  those  February  and  March  fiscal-year  companies  for  which 

1980  results  were  not  available  at  press  time. 
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And  the  25  runners- up 


Market 

Fiscal 

Net 

value  of 

year 

Revenue* 

income 

Assets 

commont 

Corporate 

Empli 

Company 

end 

(millions) 

(millions) 

(millions) 

(millions) 

headquarters 

Industry 

(thous 



1 16.  Kobe  Steel  Ltd  ' 

Mar 

$4,389 

$  68 

$5,919 

$  887 

Tokyo,  Japan 

steel 

1  17.  Alcan  Aluminium 

Dec 

4,381 

427 

4,490 

1,896 

Montreal,  Canada 

metals 

( 

1  IS.  Kaufhof  Croup 

Dec 

4,362 

21 

1,560 

632 

Cologne,  Germany 

retailer 

: 

1  19.  Hyundai  Construction  <  ■> 

Dec 

4,304 

60 

4,504 

NA 

Seoul,  Korea 

shipbuilding 

1( 

120.  Metallgesellschaft 

Sept 

4,242 

10 

2,354 

616 

Frankfurt,  Germany 

metal  refining 

a 

121.  Guest  Keen  &  Ncttlcfolds 

Dec 

4, 1 60 

70 

3,696 

910 

West  Midlands,  UK 

automotive 

id 

122.  Solvay  Croup 

Dec 

4, 1 26 

138 

4, 1  1 5 

565 

Brussels,  Belgium 

chemicals 

123.  Taiyo  Fishery  Co,  Ltd 

Jan 

4,123 

16 

1,923 

175 

Tokyo,  Japan 

food 

124.  Mitsubishi  Chemical  Inds 

Ian 

4,112 

43 

4,382 

740 

Tokyo,  Japan 

chemicals 

i 

125.  BMW  Croup 

Dec 

4,041 

64 

1,959 

953 

Munich,  Germany 

automotive 

4 

*  Revenue  is  for  the  "group"  or  consolidated  except  where 

noted,  and 

excludes  excise  taxes  and  duties,    t  As  of  Dec.  3 1,  1979.  'Combined  market  value.  2Esi 

ted     'Government,  or  privately  owned,  or 

cooperative 

JNot  fully  consolidated.    'Figures  for  year  ended  Dec.  31, 

197S.    ''Figure  for  year 

ended  Ma 

1979.    'Figure  for  Sept.  30,  1979.    NA:  Not 

available 

General  notes  Revenues  and  net  ine 

ome  are 

converted  at 

an  average  rate  of  exc 

hangc  tor  the  fiscal  ycar;  assets  are  converted  at  year-end  rate  of  e 

(change  Fi 

for  1979  were  used  for  those  February  and  March  fiscal-year  companies  tor  which  1980  results 

were  not  available  at  press  time. 

Special  Report 
Spotlight  on 
International  Business 

The  100 
largest  U.S. 

multinationals 


Five  of  the  top  ten  among  the  100  largest 
U.S. -based  multinationals  are,  once 
again,  oil  companies.  Predictably,  last 
year  their  total  foreign  revenues  in- 
creased 30%,  with  Exxon,  Mobil  and 
Texaco  in  the  lead.  But  the  five  biggest 
nonoil  giants,  headed  by  Ford  and  GM, 
nearly  kept  pace,  their  combined  foreign 
sales  up  25%.  Engelhard  Minerals  & 
C chemicals'  move  to  tenth  place,  though 
a  jump  of  only  one  notch,  was  no  small 
achievement.  The  dizzying  prices  that 
precious  metals  commanded  in  world 
markets  helped  to  push  its  overseas  rev- 


enues to  almost  $9.8  billion,  a  92% 
over  last  year. 

Another  big  gainer  was  Charter 
which  appears  on  the  table  for  the 
time  as  number  67  (it  didn't  even  i 
the  runners-up  last  year)  because  o 
acquisition  of  Carey  Energy  and  it 
Bahamian  refinery  operation. 

Among  those  multinationals  that 
the  most  ground  was  $673  million 
eign  revenues)  Pullman.  A  year  ag| 
was  84th;  but,  with  a  28".,  dec 
operating  sales  from  Western  Europ 
fell  to  125th. 


The  100  largest  U.S.  multinationals 


Foreign 


Total 


Foreign 

Total 

Foreign 

operating 

operating 

Foreign 

Foreign 

Total 

Forei; 

revenue 

revenue 

as  %  of 

profit* 

profit* 

as  %  of 

assets 

assets 

as  % 

Rank 

Company 

(millions) 

(millions) 

total 

(millions) 

(millions) 

total 

(millions) 

(millions) 

tota 

1 

Exxon 

$56,999 

$79,107 

72.1",, 

$3,337 

$5,027 

66.4% 

$26,519 

$49,490 

53.c 

2 

Mobil 

27,4012 

45,4772 

60.3 

1,419' 

2,007> 

70.7 

14,504 

27,506 

52.7 

3 

Texaco 

26,023 

38,350 

67.9 

1,085' 

1,759' 

61.7 

12,613 

22,992 

54.9 

4 

Ford  Motor 

19,106 

43,514 

43.9 

1,368' 

1,169' 

117.0 

12,814 

23,510 

54.5 

5 

Standard  Oil  Calif 

1  7,490 

29,948 

58.4 

977' 

1,785' 

54.7 

9,914 

18,095 

54.8 

6 

General  Motors 

16,751 

66,3 1 1 

25.3 

591' 

2,893' 

20.4 

8,369 

32,023 

26.1 

7 

IBM 

12,244 

22,863 

53.6 

1,437' 

3,011' 

47.7 

12,345 

24,530 

50.3 

S 

Intl  Tel  &  Tel3 

11,579 

21,996 

52.6 

905 

1,607 

56.3 

1 1,388 

26,178 

43.5 

9 

Gulf  Oil 

1 1,102 

23,910 

46.4 

590' 

1,322' 

44.6 

6,302 

17,265 

36.5 

10 

Engelhard  Minerals 

9,7902 

18,102- 

54.1 

453 

649 

69.9 

2,414 

5,800 

41.6 

1 1 

Citicorp 

7,2874 

10,904 

66.8 

3521 

541' 

65.1 

61,824s 

94,281s 

65.6 

12 

General  Electric- 

4,9972 

22,9802 

21.7 

293' 

1,409' 

20.8 

4,049 

16,645 

24.3 

13 

Bank  America 

4,728 

9,450 

50.0 

226' 

600' 

•37.7 

39,7375 

94,301s 

42.1 

14 

Conoco 

4,7092<" 

13,0302,6 

36.1 

372' 

815' 

45.7 

3,358 

9,3 1 1 

36.1 

15 

Dow  Chemical 

4,672 

9,255 

50.5 

649 

1,334 

48.7 

5,389 

10,252 

52.6 

16 

Occidental  Petroleum 

4,5732 

9,6382 

47.4 

1,392 

1,430 

97.4 

2,194 

5,560 

39.5 

17 

.  Chase  Manhattan 

3,786 

6,079 

62.3 

146' 

303' 

48.2 

32,481 

64,708 

50.2 

18 

Standard  Oil  Indiana 

3,7252 

18,9302 

19.7 

719' 

1,507' 

47.7 

5,417 

17,150 

31.6 

19 

EI  du  Pont  de  Nemours 

3,357 

12,572 

26.7 

393 

1,760 

22.3 

2,325 

8,940 

26.0 

20 

Xerox 

3,316 

7,027 

47.2 

262' 

563' 

46.6 

3,023 

6,554 

46.1 

*  Unless  otherwise  indicated.    'Net  income,    includes  other  income.    'Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  investments. 
4Estimate.    'Average  assets.    ''Includes  excise  taxes.    'Profit  before  interest  and  after  taxes.    "Income  before  security  gains  or  losses.  ''Excludes 
international  transportation.    '"Pretax  income.    "Excludes  Canada.    '-From  continuing  operations.    "Excludes  Canada  and  Mexico. 
PD:  Profit  over  deficit.    DP:  Deficit  over  profit.    NA:  Not  available. 
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M  helps  process  one-fourth  of  the  oil  and  gas 
;he  world  uses  every  day. 


Jl  over  the  world,  Combustion 
ngineering  and  its  subsidiaries 
re  helping  to  meet  the  con- 
nuing  demand  for  oil  and  gas. 

For  the  Arabian  American 
•il  Company,  C-E  Lummus  en- 
ineered  and  supervised  the 
ibrication  of  modular  desalters 
>r  twenty-five  gas/oil  separation 
[ants.  Capable  of  handling  mil- 
ins  of  barrels  of  crude  oil  daily, 
le  desalters  are  being  shipped 
i  modular  form  from  Japan  for 
ssembly  at  remote  sites  in 
audi  Arabia. 

In  other  locations,  C-E 
fatco  equipment  helps  desalt, 
efoam,  dewater  and  do  other 
rocessing  needed  to  prepare  oil 
nd  gas  for  the  pipeline.  And 
esides  processing  it,  we  also 
elp  drill  for  it,  extract  it,  pump 
,  clean  it,  deliver  it  and  refine  it. 

C-E's  Gray  Tool  Company 
ioneered  the  first  wellhead 
ssembly  able  to  operate  at 


pressures  of  30, 000  pounds  per 
square  inch-extending  the  search 
for  oil  and  gas  into  earth  layers 
too  difficult  to  control  before. 

C-E  Crest  has  designed 
systems  that  produce  10  million 
barrels  of  oil  a  day. 

C-E  Vetco  systems  can  be 
found  in  every  offshore  produc- 
ing area  of  the  world.  And 
two -thirds  of  the  worlds  floating 
drilling  rigs  are  outfitted  with 
C-E  Vetco  equipment. 

C-E  Lummus  engineered 
over  30%  of  Europe's  refining 
capacity.  And  was  responsible 
for  engineering  and  supervising 
construction  of  deck  facilities  for 
offshore  platforms  in  the  North 
Sea  that  can  withstand  130 -mph 
winds  and  100- foot -high  waves. 

C-E:  World  leader  in 
energy  technology. 

Helping  to  find  and  bring  in  oil 
and  gas.  Upgrading  and  building 
refineries  and  petrochemical 


plants.  Developing  cleaner,  more 
efficient  ways  electric  utilities 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

No  other  company  has 
Combustion  Engineerings  broad 
range  of  capabilities  for  helping 
energy -related  industries  meet 
the  challenges  of  the  80s  and 
beyond.  For  a  copy  of  our  latest 
report  to  shareholders,  write 
Combustion  Engineering,  Inc. , 
Dept.  7004-147,  900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


To  find  the  spectrum,  you 
need  the  prism. 

A  universal  bank,  such  as  Deutsche 
Bank,  acts  as  a  prism.  It  takes  in  the 
widely  varied  problems  of  a  multitude  of 
clients  and  carefully  breaks  each  one 
into  its  various  components  in  order  to 
find  the  most  efficient  solution. 

Deutsche  Bank  offers  the  full  range  of 
services  in  all  their  diverse  facets,  be  it  in 
the  field  of  foreign  exchange,  merger 
and  acquisition,  trade  financing,  port- 
folio management  or  in  any  other  finan- 
cial area. 

Come  to  Deutsche  Bank  when  you 
want  the  full  spectrum  of  banking 
services  focused  on  your  problem  or  call: 
New  York  (212)  940-8000 
Toronto  (416)865-0630 


Deutsche  Bank 


A  century  of  universal  banking 

Central  Office:  Frankfurt  am  Mam/Dusseldorf  Branches.  Antwerp,  Asuncion.  Brussels, 
Buenos  Aires.  Hong  Kong,  London.  Madrid.  Milan.  New  York.  Pans,  Sao  Paulo.  Tokyo: 
Representative  Offices  Beirut.  Bogota.  Cairo,  Caracas,  Istanbul,  Johannesburg,  Lagos, 
Mexico,  Moscow.  Nairobi.  Osaka,  Rio  de  Janeiro.  San  Jose,  Santiago,  Sydney.  Tehran. 
Tokyo.  Toronto:  Subsidiaries:  Hong  Kong,  London,  Luxembourg.  Singapore. 


The  100  largest  U.S.  multinationals 


Foreign 


Total 


Foreign 

Total 

Foreign 

operating 

operating 

Foreign 

Foreign 

Total 

Fort 

revenue 

revenue 

as  /o  oi 

profit  * 

profi  t  * 

as  /o  oi 

asse  ts 

assets 

as  *S 

Rank 

Company 

(millions) 

(millions) 

total 

(millions) 

(millions) 

total 

(millions) 

(millions) 

to! 


21 

boB  1 1 1  lal  1  IWHJdlV 

$3,239 

$  8,028 

40.4% 

'$  482 

$1,649 

29.2% 

$2,536 

$7,547 

22 

C.I  M  H  1  VI  "IT 

3, 1 68 

8,239 

38.5 

242 

489 

49.4 

2,295 

5,371 

42 

23 

^UTI  Co 

•J  U  1 1  V  •  V 

3, 1412 

10,8012 

29.1 

1797 

7807 

23.0 

1,785 

7,461 

23 

C.'l  f ,  >\»/ "1  V  QfMff»Q 

odiLVVtiy  ^iiuico 

2,952 

13,718 

21.5 

108 

304 

35.7 

756 

3,101 

24 

25 

Union  Carbide 

2, 782 

9^177 

30.3 

318 

1,072 

29.7 

2,517 

8,803 

28 

26 

Prnrrrr  .^v  C.imhlc 

2,772 

9,329 

29.7 

115' 

577' 

19.9 

1 ,360 

5,664 

24 

27 

(  i  \  1 T 1 1  •  - 1  *  1 1  m  olive 

2,706 

4,494 

60.2 

262 

374 

70.1 

1,262 

2,429 

52 

28 

(  *  n  rv<  1 1 *r 

2,635 

12,002 

22.0 

-25' 

-1,097' 

2.3 

2,055 

6,653 

30 

29 

1  V.  1111V. 

2,545 

1 1,209 

22.7 

259 

1,358 

19.1 

2,390 

1 1,631 

20 

30 

FvV  Wool  worth 

2^413 

6^785 

35.6 

184 

346 

53.2 

1,169 

2,927 

39 

30 

CPC  International 

2,413 

3,699 

65.2 

234 

345 

69.8 

1,413 

2,068 

68 

32 

n  c  c\  -    ( 1 1  a 

2,299 

4,961 

46.3 

523 

795 

65.8 

1,228 

2,938 

41 

33 

Fntl  H;irwsti*r 

11111    1  ICti  V 

2,293 

8,392 

27.3 

272 

827 

32.9 

1,432 

5,248 

27 

34 

Pan  Am  World  Airways 

2,281 

2,485 

91.8 

1 18 

78 

1 50.2 

NA 

2,677 

N 

35 

Union  Oil  California 

2j2332 

7^6812 

29.1 

106 

1,081 

9.8 

711 

•AO  13 

1 1 

36 

JP  Morgan 

2,226 

3,634 

61.3 

1508 

2888 

52.2 

22, 1 16 

43,488 

50 

37 

General  Tel  &  Elec 

2,195 

9,958 

22.0 

,57' 

645' 

8.8 

3,292 

1 8,406 

17 

38 

Minn  Mining  &.  Mfg 

2,139 

5,440 

39.3 

430 

1,179 

36.5 

1,493 

4,575 

32 

39 

United  Technologies 

2,103 

9,053 

23.2 

218 

695 

31.4 

1,651 

6,426 

25 

40 

Manufacturers  Hanover 

2^069 

3^847 

53.8 

103' 

212' 

48.6 

21,869 

47,675 

45 

41 

Atlantic  Richfield 

1,986 

16,234 

12.2 

78' 

1,166' 

6.7 

1,055 

13,833 

7 

42 

Phillips  Petroleum 

1,964 

9,503 

20.7 

1,209 

2,173 

55.6 

1,908 

8,519 

22 

43 

Monsanto 

1,955 

6,193 

31.6 

-24 

524 

DP 

1,680 

5,539 

30 

44 

Johnson  &  Johnson 

1,839 

4,212 

43.7 

328 

634 

51.8 

1,253 

2,874 

43, 

45 

Kraft 

1,820 

6,433 

28.3 

100 

428 

23.3 

760 

2,523 

30 

46 

American  Brands 

1,818 

3,772 

48.2 

158 

684 

23.0 

1,245 

3,671 

33 

47 

Firestone 

1,747 

5,284 

33.1 

61 

289 

21.1 

1,31 1 

3,457 

37 

48 

RJ  Reynolds Inds 

1,732 

7, 133 

24.3 

1074 

1,130 

9.5 

982'' 

6,422 

15 

49 

Caterpillar  Tractor 

1,631 

7,613 

21.4 

78 

950 

8.2 

1,055 

5,403 

19 

50 

Sperry 

1,628 

4,179 

39.0 

237 

555 

42.8 

1,588 

3,724 

42, 

50 

Beatrice  Foods 

1,628 

7,468 

21.8 

118 

612 

19.3 

922 

3,669 

25 

52 

NCR 

1,626 

3,003 

54.2 

189 

460 

41.0 

1,360 

2,918 

46, 

53 

WR  Grace 

1,577 

5,267 

29.9 

253 

573 

44.2 

860 

3,729 

23j 

54 

Continental  Group 

1,555 

4,370 

35.6 

96 

254 

37.8 

773 

3,595 

21. 

55 

Pfizer 

1,549 

2,746 

56.4 

272 

433 

62.9 

1,482 

3,049 

48. 

56 

Trans  World 

1,5422 

4,37c2 

35.3 

101 

127 

79.5 

834 

2,807 

29. 

57 

Sears,  Roebuck*1 

1,536 

25,197 

6.1 

47' 

785' 

6.0 

1,021 

27,41 1 

3 

58 

Halliburton 

1,475 

7,766 

19.0 

157 

593 

26.5 

1,196 

3,923 

30. 

58 

Chemical  New  York 

1,475 

3,294 

44.8 

50' 

135' 

37.0 

1 7, 129 

39,375 

43 

60 

Bankers  Trust  New  York 

1,467 

2,717 

53.8 

59' 

114' 

51.8 

14,420 

30^953 

46. 

61 

General  Foods 

1,421 

5,472 

26.0 

54 

495 

11.0 

675 

2,565 

26. 

62 

Warner-Lambert 

1,416 

3,217 

44.0 

241 

534 

45.1 

1,111 

2,874 

38. 

63 

RCA 

1,415 

7,455 

19.0 

126'° 

472 ,0 

26.7 

902 

5,988 

IS. 

64 

TRW 

1,371 

4,560 

30.1 

176 

445 

39.6 

952 

2,620 

36. 

65 

Deere 

1,355 

4,933 

27.5 

31 

553 

5.6 

1,101 

4,179 

26. 

66 

Consolidated  Foods 

1,347 

4,720 

■28.5 

116 

317 

36.5 

730 

2.090 

 ■ 

34. 

67 

Charter 

1,300 

4,250 

30.6 

386 

495 

78.0 

557 

1,729 

32. 

68 

American  Express 

1,261 

4,667 

27.0 

97 

464 

20.8 

8,168 

17,108 

47. 

69 

Gillette 

1,260 

1,985 

63.5 

133" 

254 

•  52.4 

926" 

1,528 

60. 

70 

American  Home  Products 

1,246-- 

3,6502 

34.1 

220 

713 

30.9 

669 

2,091 

32. 

71 

Marathon  Oil 

1,222 

6,681 

18.3 

124' 

295' 

41.9 

1,437 

4,321 

33. 

71 

Burroughs 

1,222-- 

2,831 2 

43.1 

238 

614 

38.7 

1,418 

3,387 

41. 

73 

Continental  Illinois 

1,213 

3,376 

35.9 

36- 

196' 

18.4 

13,622 

35,790 

38. 

74 

Bendix 

1,202 

3,856 

31.2 

102 

350 

29.0 

716 

2,311 

31. 

75 

First  Chicago 

1,171 

2,646 

44.3 

4' 

112' 

3.6 

13,425 

30,182 

44. 

'Unless  otherwise  indicated.  'Net  income,  includes  other  income.  'Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  investments. 
■•Estimate.  ^Average  assets.  ''Includes  excise  taxes.  'Profit  before  interest  and  after  taxes.  "Income  before  security  gains  or  losses.  ''Excludes  interna- 
tional transportation.  '"Pretax  income.  "Excludes  Canada.  l2From  continuing  operations.  ''Excludes  Canada  and  Mexico  PD:  Profit  over  den 
cit.  DP:  Deficit  over  profit.  NA:  Not  available. 
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FORBES, 


iun  ^ 


yyIget  more  favorable, 

unsolicited  comment  on  th 
Center  than  any  other 

organization  thatlve 
been  involved  with  /f 


J.  K.  Jamieson 
Former  Chairman  of  the  Board 
Exxon  Corporation 


Founded  in  1976,  The  Center  for  In- 
ternational Business  is  an  indepen- 
dent, non-profit,  membership 
organization  that  seeks  to  develop 
global  trade  and  investment  oppor- 
tunities at  the  senior  level  between  the 
United  States  and  nations  abroad. 

The  two  hundred  thirty  members  of 
the  Center  are  primarily  multinational 
corporations  throughout  the  United 
States,  Europe,  Japan  and  Saudi  Ara- 
bia that  recognize,  and  are  concerned 
with,  the  vital  importance  of  interna- 
tional trade  to  their  shareholders, 
their  employees  and  the  economies 
of  their  countries. 

Their  involvement  is  based  on  the 
philosophy  that  over  the  course  of  his- 
tory, human  progress  and  develop- 
ment have  been  achieved  in  large 
measures  by  the  interchange  of  ideas 
and  concepts,  as  well  as  by  the 


exchange  of  economic  resources 
and  wealth. 

To  this  end,  the  Center  provides 
business  executives  with  a  unique 
forum  and  a  select  series  of  profes- 
sional development  opportunities. 
These  include  the  Annual  International 
Trade  Conference,  regional  briefings 
and  special  briefings  for  member  com- 
panies. In  addition,  a  select  series  of 
publications,  "The  International  Essays 
for  Business  Decision  Makers,"  "The 
Occasional  Papers,"  and  "Conference 
Reports"  are  presented  by  the  Center 
as  an  additional  source  of  communica- 
tion on  critical  issues  affecting  multina- 
tional business. 

For  additional  information  on 
membership,  programs  or  publica- 
tions, please  contact  either  of  the 
tandem  offices: 


The  Center  for  International  Business 


Houston: 

4600  Post  Oak  Place  Drive 
Suite  161 

Houston,  Texas  77027 
Telephone:  (713)  871-1771 


Dallas: 

World  Trade  Center 
Suite  184 

Dallas,  Texas  75258 
Telephone:  (214)  742-7301 


The  100  largest  U.S.  multinationals 


Foreign 

Total 

Foreign 

Total 

Foreign 

operating 

operating 

Foreign 

Foreign 

Total 

Fore 

revenue 

revenue 

as  %  of 

profit* 

profit* 

as  %  of 

assets 

assets 

as  "/ 

Rank 

(  otnpany 

(millions) 

(millions) 

total 

(millions) 

(millions) 

total 

(millions) 

(millions) 

tot; 

75 

Fluor 

$1,171 

$3,543 

33.0% 

$  91 

$209 

43.5% 

$389 

$1,268 

30 

77 

PepsiCo 

1,162 

5,091 

22.8 

117 

521 

22.4 

840 

2,888 

29. 

78 

Hewlett-Packard 

1,160 

2,36 1 

49.1 

134 

398 

33.7 

532 

1,900 

28 

79 

Honeywell 

1,156 

4,210 

27.5 

137 

478 

28.7 

941 

3,340 

28 

80 

Ralston  Purina 

1,139 

4,601 

24.7 

48 

298 

16.0 

378 

2,183 

17 

81 

Amerada  Hess 

1,133 

6,770 

16.7 

138' 

507' 

27.2 

1,061 

4,899 

21 

82 

American  Cyanamid 

1,125 

3,187 

35.3 

170 

329 

51.8 

767 

2,827 

27 

83 

Merck 

1,120 

2,385 

47.0 

209 

604 

34.6 

1,044 

2,614 

J9 

84 

Singer 

1,116 

2,598 

43.0 

106 

148 

71.6 

672 

1,482 

45 

85 

Allied  Chemical 

1,104 

4,332 

25.5 

1431'12 

176'< 12 

81.3 

1,086 

4,210 

23 

86 

American  Standard 

1,093 

2,432 

44.9 

1  50 

285 

52.6 

597 

1,423 

42 

87 

Gulf  &  Western  Inds3 

1,081 

6,507 

16.6 

134 

564 

23.8 

1 , 1 06 

5,160 

21 

88 

Esmark 

1,080 

6,743 

16.0 

37 

240 

15.5 

290 

2,390 

12 

89 

International  Paper 

1,072 

4,533 

23.7 

128 

449 

28.5 

706 

4,843 

14 

90 

Avon  Products 

1,067 

2,378 

44.9 

170 

447 

38.1 

607 

1,406 

43 

90 

American  Intl  Group 

1,067 

2,328 

45.9 

172 

321 

53.5 

2,340 

5,728 

40 

92 

Texas  Instruments 

1,056 

3,224 

32.8 

175'" 

309"' 

56.6 

571 

1,908 

29 

93 

Standard  Brands 

1,052 

2,613 

40.2 

73 

180 

40.9 

617 

1,385 

44 

94 

Getty  Oil 

1,042 

4,831 

21.6 

818 

1,568 

52.1 

1,671 

6,032 

27 

95 

Litton  Industries 

990 

4,088 

24.2 

86 

389 

22.2 

954 

2,854 

33 

96 

Scott  Paper 

o,s  \ 

1,908 

51.5 

65' 

137' 

47.1 

763 

1,830 

41 

97 

Westinghouse  Electric 

972 

7,332 

13.3 

95 

463 

20.5 

633 

6,822 

9 

98 

Uniroyal 

953 

2,575 

37.0 

41 

-34 

PD 

521 

1,669 

31 

99 

Philip  Morris 

952 

6, 1 44 

15.5 

90 

1,157 

7.8 

1,068 

6,379 

16 

100 

Bristol-Myers 

949 

2,753 

34.5 

153 

465 

32.8 

665 

1,922 

U 

And  the  25  runners  up 

Foreign 

Total 

Foreign 

Total 

Foreign 

operating 

operating 

Foreign 

Foreign 

Total 

f  on 

revenue 

revenue 

as  %  of 

profit* 

profit* 

as  %  of 

assets 

assets 

as  " 

Rank 

Company 

(millions) 

(millions) 

total 

(millions) 

(millions) 

total 

(millions) 

(millions) 

tot 

101 

HJ  Heinz 

$935 

$2,471 

37.9% 

$77 

$215 

35.8% 

$609 

S  1,624 

37 

102 

Carnation 

919 

2,826 

32.5 

63 

257 

24.5 

404 

1,484 

27 

103 

First  National  Boston 

903 

1,637 

55.2 

17' 

84' 

20.2 

5,778s 

12,8095 

4^ 

104 

[ngersoll-Rand 

886 

2,542 

34.8 

96 

361 

26.6 

754 

2,128 

15 

105 

Eli  Lilly 

879 

2,206 

39.9 

91' 

330' 

27.7 

818 

2, 1 79 

37 

106 

Eaton 

3,360 

26.1 

31' 

154' 

20.1 

653 

2,355 

27 

107 

fC  Penney 

861 

11,274 

7.6 

NA 

244' 

NA 

NA 

5,077 

N 

108 

Kimberly-Clark 

851 

2,218 

38.4 

72 

254 

28.1 

951 

2,105 

45 

109 

ASARCO1 

833 

2,557 

32.6 

171' 

259' 

66.1 

1,106 

2,526 

43 

110 

Borden 

813 

4,313 

18.9 

51 

300 

16.9 

575 

2,463 

23 

111 

Borg-Warner 

794 

2,7ns 

29.4 

48 

243 

19.7 

503 

1,817 

17 

112 

Owens-Illinois 

791 

3,504 

22.6 

47 

252 

18.7 

690 

2,910 

23 

113 

City  Investing 

788 

5,041 

15.6 

89 

455 

19.6 

763 

6,866 

1  ! 

1 14 

Dresser  Industries 

769 

3,457 

22.2 

80 

462 

17.3 

584 

2,504 

23 

115 

Rockwell  International 

767 

6,176 

12.4 

90 

538 

16.8 

606 

4,128 

14 

116 

Levi  Strauss 

764 

2,103 

36.3 

144 

390 

36.9 

400 

1,291 

31 

117 

Armco 

752 

5,035 

14.9 

98 

466 

21.0 

455 

3,260 

13 

118 

Control  Data1 

729 

3,250 

22.4 

80 

623 

.  12.8 

536 

6,785 

119 

Black  &  Decker 

725 

1,205 

60.2 

76' 

94' 

80.7 

505 

910 

120 

United  Brands 

7201! 

3,470 

20.8 

NA 

21' 

NA 

465' 2 

1,217 

38 

121 

Foster  Wheeler 

707 

1.654 

42.7 

33 

74 

44.8 

369 

895 

41 

122 

Sterling  Drug 

705 

1,501 

47.0 

92 

216 

42.4 

571 

1,150 

49 

123 

Emhart 

691 

1,574 

43.9 

79 

128 

61.1 

381 

965 

39 

123 

Motorola 

691" 

2,714 

25.5 

69 

335 

20.7 

542 

1 ,903 

28 

125 

Pullman 

6732 

3,2082 

21.0 

31 

156 

19.9 

239 

1,299 

18j 

'Unless  otherwise  indicated.  'Net  income.  ^Includes  other  income.  'Includes  proportionate  interest  in  unconsolidated  subsidiaries  or  investments,  i 
■"Estimate.  ^Average  assets.  ''Includes  excise  taxes.  'Profit  before  interest  and  after  taxes.  "Income  before  security  gains  or  losses.  ''Excludes  interna 
tional  transportation.  '"Pretax  income.  "Excludes  Canada.  ,2From  continuing  operations.  "Excludes  Canada  and  Mexico  PD:  Profit  over  defij 
cit.  DP:  Deficit  over  profit.  NA:  Not  available. 
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Why  you  should  consult 
the  Dank  that  placed 

3100  dots  on  the  map  of 

the  Netheriands. 


Rabobank  Nederland 
heads  a  co-operative  banking 
organisation  with  3100  offices 
on  the  Netherlands'  20,000 

square  miles.  On-the-spot  lotal  assets  of  more  than 

services  therefore  are  available   86  billion  Dutch  guilders 
in  every  part  of  the  country 


To, 


rabobank  is  the  largest 
provider  of  credit  to  the  Dutch 
agricultural  sector,  and  plays 
a  key  role  in  agribusiness 
finance. 


banks  in  the  world.  Sound 
reasons  to  consult  the  bank 
(approx.  US  $  45  billion)  place       that  placed  3100  dots  on  the 
Rabobank  among  the  25  largest  map  of  the  Netherlands. 


»oth  importers  and 
exporters  are  served  by  the 
bank's  up-to-date  knowledge 
and  expertise  in  international 
trade  finance. 


Labobank  Nederland  is 
also  active  in  the  Euro- 
currency and  Eurobond 
markets,  foreign  exchange, 
Eurocredits  and  new  issues. 


Labobank  Nederland  is 
a  member  of  Gnico  Banking 
Group,  in  which  6  major 
European  co-operative  banks 
work  together. 

As  a  group,  these  banks  have 
36,000  offices  and  total  assets 
of  some  GS  $  400  billion. 


Amsterdam  (1640)  Teylers  Museum.  Haarlem " 


Rembrandt  country  is  Rabobank  country. 

The  country  which  inspired  Rembrandt's  internationally  acclaimed  masterpieces 
has  inspired  the  Rabobank  to  create  services  of  worldwide  importance. 


Rabobank  Nederland,  International  Division, 
Catharijnesingel  20,  361 1  GB  Gtrecht,  the  Netherlands. 

Representative  Office  Frankfurt,  Friedrich-Ebert-Anlage  2- 14, 
D-6000  Frankfurt  am  Main  1 ,  West  Germany. 


Rabobank  S 

Dutch  Masters  in  Banking. 


Wall  Streeters  call  noninstitutional-quality 
bonds  "junk. "  But  high  yields  and  potential 
capital  gains  go  along  with  bad  ratings. 

You  can  still 
10% 
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lig 

m 
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get 


You  won't  find  bonds  rated  BB  or 
lower  by  Standard  and  Poor's  or  Ba 
or  lower  by  Moody's  in  most  insti- 
tutional portfolios,  but  that  doesn't  mean 
all  "junk"  bonds  are  trasb.  True,  these 
non investment-grade  bonds  have  greater 
risk  but  many  otter  high  yields  and  large 
capital  gains  potential. 

Noninvestment-grade  issues  tend  to 
move  like  common  stocks  rather  than 
keep  p. ice  w  ith  interest  rates.  The  tate  ot 
such  bonds  depends  largely  on  the  mar- 
ket's evaluation  ot  a  company's  pros- 
pects. Several  highly  speculative  bonds 
sell  at  deep  discounts.  For  example,  the 
Metropolitan  Edison  2008  9%  coupon 
sells  for  $550  and  yields  16.4%,  but  bank- 
ruptcy ot  the  parent  company,  General 


Public  Utilities,  cannot  be  ruled  out, 
however  remote  the  possibility. 

Although  obviously  risky  and  not 
backed  by  government  loan  guarantees, 
the  existing  bonds  of  Chrysler  Corp.  and 
Chrysler  Financial,  a  wholly  owned  sub- 
sidiary, also  offer  high  yields. 

For  real  gamblers  there  is  the  2022 
4'/2%  coupon  bond  of  the  bankrupt  New 
York,  New  Haven  and  Hartford  Railroad. 
This  bond,  currently  m  default,  can  be 
pic  ked  up  for  14  cents  on  the  dollar. 

All  is  not  hard  t  imes  in  funkbondsville. 
The  10%  subordinated  debentures  (2004) 
of  Teledyne  appear  to  he  quite  secure. 
The  bond,  which  yields  12.1%  and  sells 
at  a  discounted  $825,  is  rated  BB  by 
Sixl'  s  because  it  is  subordinated  to  Tele- 


dyne's  quality-rated  debt.  But  if  C 
man  Henry  Singleton  were  to  apply 
cut  cash  flow  to  Teledyne's  total  del" 
could  liquidate  the  entire  amour 
about  six  months.  Many  other  r 
firms  would  need  four  to  six  years 
the  same.  Like  so  many  other  so-c 
lunk  bonds,  Teledyne's  are  only  jui 
the  eyes  of  some  institutional  inves 

A  number  of  junk  bonds  started  o 
lite  as  convertibles — the  option  o 
changing  them  for  common  stock 
stated  price  serving  to  sweeten  the  ( 
nal  offering  and  avoid  a  higher  col 
The  convertible  feature  usually  mo 
lower  yield. 

With  few  exceptions  each  issue  1 
below  has  $65  million  or  more  in  b 
outstanding.  The  relative  safety  of  l 
est  payments  can  be  inferred  fron 
1979  interest  coverage  ratio — with 
caution  that  the  coverage  for  some  b 
will  deteriorate  as  the  economy  shr\| 

Many  investors  are  turning  to  mij 
funds  as  a  less  risky  way  ot  playinj 
junk  bond  game.  For  a  small  sacnfi 
yield  the  funds  spread  the  risk  by  dl 
tying  into  a  large  number  of  issues, 
lunk  bond  funds  on  the  table  below 
presently  yielding  between  9.2' 
13% . — Steve  f&chen 


Straight  interest  bonds— noninvestment  grade 


A  good  many  institutional  portfolio  managers  won't 
touch  these  "junk"  bonds  because  of  their  low  ratings. 


Investors  with  a  taste  for  risk,  though,  just  might  like 
yields  (over  10%)  and  their  potential  for  capital  gains. 


Interest 

Current 

Recent 

S&P's 

coverage 

Coupon 

52-week 

Company 

yield 

price 

rating 

1979' 

% 

Maturity 

price  range 

Indu'.m 

Aveu  Corp 

L'l.  8% 

$  635 

B 

1.47 

71  ,•»,, 

1 993 

$  763'521 

Multicompany 

Buttes  Gas  &  Oil 

13.4 

765 

R 

1.04 

WVa 

1997 

835-580 

Oil  is.  gas 

Chryslcr'Corp 

19.0 

468 

B 

d  2.98 

87s 

1 995 

760-288 

Automotive 

Chrysler  Corp 

18.6 

430 

B 

d  2.98 

8 

1998 

689-283 

Automotive 

Chrysler  Financial 

14.6 

640 

B 

1.14 

9% 

1987 

805-510 

Finance 

Chrysler  Financial 

13.8 

651 

BB 

1.14 

9 

1  986 

824-495 

Finance 

Chrysler  Financial 

14.2 

590 

BB 

1.14 

8.35 

1991 

745-480 

Finance 

Chrysler  Financial 

13.7 

561 

BB 

1.14 

7.7 

1992 

700-450 

Finance 

Chrysler  Financial 

13.5 

545 

B 

1.14 

7% 

1986 

730-464 

Finance 

City  Investing 

12.3 

744 

BB 

1.70 

9Vs 

1997 

850-606 

Multicompany 

FiKjua  Industries 

12.7 

780 

B 

2.64 

97a 

199  7 

880-630 

Multicompanv 

Gelco 

14.3 

1 ,020 

B 

1.33 

14% 

1 999 

1,020-875 

Leasing 

General  Host 

1 1.0 

638 

CCC 

1.56 

7 

1994 

650-470 

Food 

Gulf  Resources  is.  Chemicals 

13.4 

930 

B 

1.77 

12'/2 

2004 

1,000-781 

Mining 

Hum. in. i 

12.9 

910 

B 

1.60 

11.7 

1998 

1,000-705 

Health  services 

(ones  iS  Laughlin  Ind  (LTV) 

12.9 

525 

B 

:  i: 

6% 

1994  • 

570-400 

Multicompany 

[ones  ex  Laughlin  Steel  (LTV) 

13.0 

750 

BB 

4.59 

9V* 

1996 

870-600 

Multicompany 

Loevv's  Theatres  (Loews) 

10.2 

671 

B 

2.59 

67/s 

1993 

809-578 

Theaters,  tobacco 

LTV 

14.1 

779 

CCC 

1.91 

1 1 

2007 

859-583 

Multicompanv 

I 

McCrory  [Rapid-American) 

13.5 

574 

CCC 

2.16 

7Va 

1995 

713-445 

Retail 

Metropol  Edison  (Gen  Pub  Uti 

)  16.4 

550 

BB 

1.60 

9 

2008 

S6S-45F 

Electric  utility 

Mo-Kan-Texas  RR  (Katy  Indl 

default 

190 

C 

1.24 

5'/2 

2033 

270-160 

Railroad 

Missouri  Pacific  RR 

12.1 

413 

BB 

2.60 

5 

2045 

493-364 

Railroad 

NVF 

11.5 

435 

B 

2.55 

5 

1994 

513-345 

Steel 

NY  NH  &  Harttord 

default 

140 

D 

default 

4Vi 

2022 

150-  93 

Railroad 

'Standard  &  Poor's;  FORBES.    J26-weck  price  range,    d:  deficit.    NR:  Not  rated. 


FORBES,  IULY 


Interest 

Current  Recent 

S&P's 

coverage 

Coupon 

52-week 

ny 

yield 

price 

rating 

1979' 

% 

Maturity            price  range 

Industry 

-i  &.  Hartford 

default 

$850 

D  default 

4% 

2007            $  925-760 

Railroad 

n  World  Air 

12.2 

914 

BB 

1.87 

11  Vs 

1986  1,020-781 

Airline 

^ewis 

13.3 

920 

B 

1.65 

\1V* 

1998  990-750 

Oil  &  gas 

a  Inns 

13.2 

756 

B 

1.48 

10 

1993  846-623 

Hotel 

A  m  f*Ti ran 

13.1 

535 

CCC 

1.28 

f 

1994  589-411 

Retail 

American 

10.3 

585 

CCC 

1.28 

6 

1988  631-490 

Retail 

s  International 

13.3 

754 

BB 

15.67 

10 

1999  853-640 

Gambling 

13.1 

870 

B 

5.28 

11% 

1998  995-695 

Office  equipment 

Steel  (NVF) 

1  £  7 

IS.  / 

vUo 

BB 

4.00 

14'/4 

1999  950-800 

Steel 

13.1 

613 

BB 

1.53 

8 

1999  815-505 

Multicompany 

ne 

12.1 

825 

BB 

17.58 

10 

2004  996-696 

Multicompany 

nternational 

15.3 

768 

B 

1.70 

11% 

1996  975-676 

Computer  equipment 

13.2 

870 

B 

0.90 

1997  943-688 

Oil  and  gas 

iVorld  Corp 

13.7 

729 

B 

1.10 

10 

1999  739-580 

Airline 

Brands 

12.6 

726 

B 

1.73 

9'/8 

1998  820-550 

Food  processing 

Airways 

13.2 

855 

BB 

1.41 

1  l'/4 

1994  959-698 

Airline 

12.7 

805 

B 

1.36 

1014 

1997  878-643 

Offshore  drilling 

rd  &  Poor's;  FORBES.  2 

16-week  price  range,    d:  deficit.  NR:  Not  rated. 

Convertible  bonds — bod  investment  grade 

For  the  venturesome  investor  these  "junk"  bonds  offer  two  ways  to  get  capital  gains. 

Premium 

Shares 

of  present 

Interest 

per       Bond  value 

bond  price 

Current 

Recent 

S&P's  coverage 

Coupon 

52-week 

$1,000    if  converted 

over 

»y 

yield 

price 

rating  1979* 

% 

Maturity   price  range 

bond 

now 

conversion 

8.6% 

$  640 

B 

3.58 

5'/2% 

1994     $  730-561 

21.74 

$  432 

48% 

9.2 

600 

B 

1.47 

5% 

1993  730-500 

18.52 

424 

42 

iter  Sciences 

6.5 

920 

B 

4.59 

6 

1994  958-720 

37.04 

764 

20 

Oil 

11.3 

1,010 

B 

2.04 

11% 

2000  950-930 

22.00 

770 

31 

i  Air  Lines 

12.3 

935 

B 

1.68 

11  Vz 

1999  1,019-765 

62.50 

563 

66 

i  Air  Lines 

10.2 

493 

B 

1.68 

5 

1992  550-400 

20.00 

180 

174 

mnsylvania 

10.4 

480 

NR 

1.00 

5 

1993  601-318 

23.26 

116 

313 

dephone  &  Electronics  8.0 

623 

BB 

2.07 

5 

1992  730-520 

22.18 

593 

5 

nan  Corp 

10.0 

1,105 

BB 

1.74 

11 

2000  1,105-1,035 

24.47 

594 

86 

Western  Industries 

5.1 

1,080 

B 

2.25 

5Vx 

1993  1,095-730 

48.80 

878 

23 

9.2 

1,085 

BB 

3.67 

10 

2005  1,090-1,050 

45.75 

1,859 

-42 

ex 

9.9 

530 

B 

2.95 

5'/4 

1990  663-385 

7.02 

110 

383 

dustries 

12.0 

915 

B 

3.02 

11 

2000  920-865 

50.00 

1,431 

-36 

i  World  Air 

9.6 

785 

B 

1.87 

7Vi 

1998  1,190-645 

142.86 

661 

19 

ndustries 

9.8 

915 

B 

1.25 

9 

1995  988-799 

50.63 

759 

20 

ds  Metals 

6.6 

686 

B 

3.53 

4'/2 

1991  755-575 

16.91 

545 

26 

n  Lines 

12.0 

500 

CCC 

1.35 

6 

1994  600-400 

36.36 

209 

139 

Zorp 

4.6 

1,415 

BB 

3.80 

6V2 

2003  1,441-878 

34.48 

1,431 

-21 

Vorld  Air  (Corp) 

11.3 

443 

B 

1.10 

5 

1994  620-365 

18.52 

252 

75 

Vorld  Air  (Corp) 

9.8 

410 

NR 

1.10 

4 

1992  506-330 

14.86 

202 

103 

al 

13.7 

401 

B  d0.46 

5  Vi 

1996  540-335 

39.41 

143 

181 

Brands 

10.8 

510 

B 

1.73 

5V2 

1994  573-410 

18.18 

241 

112 

aboratorics 

7.2 

1,110 

B 

4.61 

8 

2005  1,110-1,038 

38.62 

1,395 

-20 

n  Union 

9.9 

530 

B 

1.10 

5'/4 

1997  600-450 

15.15 

318 

67 

ard  £v  Poor's;  FORBES 

d:  deficit.    NR:  Not  rated. 

Bond  funds— less  than  investment  grade 

Most  of  these  open-end  mutual  funds  have  45%  or  more  of  their  portfolios  invested  in 

junk 

bonds.  Diversification 

reduces  risk,  and  the  investor  gains  liquidity  while  losing  little  yield. 

%  portfolio 

Net 

Total 

%  portfolio 

Net 

Total 

BB  and 

asset 

assets 

BB  and 

asset 

assets 

fund 

under1 

Yield  value 

(millions) 

Name  of  fund 

under 

1  Yield 

value 

(millions) 

en  High  Yield  Invest 

57% 

11.0%  $10  61 

$244 

INA  High  Yield 

58l; 

11.27, 

$10.30 

$  54 

in  Investors  Income2 

49 

9.7  12.14 

13 

Intercapital  High  Yield  Sec  51 

11.9 

14.55 

190 

lor  High  Yield 

75 

11.5  10.71 

57 

Kemper  High  Yield  54 

11.4 

9.90 

99 

1  High  Yield  Sec 

66 

1 1 .0  7.97 

32 

Keystone  B-4 

39 

9.8 

7.40 

362 

d  High-Income  Sec 

37 

10.5  12.86 

59 

Merrill  Lynch  High  Income  57 

11.3 

8.74 

251 

Aggressive  Income2 

58 

13.0  8.77 

97 

Oppenhcimer  High  Yield  77 

12.0 

20.71 

109 

;ld  Securities 

84 

11.3  10.26 

112 

Putnam  High  Yield  Trust  69 

10.9 

16.38 

252 

;t  quarter  1980.  2No-l< 

>ad  fund. 

pper  Analytical  Distributor  Inc  ,  FORM'S 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE 

June  13, 1980 

$150,000,000 

Georgia-Pacific  Corporation 

10.10%  Notes  Due  June  15, 1990 

Price  100% 

plus  accrued  interest  from  June  15, 1980 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 

Blyth  Eastman  Paine  Webber 

Incorporated 

The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Salomon  Brothers 

Bache  Halsey  Stuart  Shields             Bear,  Stearns  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 

Donaldson,  Lufkin  &  Jenrette    Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  E  Hutton  &  Company  Inc. 

Kidder,  Peabody  &  Co.            Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

L.  E  Rothschild,  Unterberg,  Towbin 

Shearson  Loeb  Rhoades  Inc. 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker 

A.  G.  Becker 

Wertheim  &  Co.,  Inc. 

Dean  Witter  Reynolds  Inc. 

lond  market  has  been  a  perilous  place 
ist  12  months,  but  Fidelity  Bank's  fixed- 
ne  investments  have  beaten  the  odds. 

A  model 
hat  really  works 


ie  Money  Men 


er  in  its  history  has  the  bond 
arket  been  as  treacherous  as  in 
ese  past  12  months.  Between 

979  and  mid-March  1980  some 
on  in  market  value  of  corporate 
srnment  bonds  went  up  in 
i  U.S.  interest  rates  climbed  to 
lest  levels.  Then,  in  the  sharp- 
ever,  this  once  placid  market 

about  85%  to  90%  of  that  loss 

weeks. 

y  a  bond  manager  wasn't  whip- 
ne  of  the  rare  exceptions  was 
Minton  Jr.,  vice  president  in 

the  employee  benefit  fixed-in- 
vestments at  Fidelity  Bank  in 
hia.  His  $42  million  fund  out- 
i  every  other  fund  of  its  type  in 
n  in  1977  and  1978. 

the  average  return  for  such 
the  three-year  period  ending  in 
is  been  5%,  Fidelity's  fund  has 
nulative  return  of  16.4%.  Dur- 

when  most  funds  were  losing 
showing  near  zero  or  negative 
Minton's  fund  finished  the  year 
althy  9.46%  return, 
st  year  Fidelity  was  100%  in 
equivalents  when  nearly  every- 
mying  long-term  bonds  at  what 
ke  bargain  prices.  Those  bonds 
by  traps.  While  nearly  everyone 
locked  into  long-  and  medium- 
irities  with  heavy  losses  or  was 

panic,  Fidelity  was  reinvesting 
and  then  intermediate-term  se- 
t  low  prices.  Now  it's  fully  in- 
long-term  bonds,  half  in  Ginnie 

and  most  of  the  balance  in  15- 
)-year  governments — all  bought 
he  bottom. 

i  gives  much  of  the  credit  for 
market  timing  to  Lacy  H. 
!  bank's  chief  economist.  Hunt, 
e  from  Chase  Econometrics  in 
he  creator  and  proprietor  of  the 
anputerized  econometric  mod- 


Fideliiy's  Minton  ( left )  and  Hunt 


Monetary  policy's  the  only  lever  left. 

el,  which  he  uses  to  forecast  interest 
rates.  This  is  one  model  that  really  seems 
to  work.  Not  perfectly,  to  be  sure:  It  has 
given  the  right  cues  a  bit  prematurely  at 
times,  and  an  occasional  wrong  cue  Yet 
for  the  last  three  years  its  projections 
have  been  correct  fairly  consistently. 

Says  Hunt:  "Our  late  March  forecast 
indicated  that  interest  rates  were  peak- 
ing and  that  they  would  decline  steeply 
and  soon.  That  forecast  was  confirmed 
rather  quickly."  That's  something  of  an 
understatement.  By  the  end  of  May  in- 
terest rates  fell  from  a  high  of  207o  to 
around  14'/2%.  "The  rates  dropped  even 
more  rapidly  and  by  much  greater  magni- 
tudes than  we  expected,"  he  adds. 

The  structure  of  the  Fidelity  model 
clearly  reflects  Hunt's  belief  that  mone- 
tary policy  has  a  predominating  influ- 
ence on  spending  and  inflation.  "If  you 
were  to  draw  a  spectrum,"  he  says,  "with 
Paul  Samuelson  at  zero  and  Milton  Fried- 
man at  180  degrees,  our  model  would  he 
at  150  degrees.  We  assume  that  mone- 


tary acceleration  leads  to  increases  in 
spending  and  eventually  to  higher  infla- 
tion. For  example,  monetary  growth 
measured  broadly  (Hunt  and  Minton  in- 
clude repurchase  agreements  and  20%  of 
money  market  mutual  funds]  was  run- 
ning 4%  in  1975.  Last  year  monetary 
growth  was  10% — 2Vi  times  faster.  We 
don't  think  it's  any  accident  that  the 
inflation  rate  went  from  5%  in  1976  to 
maybe  close  to  14%  to  15%  this  year." 

Hunt  takes  little  joy  in  this  situation. 
Monetary  policy  is  the  most  important 
variable,  not  because  it  ought  to  be,  but 
simply  because  it  is  the  only  lever  the 
government  is  capable  of  pulling.  The 
growth  in  government  spending  seems 
to  be  out  of  control.  The  trouble  is  the 
government  isn't  very  good  at  control- 
ling the  money  supply  either.  "Emphasis 
on  monetary  policy  is  a  de  facto  admis- 
sion of  incompetence,"  he  says,  "but  not 
just  of  fiscal  policy.  In  many  instances 
monetary  policy  has  been  just  as  inept. 
During  1977,  1978  and  1979  major  errors 
in  monetary  policy  were  made,  which 
allowed  monetary  growth  to  accelerate 
far  too  rapidly." 

The  trouble  with  making  forecasts  on 
the  basis  of  historical  relationships,  both 
Hunt  and  Minton  acknowledge,  is  that 
models  can  only  predict  a  future  precise- 
ly reproducing  the  past  that's  pro- 
grammed into  them.  To  try  to  deal  with 
breakdowns  in  historical  relationships 
resulting  from  unprecedented  events  like 
the  ml  embargo  of  1974,  they  keep  refin- 
ing their  model  with  all  the  gusto  of 
teenagers  tinkering  with  a  hot  rod.  Of- 
ten, for  example,  they  use  statistics  from 
trade  sources  in  addition  to  those  pub- 
lished by  government  agencies.  They 
also  keep  reevaluating  all  their  assump- 
tions. Says  Hunt,  "Models  must  be  reex- 
amined in  the  light  of  economic  develop- 
ments. We  like  to  think  of  our  approach 
here  as  something  of  a  learning  model." 
Adds  Minton,  "It's  a  little  like  calibrat- 
ing the  sight  on  a  rifle.  We're  always 
striving  to  incorporate  what  we  learned 
into  our  approach." 

There  will  always  be  blind  spots,  of 
course.  They  could  be  something  new 
like  unprecedented  credit  control  or  a 
new  instrument  like  a  money  market 
certificate.  But  they  don't  come  along 
that  often  and  historical  monetary  influ- 
ences tend  to  predominate  over  time. 

Having  good  information  is  one  thing. 
Putting  it  to  effective  use  is  something 
else  again.  Minton  says  that  Hunt  keeps 
him  hopping  in  this  respect:  "If  that 
thing  [the  model]  changes  the  interest- 
rate  forecast,  I  damn  well  better  be  able 
to  react  fairly  quickly  with  the  portfo- 
lio." Reacting  quickly  requires  more 
high-speed  data  processing.  For  Minton, 
it  was  a  little  like  learning  to  drive  at  the 
Indy  500.  Because  even  with  a  model 
helping  you  to  determine  tomorrow's 
bond  prices  and  yields,  there  are  literally 
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The  Gas 
®ption 


Gels* 

Glean  energy  from 
solid  waste. 


Methane  produced  naturally  by  the  decay  of  munic 
ipal  solid  waste  can  be  recovered  and  converted  into  '  < 
pipeline  quality  gas.  It's  economical  energy  pro 
duced  near  urban  centers  with  the  environmental 
benefit  of  utilizing  gases  which  would  otherwise 
escape  into  the  atmosphere. 

•  Today,  two  biogas  projects  in  the  Los  Angeles, 
California  area  are  recovering  enough  methane 
gas  from  landfills  to  supply  over  12,000  homes 
served  by  the  Southern  California  Gas  Company 
These  landfills  have  the  capacity  to  more  than 
double  their  current  output. 

•  Another  biogas  project  is  being  operated  in 
northern  California  by  the  Pacific  Gas  &  Electric 
Company  and  is  expected  to  expand  its  output 
substantially  in  the  next  two  years. 

•  On  Staten  Island,  New  York,  preliminary  field 
tests  are  now  being  conducted  on  a  400-acre  por- 
tion of  a  3,000-acre  fill.  By  early  1982,  this  project 
should  provide  enough  gas  energy  to  heat  16,000 
homes  served  byTheBrooklynUnion  Gas  Company. 


ma 


This  new  technology  for  producing  high  or 
medium  Btu  methane  is  being  developed  or  operat 
ing  at  more  than  a  dozen  locations  throughout  the 
United  States,  and  many  more  projects  are 

supplying  gas  fo 
households  annually, 
methane  from  solar  ano 
developed  as  well 
from  animal  waste,  sewage  and  biomass.  New 
technologies  such  as  these  will  make  an  impor 
tant  contribution  to  our  country's  gas  supplies. 
And  additional  sources  like  Alaskan  gas,  gas 
made  from  coal,  gas  from  tight  sands  and  geo- 
pressured  methane  reserves  can  mean  gas  for 
generations  to  come. 

As  America  moves  to  lessen  its  dependence  < 
foreign  oil  by  fully  developing  its  domestic  enerc 
sources,  the  advantages  of  gas  become  even 
more  significant. Clean,  efficient,  economical  an 
dependable  gas  energy  is  one  option  we  cannot 
afford  to  ignore. 


Gas:  The  future  belongs  to  the  efficient. 

For  more  information,  write  to  the  American  Gas  Association.  Dept  22-DD 1515  Wilson  Boulevard.  Arlington.  Va  22209  ©A  G  A  1980 
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The  Money  Men 


aids  of  different  bonds  to  choose 
;o  structure  a  portfolio.  Says  Min- 
Ne  developed  a  number  ot  portfolio 
jement  models:  basically  computer 
ms  that  converted  interest-rate 
sts  into  an  expected  total  return 
given  portfolio]."  Then  it  was  a 
r  ot  comparing  portlolios  and  con 
g  to  the  one  that  produced  the  best 
ed  total  return.  For  example,  Fidel- 
tinnie  Maes  could  be  replaced  with 
.■nil  bonds. 

ton  goes  on:  "It  was  difficult  to 

portfolio  models  while  managing 
tios  at  the  same  time.  So  the  effort 

be  packed  into  nights  and  week- 
jecause  it  wouldn't  do  us  any  good 
e  until  1981  to  finish  this.  The 
t  wasn't  waiting  for  us." 
re  were  moments  when  the  inter- 
e  forecasting  model  and  Minton's 
ed  total  return  formulas  recom- 
:d  some  really  off-the-wall  invest 
.  For  example,  during  the  first 
r  of  1977,  when  most  active  man- 
vere  fully  invested,  Fidelity's  mod- 

them  to  get  out  of  the  bond  mar- 
itirely.  Suppose  the  model  was 

this  time?  Radical  as  that  forecast 
Linton's  boss,  Paul  Wilson,  never 
oned  what  his  hotshots  proposed, 
e  performance  speaks  tor  itself, 
rently  Hunt  is  predicting  further 
es  in  interest  rates,  perhaps  into 
dy  part  of  1981.  Short-term  money 
t  rates,  he  feels,  could  be  another 
-200  basis  points  lower,  down  to 
6.5%.  Long-term  government 
>erhaps  another  30  or  50  lower  to 
...  The  prime  rate  down  to  10%  or 
'%.  It's  nearly  there  now;  at  some 
it  was  down  to  12%  by  mid-June. 
i  though  he  thinks  the  bond  mar- 
lly  has  a  good  deal  further  to  go, 
n  is  sticking  with  quality  for  the 
nt,  which  means  federal  or  tederal- 
ranteed.  Says  he:  "If  around  Labor 
lie  rally  hasn't  been  stopped  be- 
:if  tax  cuts,  inflationary  shocks  or 
onetary  policy,  then  there  will  be 
portunity  to  sell  long  governments 
ly  long  corporates." 
ton  believes  his  model  ought  to  be 
)  adapt  to  any  foreseeable  future. 
;  has  to  be  a  way  to  reasonably 
.t  interest  rates,"  says  Minton, 
lse  you're  always  doing  that  when 
buying  a  bond  except  you're  doing 
:wards." 

about  common  stocks!1  Says 
"We're  developing  equations  to  do 
)Ut  they're  far  too  rudimentary 
We'll  have  to  look  at  individual 
ries  and  estimate  key  factors  like 
,  costs  and  other  sensitive  eco- 

mdicators." 

that  will  be  a  lot  tougher  than 
iting  interest  rates.— Steven  Flax 
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Electrostatic  Process  Development 

Prototype  Equipment 

Development 

Graphic  Arts 

Reprography 

Development  of  Specialised 
Liquid  b  Dry  Electrostatic  Toners 


Research 
Development 

A  Contract  Research 
Organisation  with  extensive 
R&D  experience  covering  U.S.A. 
Europe  and  Japan. 

•  Encapsulated  Toners 

•  Single  component  magnetic 
toners 

•  Liquid  toners  for  PPC,  Dielectric 
and  Electrofox  copiers 

•  Liquid  Color  Toners  for 
Reprographic  Processes 


Manufacturing  and  quality  control  of  above  products 
can  be  arranged. 

For  additional  information  contact: 

The  Managing  Director, 

Research  Laboratories  of  Australia  Pry.  Limited 
210  Greenhill  Road,  Eastwood, 
South  Australia  5063. 
Phone:  (06)  272  5744 
Telex:  AA  62705 


HIGH  BLOOD  PRESSURE 
IS  HELPING  TO  KILL  ONE-SEVENTH 

OFAMERICA'S  ADULTS. 
AND  THEY  D0NT  EVEN  KNOW  IT. 

Every  year,  hundreds  of  thousands  of  Americans  die 
needlessly  from  heart  disease,  strokes  and  kidney  failure.  Many 
more  are  crippled  for  life.  They  didn't  know  they  had  High 
Blood  Pressure. 

It  strikes  like  a  time  bomb.  The  victim  feels  fine,  but  all  the 
while  the  time  bomb  is  ticking  away.  And  then.,  suddenly,  it 
explodes. 

But  treating  High  Blood  Pressure  is  usually  as  simple  as 
taking  a  pill  every  day.  And  you  can  lead  a  longer,  healthier  life. 

So  when  you  finish  reading  this,  see  a  doctor  or 
visit  a  clinic. 

Because,  it's  a  lot  better  to  know  if  you  have  High  Blood 
Pressure  than  to  die  from  ignorance. 

A 

HIGH  BLOOD  PRESSURE. 
Treat  it. ..and  live. 

The  National  High  Blood  Pressure  Education  Program, 
U.S.  Department  ol  Health,  Education,  and  Welfare. 

A  Public  Service  of  this  Magazine  &  The  Advertising  Council  ^.^j 


Anyone  who  thinks  television  has  to  appeal  to  everybody  should  ta\ 
a  good,  long  look  at  the  big  money  that  religious  broadcasters  a\ 
getting  from  a  small  segment  of  the  television  audience. 


The  electronic  pulpit 


IN 


By  Allan  Sloan 
with  Anne  Bagamery 


THE  SCENE  IS  A  CABLE  television 
convention  in  Dallas,  filled  with 
convention-type  attractions.  On 
the  exhibit  floor,  in  hot  pants,  members 
of  the  Dallas  Cowboys  cheerleading 
squad  autograph  posters.  Las  Vegas 
showgirls  perch  on  stools,  promoting  a 
new  cable  service.  At  a  third  booth,  a  big 
poster  proclaims,  "SIN  Pays." 

And  there,  half  a  dozen  steps  from  the 
booth  of  SIN — the  Spanish 
International  Network — sits 
Bill  Miller  in  the  Trinity 
Broadcasting  Network 
booth,   which   is  bedecked 
with      religious  pictures. 
What's    a    nice  bom-again 
Christian  boy  doing  in  a 
place  like  that?  "These  other 
people  are  here  selling  their 
product,"   says   the  young 
(20),     curly-haired  Miller. 
"We're  here  for  our  purpose, 
selling  the  gospel."  Miller's 
product  is  a  round-the-clock 
lineup  of  evangelical  Chris- 
tian     television  shows, 
beamed  from  Trinity's  stu- 
dios near  Los  Angeles  to 
RCA's     Satcom  satellite, 
which  broadcasts  the  shows 
to  cable  systems  throughout 
the  country.  Miller's  booth  is  )ust  a  small 
part  of  Trinity's  marketing.  Trinity,  a 
fast-growing  $20  million  (revenues)  oper- 
ation, is  so  hungry  for  outlets  it  even 
offers  some  cable  operators  free  equip- 
ment to  take  its  programs.  A  sizable  ca- 
ble system  willing  to  devote  a  full-time 
channel  to  Trinity's  programs  can  get 
Trinity  to  give  it  an  earth  station  capable 
of  receiving  satellite  transmissions — a 
$10,000  package  the  operator  can  also 
use  to  pick  up  Home  Box  Office.  Trinity 
owns  TV  stations  in  the  Los  Angeles  and 
Phoenix  markets,  recently  closed  a  $10 
million  deal  to  buy  a  Miami  station  from 


another  evangelical  operation,  has  a  li- 
cense to  build  a  new  station  in  Oklaho- 
ma City  and  is  seeking  licenses  in  the 
hot  Houston,  Denver  and  Seattle  mar- 
kets. It's  financing  the  Miami  station 
with  a  loan  from  a  Japanese  bank,  and 
paid  the  Outlet  Co.  almost  $50,000  (to 
cover  Outlet's  expenses)  to  get  it  to  drop 
its  competing  Oklahoma  City  bid. 

If  deals  like  these  strike  you  as  unusual 
behavior  for  a  religious  corporation,  you 
are  not  hep  to  what  modern  technology 
is  doing  to  Old-Time  Religion.  The  same 


Trinity  Broadcastings  Bill  Miller  at  cable  TV  convention 
Like  everyone  else,  selling  a  product — the  gospel. 

communications  satellites  that  turned 
marginal  cable  television  systems  into 
gold  mines  and  threaten  to  make  Ted 
Turner  a  household  name  have  trans- 
formed evangelical  television  from  an 
obscure  Sunday  phenomenon  into  a  hot 
new  medium. 

Consider  these  numbers:  One  evan- 
gelical TV  show,  the  Christian  Broad- 
casting Network's  700  Club,  reaches  ca- 
ble TV  systems  with  8  million  subscrib- 
ers— more  cabled  homes  than  Home  Box 
Office  reaches.  The  700  Club  is  also  car- 
ried on  150  television  stations,  almost  as 
manv  as  are  affiliated  with  ABC.  The  700 


Club's  major  religious  rival,  the 
Television  Network's  PTL  Club,  reach 
million  cabled  homes  and  is  carnec 
235  TV  stations,  more  than  are  affil 
with  CBS.  Even  Trinity's  Praise  The 
program,  a  distant  number  three  m 
gious  show  biz,  reaches  2.5  million 
bled    homes — more    than  Showti 
HBO's  biggest  rival. 

Unlike  familiar  TV  preachers, 
started  their  careers  in  revival  tents 
gradually  migrated  to  television,  the 
electronic  evangelists  are  creature 
television,  with  a  style 
owes  more  to  Johnny  Ca 
than   Billy  Graham.  T 
biggest  draw  is  the  relic 
talk  show,  not  flat-out  pi 
pounding.    They're  Mil 
hanesque  "cool"  perform 
at  home  on  the  cool  med 
of    television.    They  d| 
shout  at  you.  They  cajole 
Evangelical  televi: 
comprises  religious  progr 
using  bought  time,  as 
posed  to  conventional 
gious  programs  that  apj 
on    "public    service"  t 
donated  by  TV  stations, 
evangelists  grossed  $600 
lion  last  year.  That's  doi 
what  it  was  two  years 
and  12  times  the  level  of 

  years  ago.  The  three  relig] 

TV  networks— CBN,  PTL  and  Trini 
last  year  grossed  $140  million,  comp; 
with  almost  nothing  five  years  ago. 
ready,  CBN  and  PTL  have  pulled  ahca 
Billy  Graham,  whose  programs  Ij 
been  around  for  25  years  and  groi 
about  $30  million  last  year;  CBN  groi 
$70  million  and  PTL,  $53  million. 

Evangelists  on  the  tube  are  draw 
such  big  bucks  that  the  United  Metl 
ist  Church,  which  for  years  scornedl 
evangelists  as  upstarts,  recently  votel 
raise  $25  million  to  buy  a  TV  stao 
The  U.S.  Catholic  Conference  is  (j 
ducting  a  feasibility  study  of  the  us 
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e  TV.  But  while  the  conventional, 
il  religious  types  wrestle  with 
onsciences  over  the  use  of  show- 
chniques,  the  evangelists  have 
1  away  with  a  good  part  of  the 
lal  audience. 

e's  nothing  unusual  about  raising 

in  the  name  of  God — synagogues 
dues  and  charge  admission  fees  to 
ioly  Day  services,  churches  pass 
ion  plates,  Mormons  are  expected 
.-.  There's  nothing  new  about  elec- 
religion,  either.  A  Christian  TV 
/as  on  the  air  as  early  as  1949,  and 
nen  have  developed 
sive  electronic  con- 
cies.  Remember  Fa- 
^oughlin,  the  "radio 
from  Royal  Oak, 
Remember  Bishop 
f.  Sheen?  What  is  dif- 
ibout  today's  electron- 
ingelism — which,  by 
y,  is  an  almost  exclu- 

Protcstant  phenom- 
is  the  scope  of  it.  Rev- 
is  in  satellite  technolo- 

breakthroughs  in 
ter  applications  and 
/ent  of  cable  TV  sys- 
md  new  over-the-air 
s  are  turning  the  U.S. 
;lobaI  village  and  mak- 
economical  to  "nar- 
t"  to  a  relative  hand- 
supporters.  So  what  if 
■ryone  wants  to  watch 
ous  program?  So  what 
could  never  attract  a 
3art  of  the  prime-time 
ce  with  one?  With 
O-channel  cable  sys- 
)oming  and  new  UHF 
s  coming  on  the  air, 
e  magazines,  can  now 
to  specialized  audi- 
If  you  are  selling  soap, 
ewer  is  pretty  much 
tother;  he  or  she  can 
lly  so  much  of  your 
t.  But  with  religious 
isting,  the  quality  of 
idience  counts,  the 
of  dedication  and 
>ity,  that  is. 
;iously  oriented  TV 
s  number  30  today,  up  from  18 
ars  ago.  They  get  most  of  their 

from  fundraising  telethons  and 
airtime  to  religious  programmers, 
ogrammers,  in  turn,  pay  for  the 
■  by  raising  money  from  viewers. 
;  as  a  program  pulls  in  more  view- 
ers than  it  costs  to  buy  airtime,  no 
res  about  its  ratings.  "If  you're  a 
is  station,  you  don't  have  to  go  to 
3  and  say,  'Here's  my  5  rating,  put 
air  spray  on  my  station,'  "  says 
mfield,  a  Ft.  Worth  media  consul- 
hose  firm,  Business  Communica- 
Inc,  works  for  both  secular  and 


evangelical  broadcasters. 

The  growth  of  narrowcasting — the 
growing  segmentation  of  the  TV  audi- 
ence— has  created  a  gold  rush  for  posses- 
sion of  UHF  channels  that  were,  until 
fairly  recently,  about  as  desirable  as  a 
3  a.m.  advertising  slot.  In  many  major 
markets — Seattle,  Denver,  Houston, 
Tampa  Bay,  Baltimore,  Washington,  San 
Antonio,  St.  Louis,  Minneapolis,  Detroit 
and  Portland,  Ore. — religious  broadcast- 
ers are  slugging  it  out  with  minority 
broadcasters,  subscription  TV  companies 
or  both  in  bitterly  contested  FCC  license 


Jim  Bakker  and  unfinished  auditorium  o)i  PTL's  campground 
Grandiose  plans — but  where  will  the  money  come  from? 


Bill Fore of  National Council oj 'Churches (1.  )withBenArmstrongof'NRB 
While  churches  ponder  TV,  evangelicals  grab  the  viewers. 

proceedings  that  may  go  on  for  years. 
Although  the  religious  broadcasters  be- 
lieve God  is  on  their  side,  they  are  not 
waiting  for  divine  intervention  to  move 
the  FCC.  Instead,  they  hire  people  like 
fames  Gammon,  a  Washington  attorney 
whose  firm  of  Gammon  &  Grange 
makes  a  specialty  of  handling  religious 
broadcasters  in  FCC  license  hearings. 
Gammon,  a  born-again  charismatic 
Catholic  whose  firm  bolds  prayer  meet- 
ings every  morning,  doesn't  advise  cli- 
ents to  turn  the  other  cheek.  "The  facts 
of  life  are  that  if  you  file  for  a  CP  [con- 
struction permit]  for  a  Christian  station, 


someone  else  will  file,"  he  says.  "If 
someone  comes  to  us  with  a  little  Chris- 
tian shawl  on  his  head  and  isn't  ready  to 
fight,  my  firm  doesn't  take  him  on." 

Gammon  is  part  of  the  growing  "old 
boy"  network  in  evangelical  broadcast- 
ing that  encompasses  radio  as  well  as 
television.  There  are  Christian-oriented 
advertising  agencies  and  program  pro- 
ducers, equipment  suppliers  that  give 
discounts  to  religious  stations  and  even 
people  like  Ray  and  Ann  Kassis  of  Cocoa, 
Fla.,  who  have  rented  a  channel  on 
RCA's  new  satellite  and  sell  time  at  dis- 
count rates  to  religious 
broadcasters  who  can't  get 
time  on  one  of  the  three  reli- 
gious networks'  channels. 
There  are  consultants  like 
Steve  Kovach,  owner  of 
Christian  World  Inc.  of  Ft. 
Lauderdale.  For  a  fee,  Kovach 
advises  secular  media  own- 
ers— most  of  whom  are  inter- 
ested in  making  money,  not 
spreading  the  gospel — on 
how  to  go  religious. 

Evangelical  television 
comes  in  two  brands — pure 
and  sugarcoated.  The  pure 
brand,  as  espoused  by  Trinity 
Broadcasting,  is  all-religious 
programs.  The  sugarcoated 
brand  is  exemplified  by  the 
four  stations  owned  by 
Christian  Broadcasting  Net- 
work. This  CBS  of  religious 
show  biz  mixes  family-ori- 
ented shows  like  reruns  of 
Leave  It  to  Beaver  and  /  Love 
Lucy  with  religious  programs 
like  The  700  Club  or  Oral  Rob- 
erts. The  idea  is  to  use  Zwcy 
and  Beaver  to  build  an  audi- 
ence for  religious  shows — 
and  Arbitron  figures  indicate 
that  those  programs  are  far 
more  popular  than  the  reli- 
gious ones.  A  well-run  reli- 
gious station  can  sell  enough 
commercials  on  its  family 
shows  to  make  a  tidy  profit. 
CBN  brags  that  its  Dallas  sta- 
tion, acquired  as  a  gift  from 
Doubleday  &  Co.  in  1973 
(Doubleday  took  a  $2.3  mil- 
lion charitable  donation),  is  "a  money 
machine." 

Listen  to  Keith  Houser,  who's  putting 
the  final  touches  on  Channel  54  in 
Poughkeepsie,  N.Y.  and  plans  to  go  on 
the  air  in  September  with  a  family-reli- 
gious  format.  "We'll  have  no  ads  for  alco- 
holic beverages,  no  four-letter  words,  no 
spots  for  feminine  douches,"  he  says. 
Houser  says  54  will  carry  variety  shows 
like  the  Osmonds',  Paul  Harvey's  news 
program  and  three  hours  or  so  a  day  of 
high-caliber  religious  broadcasting  like 
The  700  Club.  Even  though  New  York  is  a 
bad  market  for  religious  broadcasting — 
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"No  evangelist  has  ever  made  his  budget 
in  New  York,  it's  considered  a  'mission- 
ary market,'  "  Houser  says — he  has  no 
fear.  Narrowcasting  economies,  he  says, 
will  make  it  possible  for  his  investors — 
all  horn-again  Christians — to  make  a  re- 
turn on  their  money.  To  spread  the  gos- 
pel, Houser  says,  the  station  will  give 
religious  broadcasters  a  price  break  on 
the  airtime  they  buy  on  54. 

By  one  of  those  infuriating 
ironies  that  make  human 
events  so  difficult  to  predict, 
their  enemies'  actions  al- 
lowed the  evangelical  preach- 
ers to  dominate  TV  religion. 
In  the  early  1940s  the  infant 
TV  networks  asked  the  Na- 
tional Council  of  Churches — 
then  the  ultrarespectable 
citadel  of  Protestantism  but 
now  left-leaning — to  parcel 
out  the  free  public  service 
airtime  allocated  to  Protes- 
tant churches.  Looking  down 
its  nose,  the  council  locked 
the  evangelical  preachers 
right  out  of  free  TV.  The 
evangelists  founded  a  trade 
association,  National  Reli- 
gious Broadcasters,  and  went 
out  and  scrounged.  Evange- 
lists had  to  buy  their  own 
stations  and  claw  their  way 
into  as  many  markets  as  pos- 
sible. Lacking  free  airtime, 
they  had  to  develop  effective 
techniques  to  draw  viewers 
and  make  money.  That 
forced  them  to  evolve  along 
the  lines  of  commercial  TV: 
lavish  sets,  simplistic  mes- 
sages repeated  over  and  over, 
personality  cults.  Today  "lib- 
eral" ministers  often  preach 
to  nearly  empty  churches,, 
while  the  evangelicals  draw 
huge  audiences  tubeside. 

"We're  modern,  New 
World,  free-enterprise  reli- 
gion," says  Ben  Armstrong, 
the  articulate  executive  di- 
rector of  National  Religious 
Broadcasters.  "The  guys  in 
the  Godbox  [the  National 
Council  of  Churches'  head- 
quarters] are  Old  World  reli- 
gion, where  you  take  what 
you're  given.  We  compete. 
The  reason  we  take  so  much 
flak  is  that  this  competition  flies  in  the 
face  of  what  religion  is  supposed  to  be. 
Churches  are  supposed  to  be  noncompet- 
itive. We're  all  supposed  to  love  each 
other.  That's  Old  World  thinking." 

"The  new  electronic  church  may  be 
good  television,  but  it's  not  good  reli- 
gion," grouses  Bill  Fore,  the  National 
Council  of  Churches'  director  of  commu- 
nication. He  claims  evangelical  TV 
shows  keep  people  out  of  their  local 


churches,  where  they  can  get  real  reli- 
gion. "TV  preachers  aren't  real  minis- 
ters," says  Fore.  "They  can't  marry  your 
children  or  bury  your  dead." 

But  Armstrong  is  flying  high  these 
days,  and  the  people  in  the  Godbox  are 
worried.  They  weren't  much  worried  in 
1965  when  fim  Bakker — who  later 
helped  found  Trinity  and  develop  PTL — 
appeared  on  a  fundraising  telethon  in 


Deus  ex  machina 


If  you  call  The  PTL  Club's  prayer  line  and  talk  to  someone, 
you  not  only  get  solace  and  biblical  quotations,  but  you  also 
get  your  name  entered  in  PTL's  computerized  mailing  list. 
This  is  one  of  the  forms  prayer  line  volunteers  use  when  they 
answer  calls.  You  pay  your  own  nickel  when  you  call  the 
prayer  line.  The  fundraising  number  is  toll-free. 


Prayer 
Request 


1.  0387 

Counselor  — 


FOR  OFFICE  USE  ONLY 

Partner  #   

Trans   

Cash  S   

Cash  Ct>   

Pldg  

Promo   PO 

Appeal   

Cifl  CD   

Tot  Qly   

Shp  Qty   

Ack  CD   

Member  CD   

Address  CD   


COUNSELOR:  PLEASE  PRAY  FOR  EACH  PERSON  INDIVIDUALLY,  lifting  up  IESUS 
and  claiming  the  promises  of  GOD  with  the  person  calling- 

PRAYER  FOR  A:      DMan      □  Woman      OBoy      Cfcirl      DFamily  QSelf 


□  Alcohol 
[3  Anxiety 

□  Arthritis 

□  Asthma 
□Back  Problems 
LJ  Baptism  of  Holy  Spirit 

□  Bone  Fracture 

□  Cancer 

□  Closer  Walk  With  God 

□  Cold 

□  Colon 

□  Depression 

□  Diabetes 

□  Disbelief 

□  Discouragement 


□  Doubts 

□  Drugs 

□  Ear  Trouble 

□  Eye  Trouble 

□  Family  Troubles 

□  Fear 

□  Female  Problems 

□  Financial  Problems 

□  Financial  Help 

□  Flu 

□  Guidance  in  a  Problem 

□  Hemorrhoids 

□  Heart  Trouble 

□  High  Blood  Pressure 

□  Infection 


□  Insomnia 

□  Job 

□  Kidney  Ailment 

□  Marital  Problems 

□  Nervousness 

□  Occult.  Spiritualism 

□  Pain 

□  Smoking 

□  Stomach 

□  To  be  Saved 

□  Traveling  Mercies 

□  Ulcer 

□  Weakness 

□  Other  


Do  you  currently 
PLEASE  PRINT 


nail  irom  PTL7    DYes    DNo       Would  you  like  to!    GYes  CN 


REV 
OTHER 


AddrrM  or  Bo.  Number 


CHANNEL  you  are  watching?  _ 


Is  this  a  CABLE  STATION?    DYes  DNo 


Portsmouth,  Va.  and  cried.  The  telethon 
was  the  last  gasp  of  Christian  Broadcast- 
ing Network,  which  was  nearing  bank- 
ruptcy. CBN's  patrician  founder,  M.G. 
(Pat)  Robertson,  had  left  the  telethon  in 
despair  (see  box.  p  12.3,).  So  effective  was 
Bakker's  emotional  plea  that  pledges' 
flooded  in  and  saved  CBN. 

But  that  was  long  ago  and  things  have 
changed.  Let's  go  to  Charlotte,  N.C., 
where  The  PTL  Club  is  taping  one  of  its 


two-hour  shows.  Everything  is  color 
a  tasteful  shade  of  blue.  On  the  set,  H 
|im  and  Tammy  Bakker  (pronounce* 
ker)  are  sitting  behind  a  desk,  interv 
ing  a  group  of  people  sitting  on  c| 
and  sofas.  On  Bakker's  right  is  thti 
phone  "prayer  line,"  fully  manned 
fore  the  show,  the  warm-up  men  whi 
the  audience,  appealing  to  them  to  I 
their  neighbors  and  say  hello.  Ther 
little  psalm-singing.  An 
the  red  light  goes  on, 
warm-up  men  urge  the  \ 
ence  to  applaud,  which 
do  on  cue  throughout 
program. 

The  production  is  slick 
professional.  The  only 
you  can  tell  it  from  a  rejf 
TV  show  is  that  Jesus'  n 
is  invoked  frequently, 
the  guests  talk  about  tbe 
ligious  experiences  ri 
than  their  latest  books 
prayer  line's  phone  nut 
is  frequently  flashed  on 
screen.  Toward  the  en 
the  second  hour,  Bakke 
comes  more  emotional,  | 
ing  yver  a  stack  of  fillec 
forms  in  which  people 
told  of  their  being  born  £ 
and  having  cures  they  i 
bute  to  God's  power  T 
are  a  few  "halleluiahs" 
"Praise  [esuses"  from  thi 
dience,  and  the  show  I 
Bakker  comes  to  stage 
ter,  thanks  the  audienc 
coming,  attacks  the 
(which  is  probing  allegal 
he  used  money  earma 
for  foreign  mission  activ 
to  pay  local  bills  during, 
nancial  crunch  at  PTL 
years  ago)  and  urges  the  ; 
ence  to  donate  to  help  o 
plete  the  studio  at  F 
problem-plagued  statiol 
Canton,  Ohio.  Bakker  lea 
the  show  is  over,  and  a 
sion  goes  out  of  the  roorl 
This  session  of  The  j 
Club  is  pretty  much  like  l 
evangelical  TV  shows. : 
message  is  simple:  | 
loves  you,  the  nation's  n 
fiber  is  slipping,  give 
heart  to  Jesus  and  he'll 
you  what  you  want.  Th 
little  mention  of  other  aspects  of  Q 
tianity:  giving  to  the  poor,  self-da 
modesty,  being  considerate  of  oo 
The  simple  message  repeated  over 
over  is  perfect  television  and  comfoi 
to  the  listeners.  The  guilt,  the  obligal 
of  Christianity  are  muted;  only  the  ] 
sage  of  hope  and  personal  salvatic 
left.  Ask  not  what  you  can  do  tor 
religion;  ask  rather  what  your  reH 
can  do  for  you. 
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GREAT  BUILDERS  OF  AMERICA 


John  A. 
Roebling 


Washington 
Roebling 


1883:  the  spectacular  Brooklyn  Bridge  opens.  And  engineers  call  it:  "The  Eighth  Wonder  of  the  World." 

The  Roeblings  and  the  Brooklyn  Bridge. 
It's  time  for  a  new  age  to  begin. 

When  the  Brooklyn  Bridge 
opened  in  1883,  our  nation 
celebrated.  The  world's  first 
modern  suspension  span  was 
up.  And  remains  today  a  monu- 
ment to  Roebling  ingenuity. 
Throughout  history,  America's  great  building  projects 
have  contributed  to  the  growth  and  prosperity  of  our  country. 
America's  bridges  now  need  help  in  a  big  way.  One  out 
of  five  is  obsolete  or  structurally  deficient.  The  time  has 
come  for  us  to  rehabilitate  them  or  build  new  ones.  And  the 
sooner  we  act,  the  less  costly  it's  going  to  be. 

Lone  Star  is  America's  leading  cement  company.  We're 
also  one  of  the  biggest  and  most  successful  suppliers  of 
aggregate  and  ready-mix  concrete  for  construction. 
Lone  Star  Industries,  Inc.,  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830.  A  great  American  builder. 


&LONESTAR 


The 
right  mix 
at  the 
right  time 


We've  made  a 
record  commitment 
to  exploration. 

We've  budgeted  a  record  $85 
million  in  1980  to  find  and 

tap  new  reserves  of  natural  gas 
and  oil.  We're  drilling,  by 
ourselves  and  with  other 
energy  explorers,  over  100 

new  wells  on  a  million  acres  of 

leases  in  the  southwestern  and 
Rocky  Mountain  states  and 

offshore  in  the  Gulf  of  Mexico. 


earing  up 
coal  boom. 

ir  Western  coal  gains 
;e  as  an  energy  source, 
art-up  position  last  year, 
d  market  nearly  a 
is  of  coal  next  year 
mines  in  Colorado. 
Coal  Company  has  340 
is  under  lease. 


We've  gone  to  sea. 

Northern  Arrow  and  Northern 
Eagle  I,  our  two  new  ocean-going 
L.P.G.  tankers,  completed  gas 
trials  in  Norway  and  are  now 
operating  in  world-wide  trading. 
Each  has  a  20-million-gallon 
capacity.  Domestically,  we're 
extending  our  capacity  to  produce 
propane,  ethane  and  other 
liquid  fuels  as  demand  for  them 
rises  under  pressure  of  escalating 
prices  of  imported  oil. 

Conversion  to 

natural  gas  accelerates, 

and  we're  ready. 

Northern  Natural  Gas  Company, 
through  its  utility  customers, 
is  ready  to  meet  the  demands  of 
business  and  homeowner  con- 
version to  natural  gas  for  heating 
and  other  purposes.  In  the 
mid-80s  we  look  forward  to  draw- 
ing on  the  31/2  trillion  cubic 
feet  of  natural  gas  we  have  under 
contract  on  the  North  Slope 
of  Alaska. 


Our  new 

cellophane  substitute 
takes  less 
energy  to  produce. 

Industry  is  searching  for  a 
cellophane  substitute  which 
takes  less  energy  to  produce 
and  causes  less  pollution  in 
the  process.  Northern  Petro- 
chemical Company  is  adding 
another  plant  to  meet  that 
need.  It  will  produce  from  15 
million  to  20  million  pounds 
a  year  of  biaxially  oriented 
polypropylene  film  —  a  stiff, 
sturdy,  clear  film  to  replace 
cellophane  in  some  areas  of 
the  packaging  industry. 

InterNorth  is  positioned 
across  a  wide  spectrum  of 
the  energy  front.  Our  strong 
base  in  natural  gas  provides 
stability,  a  dependable 
financial  foundation  for 
other  profitable  ventures  in 
some  of  the  most  promising 
areas  of  the  energy  field. 
That's  the  right  mix  at  the 
right  time. 


For  further  information  call:  Roy  A.  Meierhenry,  Vice  President  and  Treasurer  402-348-4937 


Northern  Natural  Gas  Company  ■  Peoples  Natural  Gas 

Northern  Liquid  Fuels  Company*  Northern  Petrochemical  Company 

Nortex  Gas  &  Oil  Company  ■  Northern  Coal  Company 

Home  Office:  Omaha,  Nebraska 
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CATCH  THE  STARS' 
GREATEST  HITS! 

Tuesday,  July  8  at  8:25  PM,  Eastern 
time. 

That  night  the  baseball  diamond 
at  Dodger  Stadium  in  Los  Angeles  will 
sparkle— as  the  fans'  top  choices  in 
both  leagues  meet  for  the  52nd  annual 
All-Star  Game. 

And  CBS  Radio  takes  you  out  to 
the  ballgame  with  a  couple  of  All-Stars 
of  our  own— Vin  Scully,  who'll  do  the 
play-by-play,  and  Brent  Musburger,  for 
pre-  ana  post-game  coverage  and  color. 

So  don't. miss  the  big  night,  with 
CBS  Radio.  It's  all  part  of  our  exciting 
year-round  coverage  of  your  favorite 
sports. 


THE  ALL-STAR  GAME 
TUESDAY,  JULY  8,  8:25  PM 
ON  THE  CBS  RADIO 
NETWORK  III 

:t825  EASTERN .  7:25  PM  CENTRAL.  6:25  PM  MOUNTAIN.  5:25  PM  PACIFIC 


lthough  the  evangelicals'  message 
ile,  there's  nothing  simple  about 
ay    they    raise    money.  On-air 
are  just  part  of  it.  The  biggest 
mes  from  direct  mail  follow-ups 
ophisticated  computerized  tech- 
that  grow  more  effective  as  com- 
ime  grows  cheaper.  Anyone  who 
on  the  "prayer  line"  or  asks  for 
"love  offering"  has  his  name  put 


into  the  computer,  which  spews  out  per- 
sonalized fundraising  mailings  and  tai- 
lors subsequent  mailings  to  the  results  of 
the  initial  ones.  Anyone  who  doesn't 
contribute  fairly  quickly  is  dropped. 

What  happens  to  all  the  money?  The 
major  piece  of  it  goes  for  television  time 
and  fundraising  expenses.  Quite  a  bit 
goes  into  plant  and  equipment  like  TV 
facilities  and  buildings.  Some,  obviously. 


Turning  the  other  channel 


•  Pat  Robertson  in  control  room  in  Virginia  Beach 


p.m.  in  Virginia  Beach.  A  tall, 
man  in  a  gray  three-piece  suit 
:s  his  elegant  office  and  walks  100 
5  across  a  parking  lot  to  a  small 
;  building.  Overshadowing  the 
ling  are  two  enormous  satellite 
t-station  dishes.  The  man  flicks  a 
;h  on  a  control  panel  and  settles 
The  PTL  Club  logo  leaps  to  1  of  1 6 
ision  screens. 

is  is  one  time  that  M.G.  (Pat) 
•rtson,  president  of  Christian 
icasting  Network,  is  doing  pre- 
y  what  he  claims  he  doesn't  have 
):  keeping  tabs  on  the  competi- 

By  turning  channels  tuned  to 
's  Satcom  satellite,  Robertson 
:>ick  up  the  rival  PTL  Television 
vork's  PTL  Club  show  from  Char- 
,  N.C.  and  Trinity  Broadcasting's 
?  The  Lord  show  from  Tustin,  Cal- 
ith  look  a  lot  like  Robertson's  700 
program — The  PTL  Club  even  has 
same  Williamsburg-style  furni- 

There's  a  reason  for  the  similar- 
lim  Bakker,  who  started  out  as 
:rtson's  co-host  on  The  700  Club 
le  early  Sixties,  went  on  to  help 
d  Trinity  and  develop  PTL  and  is 
Robertson's  biggest  religious 
petitor  for  airtime  and  saved 
i.  Robertson  publicly  embraces 
:er  as  a  "brother  in  the  ministry." 
itely,  however,  Robertson's  asso- 
s  accuse  Bakker  of  stealing  The 
'Jul)  format  and  trying  to  under- 
him  while  both  were  trying  to 
nd  the  show's  market.  Bakker,  in 


turn,  calls  Robertson  a  "wonderful 
man,"  at  least  in  public. 

Robertson  and  Bakker  started  The 
700  Club  in  1963  in  the  seedy  studios 
of  station  WYAH  (from  a  translitera- 
tion of  the  Old  Testament  Yahweh, 
the  ineffable  name  of  God)  in  Ports- 
mouth, Va.  Robertson's  CBN  col- 
leagues claim  Pat  thought  up  the  for- 
mat, a  sort  of  evangelical  Tonight 
show,  which  is  now  the  model  for  the 
most  successful  Christian  shows. 
Bakker 's  associates  at  PTL  say  it  was 
his  idea  and  he  took  it  with  him  to 
Trinity  and  PTL.  When  The  700  Club, 
now  on  more  solid  financial  ground, 
began  syndication  in  1971  from  rent- 
ed studios  in  Charlotte,  Robertson  ac- 
cused Bakker  of  attempting  to  take 
over  the  operation.  Bakker  left  CBN 
for  California.  Shortly  afterward,  peo- 
ple with  hatchets  destroyed  the  set  in 
Portsmouth  where  Bakker  and  his 
wife,  Tammy,  taped  a  children's  pup- 
pet show  for  CBN.  "That  hurt  me," 
Bakker  says.  He  says  he  left  CBN  be- 
cause /( Jesus  told  me  to  move  on,"  and 
says  he  knows  Robertson  wasn't  re- 
sponsible for  having  his  set  axed.  Rob- 
ertson says  the  hatchet  incident  is 
"all  but  forgotten,"  but  admits  he  and 
Bakker  weren't  on  good  business 
terms  until  this  spring,  when  Robert- 
son asked  Bakker  to  plug  a  CBN-spon- 
sored  Christian  rally  in  Washington 
on  The  PTL  Club.  Religious  broadcast- 
ers, it  seems,  aren't  very  good  at  turn- 
ing the  other  cheek. — A.B. 
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We  are  Taiwan 's 
biggest  and  most  experienced 
ba.nk  with  branches  in  every  Taiwan 
population  center  and 
correspondents  in  many  major 
cities  of  the  world.  When  it  comes 
to  banking  and  finance,  we 
know  Taiwan  best.  And  we  are  always 
in  a  position  to  help,  regardless 
of  how  small  the  need  of 
our  clients  may  be. 


BANK  OF  TAIWAN 

P.O.  Box  305,  Taipei,  100, 
Taiwan,  Republic  of  China 
Cable:  TAIWANBANK,  TAIPEI 
Phone:  371-911 1, 371-7171 
Telex:  TP1 1201 ,  TP1 1202 

Chairman:  S.  C.  Liu 
President:  Wilson  C.  P.  Yen 


BPOCK 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


goes  to  the  evangelists  themselves.  Over 
the  years,  regulators  have  tried  to  force 
some  major  evangelists  to  disclose  more, 
and  have  opened  investigations  of  them. 
Jerry  Falwcll  and  Rex  Humhard  have 
been  investigated  by  the  SEC.  The  SEC 
also  forced  Christian  Broadcasting  Net- 
work to  make  financial  disclosures  to 
some  of  its  follower-lenders,  and  the 
Massachusetts  Attorney  General  sued  to 
get  CBN  to  register  as  a  Massachusetts 
chanty  because  it  owned  a  not-for-profit 
TV  station  in  Boston.  CBN  has  since 
transferred  the  station  to  a 
for-profit  subsidiary  based  in 
Virginia. 

A  lot  of  evangelists  live 
nicely.  Rex  Humbard  and  his 
two  sons  recently  managed  a 
$175,000  down  payment  on 
$650,000  worth  of  Florida 
real  estate,  not  long  after  he- 
was  pleading  for  donations  to 
pull  his  Cathedral  of  Tomor- 
row out  of  debt.  Most  of  the 
big-time  religious  show-biz 
types  are  more  professional 
managers  than  pastors.  Take 
[1m  Bakker.  He  and  his  wife, 
Tammy,  draw  $75,000  in  sal- 
ary between  them,  and  their 
expense  allowance  raises  the 
take  to  about  $100,000.  They 
live,  rent  free,  in  a  lavish 
house  provided  by  a  PTL  sup- 
porter, and  they  drive  cars 
PTL  owns.  PTL  buys  the  fan- 
cy suits  Bakker  uses  on  his 
show,  employs  his  brother 
and  sister  and  gives  his  par- 
ents rent-free  quarters. 
Bakker  is  not  making  pover- 
ty wages,  to  be  sure,  but  he- 
has  never  taken  a  vow  of 
poverty.  What  he's  making 
isn't  unreasonable  for  some- 
one who  has  helped  build 
PTL  into  a  $53  million  (rev- 
enues) business.  It's  no  more 
than  a  good  many  fairly  ordi- 
nary doctors,  lawyers  and 
nndlevel  business  executives 
make  these  days. 

And  in  a  way  Bakker  and 
his  brethren  are  business  ex- 
ecutives. If  a  market  does  not 
meet  its  overhead,  out  it 
goes,  regardless  of  how  many  souls  may 
be  being  saved.  What  financial  value  does 
CBN  impute  to  a  "saved  soul"?  "Let's 
face  it,"  says  CBN  President  Pat  Robert- 
son, "we  have  to  save  souls,  and  to  do 
that,  we  have  to  stay  on  the  air,  and  to  do 
that ,  we  have  to  pay  bills." 

The  evangelists  say  the  shows  justify 
themselves,  because  they  are  a  public 
profession  of  faith  in  Jesus  and  are 
spreading  the  gospel.  It's  true  that  some 
people  have  been  helped  by  being  able  to 
pick  up  a  phone  and  call  someone  on  a 
show's  prayer  line — evangelists  claim  to 


have  averted  thousands  of  suicides.  And 
anyone  who  offers  TV  viewers  a  diet  of 
Old,  innuendo-free  sitcoms  as  an  alterna- 
tive to  current  network  soft  porn  cannot 
be  all  bad. 

But  many  evangelists  are  using  their 
shows,  financed  with  tax-deductible  con- 
tributions, not  only  to  preach  the  gospel 
but  to  promote  politicians  and  political 
causes.  In  April  hundreds  of  thousands  of 
the  evangelicals'  followers  descended  on 
the  Capitol  for  "Washington  for  Jesus 
Day."  In  some  places  evangelical  Chris- 


Exhibit  booth  at  religious  communications  convention  hi  Nashville 
A  born-again  "old  boy"  network. 


The  radio  connection 


Religion  is  even  more  pervasive  in  radio  than  in  television. 
Says  Steve  Kovach  of  Christian  World  Inc.:  "The  electric 
church  is  probably  the  salvation  of  the  small-time  am  radio 
station."  Out  of  4,600  am  stations  in  the  U.S.,  more  than 
500 — one  in  nine — devote  themselves  chiefly  to  religious 
broadcasting.  Religion  has  also  claimed  280  of  the  nation's 
5,200  fm  stations.  About  half  of  the  religious  stations  are 
commercial  (the  rest  are  nonprofit  educational),  and  some 
of  them  went  through  several  format  changes  before  click- 
ing with  religion.  Market  segmentation  in  radio  is  much 
more  developed  than  in  television,  where  there  are  far  fewer 
outlets.  In  some  markets,  religious  radio  is  so  entrenched 
that  it's  becoming  specialized.  In  Ft.  Lauderdale,  for  in- 
stance, there  are  five  religious  radio  stations,  ranging  from 
lots-of-sermons-and-religious-music  to  contemporary  soft- 
rock.  "The  only  thing  you  probably  won't  see  is  real  progres- 
sive rock  with  religion,"  says  Kovach.  "You  can't  mix  Pink 
Floyd  with  Jerry  Falwell/'— -A  S 


ings  give  The  PTL  Club  and  The  700  C 
rating  of  less  than  1%  each  of  tin 
tion's  households,  excluding  cable 
senbers.  The  biggest  draw  of  any  s1 
catcd  religious  program,  Arbitron  sai 
Oral  Roberts  with  a  2%  market  a 
That  compares  with  a  41%  audi 
share  for  Dallas  or  25%  for  Charlie 
[•els  By  any  yardstick,  the  evangc 
preachers  have  tapped  only  a  small 
of  the  total  TV  market.  Good  sales 
that  they  are,  the  evangelical  prcat 
regard  this  as  an  opportunity  rather 
a  problem — look  at  all  I 
souls  out  there  to  be  s. 
all  those  contributors  t 
tapped. 

The  TV  evangelists 
grandiose  dreams  of  con 
ing       their  expone 
growth.  CBN  proiects  I 
a  $2  billion  (revenues) 
nization  in  the  1990s, 
expects  its  gross  to  dc 
from  $50  million  this  ye 
$100  million  in  fiscal 
But  they're  overlooking 
thing.  Until  now  the  gn 
of   the    religious  netvi 
(and  some  of  the  indiv 
evangelists     whose  si 
they   distribute)   has  c 
largely  from  the  fact 
they  were  reaching  unta 
markets.  Roger  Flessir 
PTL    estimates  that 
recent  additions  to  its| 
work   outlets,    PTL  sij 
now  reach  96%  of  tho 
homes  in  the  U.S.  Not  n 
room  for  growth  there 
continue  increasing  ei 
entially,  then,  the  rehj 
networks  will  have  to 
market  share  from  othe 


tians  have  become  a  substantial  political 
force.  This  bothers  some  critics  but, 
then,  you  could  make  the  case  that 
church-based  ministers  who  use  their 
tax-sheltered  pulpits  to  attack  multina- 
tional corporations  and  nuclear  power 
are  doing  the  same  thing,  but  aren't  as 
good  at  it. 

Exactly  how  big  is  the  audience  for 
religious  TV?  Because  the  national  TV 
rating  services  do  not  rate  cable,  and 
cable  is  a  big  component  of  TV  evangel- 
ism, it's  impossible  to  say  how  many 
people  watch  the  shows.  Arbitron's  rat- 


not  )ust  continue  to 
markets.  "We'll  be  able 
that,  because  we  will 
prove  our  marketing  am 
grade  the  stations  we're 
Flessing  says. 

Perhaps.  But  meanv 
the  television  evangt 
may  be  committing  the 
sic  error  of  spending  todi 
the  basis  of  the  exponent 
rising  income  they  expei 
morrow.  PTL,  which  two  years  age 
off  10%  of  its  staff  because  of  a  casht 
problem,  is  promoting  a  grandiose  C 
tian  campground  on  1,400  wooded 
in  South  Carolina,  12  miles  froi 
headquarters.  CBN  is  planning  a  ur 
sity,  a  magazine  and  other  large  proi 
none  of  which  seems  self-funding.  ' 
lty  is  taking  on  a  big  debt  load  and 
mining  itself  to  substantial  startu] 
penses  for  its  new  stations.  Perhap 
evangelists  of  the  electronic  cj 
should  remember  what  the  Sen) 
says:  Pride  goeth  before  a  fall.  ■ 
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'illiam  Bray,  managing  director  Europe,  tells  how  A&A  works  from  a  client  's  point  of  view: 


"We  coordinate  multinational  risk  planning 
so  clients  have  uniformity  without  overspending? 


"To  put  together  a  worldwide 
ogram  for  multinationals,  we 
ust  first  understand  their  corpo- 
te  philosophy.  Our  international 
lecialists  and  loss  control  people 
en  visit  all  of  the  major  client 
tes,  gathering  data  through  vari- 
is  risk  analysis  techniques.  After 
viewing  and  analyzing  the  data, 
s  put  together  the  most  imagina- 
m  program  we  can  conceive  — 
le  that  matches  our  client's 
lilosophy  and  complies  with 
rying  local  tariffs  and  legislation. 
/  properly  coordinating  and 
anning  multinational  programs, 
g  can  help  avoid  errors,  dupli- 


cations and  omissions  — thus  pro- 
viding uniformity  of  worldwide 
coverage  with  maximum  cost 
effectiveness.  We  have  skilled 
multilingual  personnel  in  36  coun- 
tries, assuring  the  same  level  of 
service  around  the  globe  that  we 
provide  in  the  United  States." 

Working  from  a  client's  point 
of  view  is  our  way.  In  London, 
where  Bill  Bray  is  based.  And  in 
over  1 10  cities  here  and  overseas. 
That  means  working  as  allies, 
solving  business  problems  to- 
gether. Our  international  network 
does  the  painstaking  field  work 
that  enables  multinational  clients 


to  coordinate  their  far-flung  risk 
management  and  benefits  plan- 
ning into  a  cohesive,  more  cost- 
efficient  package. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and 
financial  services  business.  We 
have  the  facilities,  expertise  and 
strength  to  act  as  effective  allies. 
We  work  from  the  client  s 
point  of  view,         «.  . 
whether  the  cor  jEUQX3T\ClQV 
poration  is  large  Stf^BXBfidiQT 
or  small. 


The  Spanish  people  are  learning  that  democracy  has  obligations 
well  as  privileges.  The  question  is,  Are  they  willing  to  pay  the  price? 


The  price  of 
freedom 


OVERNIGHT  AND  WITH  HARDLY  a 
drop  of  blood  spilled,  Spain  has 
moved  forcefully  into  the  20th- 
century  's  Free  World  camp.  It  was  just  18 
months  ago  that  the  country's  38  million 
long-suffering  citizens — led  by  young 
King  Juan  Carlos  de  Borbo'n  y  Borbo'n  and 
his  contemporary,  Prime  Minister 
Adolfo  Sua'rez — stunned  the  world  and 
themselves  by  overwhelmingly 
adopting  a  liberal  democratic 
constitution  that  turned  Spain's 
back  on  centuries  of  political  re- 
pression and  near-feudal  privi- 
lege, most  recently  under  Gen- 
eralisimo  Francisco  Franco  and 
his  ham-fisted  Falangists. 

Politically  it  is  an  impressive 
showing.  Economically,  howev- 
er, post-Franco  Spain  is  a  sham- 
bles. Preoccupied  with  such  po- 
litically delicate  problems  as 
reconciling  the  army  with  the 
Communists,  the  Basque  and 
Catalonian  regionalists  with  the 
Madrid  centralists,  Spain's 
young  democrats  have  paid  lit-  Kingjiu 
tie  attention  to  economic  prob-    Kou>  *° 


By  Lawrence  Minard 


$12  billion,  and  Spain's  current  trade  ac- 
count is  projected  to  swing  from  a  $1.2 
billion  surplus  last  year  to  a  $2.7  billion 
deficit  for  1980. 

•  Hours  lost  to  strikes  soared  33%  last 
year,  to  171  million. 

•  Accused  of  mismanaging  the  ecpno- 


/;/  Carlos  and  Prime  Minister  Adolfo  Sudrez 
get  Spain's  economy  moving  again. 


lems  that  could  snuff  out  tbe  life  of  their 
still-fragile  political  achievement.  A  few 
signs  of  neglect: 

•  Average  national  unemployment, 
which  rarely  exceeded  5%  during  the 
Sixties  and  early  Seventies,  is  well  over 
10% — the  highest  in  Europe — and  head- 
ing for  12%.  Among  Spanish  workers 
under  25,  the  rate  stands  around  25%. 
Among  workers  in  the  industrialized 
Basque  provinces,  unemployment  is 
nearly  15%,  further  fanning  the  flames  of 
that  region's  already  serious  terrorist 
problem  (see  box,  p.  132).  Meanwhile,  in- 
flation is  fast  approaching  20%,  and 
Spain's  growth  rate  will  probably  drop 
below  2%  this  year. 

•  Corporate  profits  are  squeezed.  Pri- 
vate investment  has  been  falling.  Tourist 
revenues  (nearly  $6  billion  last  year)  and 
expatriate  remittances  are  stagnating, 
the  country's  oil  bill  is  set  to  double,  to 


my,  Prime  Minister  Sua'rez  was  sublett- 
ed late  in  May  to  democratic  Spain's  first 
vote  of  no  confidence.  Thanks  largely  to 
abstentions,  Sua'rez  won  the  vote,  but  by 
a  precarious  166  to  152  margin. 

Confronted  with  what  Spanish  news- 
papers are  calling  la  crisis  econdmica — not 
to  mention  soaring  crime  rates  and  ki- 
osks crammed  with  offensive  pornogra- 
phy— many  Spaniards  are  beginning  to 
ask:  Were  we  better  off  under  El  Caudillo 
and  his  repressive  Guardia  Civil  i1 

Franco,  who  died  peacefully  in  bed  at 
83,  was  lucky  in  his  final  15  years  in  the 
saddle.  Those  years  coincided  with  a 
Western  European  economic  boom  that 
spilled  over  onto  Spain  no  matter  how 
high  Franco  built  his  autocratic  walls. 
Tourists  by  the  tens  of  millions  pumped 
the  economy  full  of  hard  currency  that 
financed  huge  shipyards,  steel  mills,  tex- 
tile factories  and  hydroelectric  plants,- 


the  number  of  tractors  working  the 
soared  from  less  than  100  in  19- 
nearly  500,000  last  year.  Peasant  bta 
streamed  off  the  southern  farmlanc 
new  factory  jobs  in  the  northea 
Basque  region  and  Catalonia,  as  w 
abroad.  Today  less  than  20%  of  S| 
13  million  work  force  works  the 
That  compares  to  Greece's  28%,  P 
gal's  30%,  Italy's  16%\ 
Spain's  42%  in  1960. 

Throughout  the  1960s! 
right  up  to  Franco's  deal 
Nov.  20,  1975,  Spain's  ecaj 
grew  at  real  annual  rates  c 
and  8%,  second  among  Oi 
zation  for  Economic  Cocj 
tion  Si  Development  coui 
only  to  Japanese  growth 
From  a  country  whose  per 
ta  national  product  was  $3 
1960,  Spain  grew  to  have 
vate  per  capita  consum 
only  slightly  below  Bntan 
1976  ($2,300  compared 
$2,6001.  Today  one  Spani4 
eight  owns  a  car. 

What's  going  on  here-'  G 


democratic  government  deliver  the 
prosperity  as  Franco's  dirigiste  pol 
did'  It  can,  but  only  if  the  democrat) 
convince  the  voters  of  the  necessi| 
bear  the  costs  as  well  as  enjoy  the  1 
fits  of  their  new  democracy. 

"Any  political  revolution  must  be 
for  in  blood  or  in  money,"  says 
Ebstein,  director  of  Spain's  big  Ban 
Bilbao.  "Fortunately  our  revolution 
very  little  blood.  Unfortunately,  we 
expect  that  it  will  cost  us  a  great  d< 
money." 

The  problem  is  the  classic  one: 
dom  versus  order.  When  Franco  dice 
of  King  Juan  Carlos'  first  steps  wi 
recognize  unions  and  give  the  wrj 
the  right  to  strike.  Employers,  o« 
other  band,  have  yet  to  be  given  the 
to  fire.  That  won  Juan  Carlos  the  suj 
of  the  well-organized  Communist 
Socialist  parties.  But  it  also  raised 
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<6"  supermarket  in  Madrid 

the  improvement,  economic  problems  could  undo  a  still-fragile  political  achievement. 
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An  old  Falangist  mourns  the  death  of  Generalisimo  Francisco  Franco 

Without  El  Caudillo  to  discipline  them,  will  newly  democratic  Spaniards  discipline  themselves? 


dangerously  for  Spanish  industry,  an  in- 
dustry that  retains  a  heritage  of  ineffi- 
ciency and  rigidity  from  Franco's  time. 

Consider  one  glaring  example.  Spain's 
old-line  automobile  maker  is  SEAT,  a 
partnership  between  the  government 
(39%),  Italy's  Fiat  (41%)  and  private 
Spanish  banks  and  investors.  Founded  in 
the  mid-Fifties,  when  "import  substitu- 
tion" [i.e..  protectionism)  was  the  watch- 
word, SEAT  has  been  required  by  law  to 
build  cars  with  a  90%  Spanish  labor  com- 
ponent. What  that  means  in  practice  is 
that  SEAT  must  produce  not  only  cars 
but  also  many  of  the  machine  tools  it 
needs  to  make  the  cars. 

A  few  blocks  down  Madrid's  tree-lined 
Avenida  del  Generalisimo  from  SEAT'S 
headquarters  are  the  offices  of  Ford 
Esparia.  With  personal  assistance  from 
King  [uan  Carlos,  Ford  in  1976  opened  a 
$750  million  factory  in  Valencia.  Because 
Ford,  under  a  specially  passed  "Ford 
Law,"  must  export  at  least  two-thirds  of 
its  production,  it  can  import  up  to  33% 
of  its  component  needs. 

Now  compare  the  two  companies: 
Ford  Expana's  capacity  is  around  270,000 
cars  per  year;  SEAT'S  is  330,000.  Yet 
Ford  employs  just  10,000  workers  to 
SEAT'S  32,000.  Not  surprisingly,  Ford 
Esparia  contributed  handsomely  last  year 
to  the  $1  billion-plus  profit  Ford's  Euro- 
pean division  turned  in.  SEAT  lost  over 
$200  million  on  revenues  of  $1  7  billion 


last  year,  and  is  expected  to  do  likewise 
this  year. 

Last  year,  with  its  inventory  hitting 
90,000  cars,  SEAT  asked  the  government 
for  permission  temporarily  to  lay  off — 
not  fire — a  portion  of  its  work  force.  The 
government  reluctantly  agreed — but  six 
months  later  and  after  rriuch  of  the  dam- 
age was  done. 

A  real  horror  story  of  Franco  econom- 
ics saddling  the  new  government  is  the 
Institute)  Nacional  de  Industria  (INI),  the 
monolithic  state  holding  company  that 
employs  around  250,000  workers  (nearly 
3%  of  Spain's  industrial  work  force)  and 
accounts  for  one-third  of  the  country's 
capital  investment.  On  gross  revenues 
last  year  of  about  $15  billion,  INI  lost 
over  $700  million,  on  top  of  an  $820 
million  loss  in  1978.  INI's  aristocratic 
Chairman  lose  Miguel  de  la  Rica,  recent- 
ly brought  in  from  private  industry  to 
stem  the  bleeding,  told  Forbes:  "We  plan 
to  create  a  private  sector  mentality  in 
our  public  sector."  But  without  the  right 
to  get  rid  of  INI's  excess  labor  baggage, 
what  kind  of  private  sector  mentality 
can  de  la  Rica  create?  Fiat's  Giovanni 
Agnelli  understands.  He  agreed  to  take 
over  most  of  INI's  shares  in  SEAT  after 
Fiat  and  INI  had  agreed  to  invest  nearly 
$1  billion  in  new  plant  and  equipment. 
Last  month,  however,  Fiat  backed  out  of 
the  deal. 

For  all  its  progress  during  the  1960s, 


Spain  remains  in  many  respects  a  j 
country.  The  big  cities — Madrid,  Ba 
lona  and  Bilbao  in  particular — have  p 
pered.  But  drive  the  lonely  two-lane  i 
connecting  Madrid  with  Valencia, 
white-washed  villages  shimmer 
chantmgly  from  a  distance.  But  ell 
inspection  yields  dirt  streets,  outc 
plumbing  and  barely  enough  electri 
to  fire  an  overhead  bulb.  A  pertir 
statistic:  Last  year  Spain's  electri 
generated  per  capita  was  just  two-th 
the  EEC  average. 

To  ask  working  people  to  make  S2 
fices  under  these  conditions  is  both 
kind  and  dangerous;  they  have  littl 
give  up.  But  how  do  you  make  mdu 
efficient  if  you  force  it  to  employ  d 
people  than  it  needs?  That  is  the  dil 
ma.  As  Dr.  lose  Luis  Leal,  the  bfl 
young  minister  of  econorhics  who  s| 
most  of  his  adult  life  teaching  econoq 
in  exile  in  France,  told  us: 

"Yes,  we  know  we  must  liberalize 
unshackle]  the  economy.  We  wani 
But  we  cannot  do  too  much  too  quic 
We  mi  st  move  slowly." 

The  hope  is  to  get  private  investrt 
flowing  again  and  thus  create  new 
for  workers  who  now  are  either  url 
ployed  or  creating  an  unneeded  bui 
on  private  payrolls.  But  faced  with  po 
cal  uncertainty,  falling  profits,  labors 
tancy  and  20%  interest  rates,  Spal 
capitalists  prefer  instead  to  ship  t 
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ilk  handling  systems  of  almost  every  description  depend  on 
:ket  loaders  of  some  kind  for  the  primary  input.  For  feeding 
eening  plants,  industrial  conveyors,  elevators  and  gravity  systems, 
market  a  range  of  versatile  4-wheel-drive  machines  with  bucket 
3S  up  to  seven  cubic  yards.  Most  of  our  models  also  find  application 
Dgging  and  construction,  major  sectors  of  the  overall  North 
lerican  loader  market  of  more  than  ten  thousand  units  annually.  Your 
uiries  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


"  Jardines  - 
Significant  growth" 


Extracts  from  the  1979  Statement  to  Stockholders 
by  Mr  D.K.  Newbigging,  Chairman  and  Senior 
Managing  Director,  Jardine,  Matheson  &  Co.,  Ltd. 
The  Annual  General  Meeting  was  held  on  18th 
June,  1980. 


Jardines'  consolidated  net  earnings  for  the  year 
ended  31st  December,  1979,  after  tax  and  minority 
interests,  but  before  extraordinary  items,  were 
US$81.7  million,  20%  more  than  the  1978  earnings 
of  US$68.0  million.  Earnings  per  stock  unit  of 
US$0,377  were  17.0%  above  the  US$0,322  achieved 
in  the  previous  year. 

Extraordinary  items  amounted  to  a  further  net 
surplus  of  US$7.5  million,  compared  with  US$  1.9 
million  in  1978. 

A  final  dividend  equivalent  to  US$0. 122  makes 
a  total  of  US$0. 166  for  the  year,  representing  an 
increase  of  1 5. 5%  over  the  1978  total  of  US$0. 1 44 
per  stock  unit.  In  addition,  a  free  scrip  issue  of  3 
stock  units  for  every  20  held  is  recommended. 


1979 

1978 

US$  m 

US$  m 

Turnover 

1,159.1 

1,048.1 

Profit  before  tax 

123.1 

103.1 

Tax 

(24.9) 

(25.2) 

Profit  after  tax 

98.2 

77.9 

Minorities 

(16.5) 

(9.9) 

Profit  after  tax  and  minorities 

81.7 

68.0 

Net  exchange  translation  differences  11.1 

17.5 

Extraordinary  items 

7.5 

1.9 

Total  profit  available  for 

appropriation 

100.3 

87.4 

US$ 

US$ 

Earnings  per  stock  unit* 

0.377 

0.322 

Dividends  per  stock  unit 

0.166 

0. 144 

'Before  net  exchange  translation  differences  and  extra- 
ordinary items. 

Currency  converted  from  HK$  at  middle  market  closing 
rates  at  year-end. 


Disposal  of  certain  assets  and  investments 

During  1979,  Jardines  took  several  significant 
steps  towards  improving  the  underlying  basis  of  its 
recurrent  earnings  by  disposing  of  a  number  of  loss- 
making  or  low-yielding  assets  and  investments.  The 
most  important  of  these  disposals  was  the  sale  of 
Toft  Bros.  Industries  Ltd,  an  Australian  subsidiary 
manufacturing  sugar  harvesting  equipment.  Reunion 
Properties  Company  Ltd,  a  subsidiary  in  the  United 
Kingdom,  was  also  sold  for  cash  at  net  asset  value. 

These  disposals,  coupled  with  continued 
emphasis  on  cash  generation  and  conservation  in  our 
operations,  resulted  in  strong  short-term  cash 
resources  at  the  year-end. 

Results  from  quoted  subsidiaries  generally  excellent 

In  October  1979,  Jardine  Securities  Ltd 
became  a  subsidiary  of  the  Company.  Its  results  for 
the  year  ended  30th  June,  1979  showed  a  satis- 
factory increase  in  income. 

The  results  from  the  Group's  other  publicly 
quoted  subsidiaries  were  generally  excellent. 
Jardine  Davies  Inc.  in  the  Philippines  continued  the 
recovery  begun  in  1978,  and  reported  a  net  profit 
after  tax  and  minority  interests  of  US$1.9  million. 
Fleetways  (Holdings)  Ltd  in  Australia  reported  a 
16%  increase  in  net  earnings  to  US$1.5  million. 
Rennies  Consolidated  Holdings  Ltd  in  Southern 
Africa  reported  a  41%  increase  in  1979  to  a  record 
US$12.3  million.  Zung  Fu  Company  Ltd  in  Hong 
Kong  also  had  a  record  year,  reporting  net  profits  of 
US$6.8  million. 

During  1979,  we  made  final  payments  totalling 
US$20  million  in  respect  of  our  investment  in 
Transporting  and  Trading  Company  Inc.  (TTI), 
bringing!  the  cost  of  our  40%  holding  to  US$100 
million.  Now  that  the  amount  finally  payable  has 
been  determined  we  have  considered  it  prudent  to 
charge  the  total  payments  made  to  the  vendors, 
amounting  to  US$3  5.8  million  which  is  not 
represented  by  tangible  assets,  as  an  extraordinary 
expense  in  the  year  under  review.  The  four  principal 
operating  associates  of  TTI  produced  satisfactory 
results  in  1979  and  future  prospects  for  the  TTI 
group  remain  encouraging. 

In  Hong  Kong  all  sectors  of  business  do  well 

Trading  and  Light  Industry  was  once  again  a 
mainstay  of  Jardines'  operations  in  1979.  In  Hong 


the  continued  growth  of  the  economy 
d  all  sectors  of  our  business  to  do  well, 
s  from  our  trading  activities  in  Southern 
and  North  East  and  South  East  Asia  were  also 
ctory,  while  in  Hawaii  the  acquisition  of  the 
des-Benz  franchise  added  a  further  activity  to 
H.  Davies&  Co.,  Ltd. 
ur  Transportation  interests  continued  to 
:r  in  1979.  We  have  expanded  our  shipping 
vhich  currently  stands  at  29  ships  totalling 
cimately  1.6  million  dwt,  including  seven 
iildings  currently  on  order.  All  are  fixed  on 
ible  medium  to  long-term  bareboat  or  time 
rs,  with  the  exception  of  two  newbuildings. 
ur  Airways  Division  in  Hong  Kong  had  an 
snt  year,  as  did  our  airfreight  operations  in  the 
1  Kingdom  and  Southern  Africa, 
ur  Group  insurance  operations  made  a  higher 
bution  to  earnings  in  1979,  with  Lombard 
nee  Company  Ltd  reporting  increased  profits, 
surance  broking  interests  also  had  a  satis- 
y  year  and  these  operations  are  now  co- 
ted  on  a  worldwide  basis  from  Hong  Kong 
andon.  Although  Jardine  Fleming  &  Company 
ur  merchant  banking  associate,  failed  to 
the  record  profits  of  1978,  all  areas  of  its 
ss  made  satisfactory  progress  in  operational 

ur  property  interests  were  extensively 
nized  in  1979,  with  the  Group  substantially 
»ing  its  shareholding  in  The  Hongkong  Land 
iny  Ltd. 

ur  investment  in  the  sugar  industry  produced 
ctory  returns  in  1979  from  growing  and 
» in  Hawaii,  and  from  milling  in  the 
5ines.  Prospects  for  our  sugar  operations  look 
in  the  forthcoming  year  than  for  some  time, 
gh  much  will  depend  on  price  trends  over  the 
ider  of  this  year. 

e  China  developments  announced  in  early 

ur  office  in  Beijing  (Peking)  has  continued  to 
focal  point  for  our  business  in  and  with 
although  a  second  office  will  shortly  be 
shed  in  Guangzhou  (Canton).  This  deals  with 
range  of  our  more  traditional  export  and 
t  activities,  which  have  been  extended  to 
ce  joint-venture  industrial  investments  and 
:nsation  trading.  The  diversity  of  these 
its  can  be  demonstrated  by  two  developments 
need  in  March  1980.  The  first  was  the 


establishment  of  China  Schindler  Elevator  Co.  Ltd, 
to  manufacture  and  distribute  lifts  and  escalators 
both  within  China  itself  and  for  export,  in  which  the 
partners  are  China  Construction  Machinery 
Corporation,  Schindler  Holdings  AG  and  Jardine 
Schindler  (Far  East)  Holdings  SA.  The  second  was 
the  announcement  of  our  agreement  to  underwrite 
the  British  mountaineering  expedition  to  Mount 
Kongur^in  Xinjiang  (Sinkiang)  Province. 

Achievement  of  two  major  objectives  in  1979 

1979  saw  the  achievement  of  two  objectives 
towards  which  we  have  worked  over  the  past  few 
years:  the  disposal  of  several  unprofitable  or  low- 
yielding  investments,  and  a  substantial  improvement 
in  the  quality  and  proportion  of  our  recurrent 
earnings.  During  this  period  we  also  placed  great 
emphasis  on  the  improvement  of  the  ratio  of  our 
debt  to  stockholders'  funds.  However,  we  may  be 
prepared  to  relax  this  policy  to  take  advantage  of 
opportunities  which  arise  for  new  investment. 

Further  significant  earnings  growth  expected  in 
1980 

On  the  international  front,  1980  has  started 
with  political  problems  in  the  Middle  East,  and 
economic  problems  and  recessionary  fears  in  many 
countries  in  the  world,  not  least  the  USA.  Notwith- 
standing these  political  and  economic  uncertainties, 
Jardines  face  the  future  with  confidence.  Our  record 
profits  in  1979  are  over  ten  times  those  we  reported 
for  1969,  and  there  have  also  been  substantial 
increases  in  earnings,  dividends,  and  net  assets  per 
stock  unit  during  the  same  period. 

In  the  more  immediate  future,  we  expect  1980 
to  be  another  good  year  for  Jardines  and  anticipate 
further  significant  growth  in  net  earnings  at  a  rate 
similar  to  that  achieved  in  1979. 


D.K.  Newbigging 
Chairman 


Hong  Kong,  15th  April,  1980 


The  Annual  Report  is  available  from  the  Company 
Secretary. 


JARDINES 


line,  Matheson  &  Co.,  Ltd,  Connaught  Centre,  Hong  Kong 


money  to  safer  havens,  Argentina  being 
especially  popular.  The  bright  spot  in 
recent  years  has  been  foreign  invest- 
ment: $1.2  billion  worth  last  year  alone, 
mostly  from  U.S.  companies.  One  psy- 
chological as  well  as  financial  boost  came 
last  summer  when  General  Motors  an- 
nounced it  will  begin  construction  of  a 
$1  billion-plus,  270,000  cars-a-ycar  fac- 
tory in  Zaragoza,  200  miles  northeast  of 
Madrid. 

In  a  sense  the  current  eco- 
nomic crisis  is  a  test  to  mea- 
sure whether  Spain's  new  de- 
mocracy is,  at  bottom,  via- 
ble. There  is  plenty  of 
evidence  that  it  is  viable.  Ear- 
ly this  year,  for  example,  the 
Sol  ialist  Party's  1 .5  million- 
member  trade  union  group, 
Union  General  de  Trabajos, 
and  the  employers'  associ- 
ation, Confedcracio'n  Espa- 
riola  de  Organizacion.es  Em- 
presariales,  agreed  that  wage- 
increases  for  the  coming  year 
will  not  exceed  14%  in  the 
case  of  financially  healthy 
companies,  and  4%  for  weak 
ones.  The  Communist  Par- 
ty's 1.5  million-member 
union  group  Comisiones 
Obreros  tried  strenuously  to 
sabotage  the  agreement,  but 
failed.  And  according  to  the 
latest  available  figures,  the 
number  of  hours  lost  because 
of  strikes  dropped  from  62 
million  in  the  first  two 
months  of  197°  to  50  million 
for  the  same  period  in  1980. 

The  tax  system,  too,  is  be- 
coming more  equitable.  Un- 
der Franco,  tax  evasion  was 
considered  a  national  sport. 
In  1970,  for  example,  of  the 
$3.5  billion  raised  from  di- 
rect and  indirect  taxation, 
nearly  70%  was  accounted 
for  by  the  latter.  To  swing 
the  country  into  line  with 
Common  Market  countries 
(and,  long  term,  to  encourage 
rational  government  spend- 
ing by  spelling  out  its  cost  on 
paychecks),  the  government 
last  year  cut  rates  (to  a  maxi- 
mum 40'%>  on  personal,  and 
33%  on  corporate,  incomes), 
beefed  up  its  enforcement 
staff  and  let  the  news  media 
publish  the  tax  payments  of 
numerous  leading  politicians 
and  businessmen  (Forbes, 
May  28,  1979). 

So  far  the  ploy  has  worked: 
Of  the  $20  billion  collected 
last  year,  over  50%  came  in 
the  form  of  income  taxes. 

"I  don't  think  anyone  real- 
ly enjoys  paying  their  taxes 


now,"  says  Jose'  de  Borbo'n,  the  cosmo- 
politan young  chief  manager  of  interna- 
tional banking  at  the  big  Banco  Viscaya. 
"But  we  all  recognize  that  tax  reform 
was  necessary  for  Spain  to  become  a  real 
democracy." 

It's  a  good  sign,  too,  that  Economics 
Minister  Leal  understands  the  problem 
of  saddling  business  with  too  many  so- 
cial costs:  "Labor  has  become  too  expen- 


Blood  in  the  streets  of  Bilbao 


One  morning  in  April  Count  Aresi  entered  the  lobby  of  his 
Bilbao  office  building,  saw  an  out  of  order  sign  on  the 
elevator,  climbed  the  stairs  to  his  office  and  was  gunned 
down  in  the  stairwell.  The  murderers  were  the  Euskadi  Ta 
Askatasuna  (ETA),  the  fanatical  Basque  separatist  organiza- 
tion. Babbling  a  weird  blend  of  Leninist  and  Hitlerian  rhet- 
oric including  claims  of  the  Basques'  genetic  superiority,  the 
ETA  has  so  far  this  year  claimed  responsibility  for  32  cold- 
blooded killings  on  top  of  about  100  since  1968. 

Rumor  has  it  that  the  ETA  is  )ointly  financed  by  Libya's 
bizarre  dictator,  Qaddafi,  and  the  KGB.  It  is  a  cold  fact, 
though,  that  much  of  the  killing  budget  comes  from  the 
"revolutionary  tax"  that  the  ETA  levies  on  local  business- 
men. It  works  like  this:  The  businessmen  routinely  receive 
a  letter  asking  for  revolutionary  taxes  to  help  fight  centrist 
Madrid's  repression  of  the  Basques.  The  request  often 
ranges  from  $75,000  to  $300,000  per  businessman,  payable 
in  cash  across  the  French  border,  usually  near  Biarritz. 

And  if  you  don't  pay,  the  letter  concludes,  we  will  simply 
kill  you — and  they  will,  as  the  case  of  Count  Aresi  proves. 

A  tiny  (and  probably  diminishing)  minority  of  Basques 
support  the  ETA  killers,  but  as  economic  stagnation  grips 
Spain  (see  story),  there  is  a  real  danger  that  the  ETA  could 
develop  more  sympathy. 

Many  Basque  businessmen  have  fled  the  area  for  the 
relative  safety  of  Madrid.  Good-bye,  iob  creators.  One  man 
who  has  stayed  and  refuses  to  pay  the  revolutionary  taxes  is 
Luis  Olarra,  47,  a  barrel-chested,  cigar-chomping  entrepre- 
neur who  in  23  years  has  built  his  Bilbao-based  Olarra  Group 
from  nothing  into  a  $200  million  (sales)  specialty-steel  pro- 
ducer. "The  ETA  knows  I  won't  pay  because  I  have  [repeat- 
edly] said  so — publicly,"  Olarra  explained  to  Forbes.  As  a 
result,  he  continued,  "they  [the  ETA]  want  to  make  an 
example  of  me." 

To  make  sure  that  doesn't  happen,  two  full-time  body- 
guards live  in  Olarra's  sprawling  mansion  outside  Bilbao — 
with  four  more  on  the  watch  outside  the  house — protecting 
Olarra's  wife  and  eight  children.  Three  cars  tail  Olarra 
wherever  he  goes.  Olarra  himself  goes  forth  armed  with  a 
walkie-talkie  and  a  pistol. 

Violence  and  fanaticism  have  marred  much  of  Spain's 
history.  The  ETA  killers  are  a  throwback  to  those  bad  old 
days  and  a  threat  to  the  budding  democracy—  L.M. 


Tight  security  has  not  stopped  the  Basque  terrorists 


sive,"  he  says,  noting  that  contributil 
to  Spam's  social  security  system  (wll 
includes  unemployment  insurance)  I 
come  to  around  30%  of  wages,  am| 
the  very  highest  rates  in  Europe.  "S( 
are  proposing  that,  by  1984,  the  state 
contribute  20%  to  the  Social  Securl 
In  short,  some  of  the  burden  will 
transferred  from  business  to  the  soc| 
as  a  whole. 

If  the  infant  Spanish 
mocracy  can  thus  acce]| 
modicum  of  economic  d[ 
pline — and   if   Spain   is  I 
lowed,  by  France,  to  joip|| 
Common  Market  in  19£ 
1984 — its  prospects  for 
vival  are  excellent.  Certal 
the  Spanish  masses  are 
likely  to  succumb  to  Mail 
blandishments   and  sull 
tute  one  form  of  autoc 
for  another.  Abiho  de  Ou  I 
Ford  Esparia's  shrewd  D  I 
tor  of  External  Affairs,  tel 
popular    Spanish    joke. I 
Communist  priest  is  trl 
to    recruit    an  Andalul 
peasant  for  the  Party. 

Peasant:  "What  is  ( 
munism,  Father!"' 

Priest:  "Communisrrl 
when,  if  you  have  two  fad 
you  keep  one  and  give'| 
other  to  the  Party." 

Peasant:  "Hey,  til 
great.  I'll  sign  up." 

Priest:  "Or  if  you  have) 
houses,  you  keep  one- 
give  the  other  to  the  Parti 
Peasant:  "Fantaf 
Where  do  I  sign!"' 

Priest:   "Or  suppose 
have  two  bicycles  .  .  .' 

Peasant:  "Hold  it,  Pad| 
haim  two  bicycles." 

One  especially  articn| 
Spanish  businessman 
plained  why  he  is  optimj| 
about  the  future: 

"You  have  to  remeri 
that,  after  35  years  of  III 
co,  no  one  really  believe| 
the  new  democracy, 
government  said  pornil 
phy  was  legal,  but  people! 
to  publish  and  buy  porno| 
phy  to  see  if  it  really 
legal.  A  legal  strike  wll 
completely  new  conjl 
and  all  the  workers  wa 
to  try  a  legal  strike.  Soj 
year  we  had  a  lot  of  strj| 
The  new  democracy 
like  a  fever:  You  ha\| 
pique,  and  then  it  cj| 
down  as  people  learn 
really  do  have  these 
nghts  and  learn  that  de 
racy  also  requires  its 
disciplines."  ■ 
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How  to  avoid  foreign  entanglements. 


'There  are  real  advantages  in  having  international 
insurance  placed  with  the  same  company  that  writes 
the  related  domestic  insurance. 

It  allows  the  foreign  exposures  to  be  insured  under 
the  same  terms  and  conditions  as  the  domestic 
opeiations. 

More  important  is  the  -confidence  that  comes  with 
having  those  f  ar  awav  risks  in  the  hands  of  those  who 
have  pi  oven  their  expert  ise  closer  to  home. 

As  nveiseas  operations  have  become  more  impor- 
tant to  many  businesses,  Chubb  has  expanded  its 
branch  and  affiliate  network  in  those  parts  of  the 
world  where  you  probably  need  us  most. 

If  you  have  a  question  concerning  overseas  insur- 
ance, t  on  tact  your .'Chubb  representative.  In  addition 
to  helping  you,  he  can  send  you  a  copy  of  our  Inter 
national  Directory  And  prove  to  you  that  foreign 
expertise  isn't  foreign  to  us. 


CHUBB 

Group  of  Insurance  Companies 

ion  William  Street,  New  York,  N.Y.  10038 


Chubb  is  proud  to  play  a  part  in  bringing  you  The  Dick  Cavett  Show.  Watch  for  it  on  your  local  PBS  station. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  June  13,  1980 


$100,000,000 


Campbell  Soup  Company 


97A%  Notes  Due  1990 


Price  100% 

plus  accrued  interest  from  June  IS,  1980 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified  to 
act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Goldman,  Sachs  &  Co.  Merrill  Lynch  White  Weld  Capital  Markets  Group  Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.F.Hutton&  Company  Inc.    Kidder,  Peabody&  Co.    Lazard  Freres  &  Co.    Lehman  Brothers  KuhnLoeb 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin     Shearson  Loeb  Rhoades  Inc.     Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


The  Economy 


recession  won't  end  until  the  huge  per- 
il and  corporate  debt  load  is  worked  off. 
guides  show  when  that  will  be. 

How  to  spot 
the  bottom 


1  e  are  in  A  credit  recession,  not 
an  inventory-correction  reces- 
sion. The  difference  matters. 
:ause  of  the  latter  kind  is  almost 
ingly  familiar — exuberant  mis- 
nt  on  the  part  of  businessmen 
out  more  goods  than  the  market 
;e,  enlarging  stocks  in  warehouses 
ust  in  time  be  liquidated.  While 
es  on,  production  declines,  iobs 
:  and  people  and  companies  are 
ut  the  signs  of  a  turnaround  are 
i — a  low  inventory-to-sales  ratio 
ickup  in  final  sales. 
:ause  of  the  credit  recession  we 
yw  is  familiar,  too.  Our  favorite 
e  is  the  testimony  of  one  Forbes 
vho,  within  just  a  few  days  last 
r,  received  solicitations  in  the 
;jm  Citibank,  Chase  Manhattan 
•opean-American  Bank,  each  urg- 
i  to  open  a  line  of  credit.  Togeth- 
credit  lines  added  up  to  $40,000. 
nual  interest  rate  to  be  charged 


this  individual,  at  a  time  when  forces 
leading  to  a  prime  rate  of  20%  to  blue- 
chip  corporations  were  gathering,  was  to 
be  12%.  Exuberant  bankers'  willingness 
to  extend  noncollaterahzed  bank  credit, 
plus  credit  cards,  plus  ongoing  auto- 
mobile and  appliance  credit  and  even 
mortgage  credit — this  total  credit  binge 
was  what  kept  the  economy  expanding 
long  after  it  should  have  slowed. 

As  with  individuals,  so  with  compa- 
nies (see  chart).  Businessmen,  like  con- 
sumers, were  taking  advantage  of  a  veri- 
table glut  of  loanable  funds,  issuing  com- 
mercial paper,  taking  down  bank  lines 
and  even  borrowing  from  finance  compa- 
nies like  Ford  Motor  Credit  and  General 
Electric  Credit. 

The  credit  binge  ended  abruptly  only 
in  March,  following  the  announcement 
of  the  Administration's  and  the  Federal 
Reserve's  new  credit-restraint  program, 
and  a  swing  from  borrowing  to  repaying 
has  been  going  on  since  then.  Could  a 


MONEY  &  INVESTMENTS 


return  to  borrowing  and  spending  occur 
just  as  rapidly;  That's  possible  but  un- 
likely. Daily  reports  of  growing  unem- 
ployment, of  recession  spreading  from 
autos  and  housing  into  other  sectors — by 
May,  industrial  production  had  been 
down  for  four  consecutive  months — will 
make  for  cautious  spenders. 

It  will  be  hard  to  tell  when  individual 
and  corporate  debt  have  been  worked  off 
enough  to  signal  a  bottom — harder  than 
gauging  inventory  levels.  But  there  will 
be  signs.  For  individuals,  watch  the  level 
of  savings.  Spending  will  fall  faster  than 
aggregate  personal  income,  and  thus  sav- 
ings— defined  as  the  difference — will 
start  to  accumulate.  The  savings  rate 
dropped  from  7.7%  in  1975,  when  the 
last  recession  was  ending,  to  a  bare  bones 
3.7%  in  the  first  quarter  of  this  year.  As 
it  gets  back  above  5%,  say,  the  debt  load 
on  individuals  should/eeV — in  these  mat- 
ters, state  of  mind  is  crucial — consider- 
ably lighter. 

Consumers  alone,  however,  can't  turn 
the  economy  around.  Business'  state  of 
mind — as  demonstrated  in  the  willing- 
ness to  place  orders  and  finance  capital 
projects — is  crucial  too.  Watch  the  rela- 
tionship of  short-term  debt  to  long-term 
debt.  After  the  Fed  lowered  the  boom  on 
credit  in  March,  many  businessmen  be- 
gan a  series  of  long-term  financings — 
reaching  a  record  $13  billion  total  in  May 
and  June — in  order  to  pay  down  short- 
term  debt. 

The  trough — the  bottom  of  the  reces- 
sion— will  be  reached  when  the  banks 
are  once  again  offering  easy,  low-cost 
loans  .  .  .  and  finding  takers.  At  the  cur- 
rent rate  of  debt  repayment,  that  could 
be  by  late  this  year  or  early  1981.  ■ 


Everyone's  debt  load 


efore  have  Americans  owed  so  much.  With  the  prospect 
fs  and  reduced  disposable  income  later  this  year  and 
nsumers  will  be  feeling  the  burden  more  and  more — and 
.der  it  feels,  the  less  likely  they  are  to  increase  spending. 


Business  is  feeling  the  weight  of  debt,  too — almost  $1  trillion 
at  the  end  of  the  first  quarter.  With  profits  in  many  industries 
already  faltering,  companies  will  have  to  concentrate  on  re- 
paying old  debt  before  they  consider  new  capital  spending. 


Household  debt  Corporate  debt 
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MONEY  &  INVESTMENTS 


Mortgage-backed  bonds  are  no  great 
shakes  for  the  investor  and  appear  to  be 
unwise  for  the  S&Ls  that  are  issuing  them. 

A  GOOD  WAY 
TO  GO  BROKE 


By  Ben  Weberman 


Among  the  hotter 
items  in  the  fixed- 
income  market  late- 
ly are  mortgage- 
backed  bonds.  For 
all  the  energy  with 
which  financial  in- 
stitutions, notably 
the  savings  and  loan 
associations,  have 
been  hawking  them, 
they  are  no  great  shakes  for  the  buyers 
and  they  may  be  pathetic  follies  for 
the  sellers. 

Mortgage-backed  bonds  should  not 
be  confused  with  mortgage  pass- 
through  certificates.  The  latter  repre- 
sent part  ownership  of  a  pool  of  mort- 
gages that  a  financial  institution  has 
sold  to  a  trustee.  I  have  no  quarrel 
with  the  pass-through  certificates. 
The  seller  knows  his  profit  or  loss  on 
the  transaction  at  the  time  of  the 
transfer.  Subsequent  risk  is  squarely 
on  the  shoulders  of  investors. 

Mortgage-backed  bonds,  in  con- 
trast, are  borrowings  by  the  financial 
institutions  themselves,  which  use 
mortgages  as  collateral  to  back  these 
loans  and  thereby  improve  the  quality 
of  the  debt  instruments.  Usually,  the 
value  of  the  mortgages  pledged  ranges 
from  125%  to  as  much  as  140%  of  the 
principal  amount. 

For  the  investor,  mortgage-backed 
bonds  are  no  great  shakes  simply  be- 
cause they  offer  yields  that  can  easily 
be  matched  elsewhere  and  may,  de- 
spite their  ordinary  yields  and  de- 
pending on  which  institution  is  doing 
the  borrowing,  carry  uncommon  risk. 

The  reason  for  the  added  risk  is 
that,  given  the  temper  of  the  times 
and  the  direction  of  the  money  mar- 
kets, mortgages  used  to  back  the  new 
paper  may  produce  yields  that  are  less 
than  the  savings  and  loan's  cost  of  the 
money.  Bay  View  Federal  Savings  & 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


Loan  of  San  Mateo,  Calif.,  for  exam- 
ple, sold  $40  million  of  10.85%  mort- 
gage-backed, five-year  AAA-rated 
bonds  in  mid-June.  Because  Bay  View 
earnings  had  been  hard  hit  in  the  first 
quarter  of  1980,  coverage  of  all  inter- 
est charges  was  only  1.02  times.  Bay 
View's  problem — shared  by  all  issuers 
of  mortgage-backed  bonds — is  that  if 
mortgage  rates  decline  dramatically 
from  the  current  levels,  they  could 
bring  a  lower  yield  than  the  cost  of 
money  being  borrowed. 

A  bit  of  simple  arithmetic  shows 
the  problem,  and  the  risk,  clearly.  The 
bonds  sold  to  the  public  to  yield 
10.85%  in  June  cost  Bay  View  over 
11%  (after  underwriting  and  other 
fees  are  deducted).  Typically,  it  costs 
any  institution  about  lA  of  1%  to  ser- 
vice a  mortgage  loan.  (Thus,  a  12% 
mortgage  really  yields  only  11.50%.) 
There  is  a  good  chance,  then,  that 
money  borrowed  by  an  S&L  through  a 
mortgage-backed  loan  at  an  effective 
cost  of  11%  to  11.50%  will  subse- 
quently be  put  to  work  at  a  yield  of 
9%  to  10%.  I  believe  mortgage  rates 
must  follow  the  declines  that  have 
already  taken  place  in  other  markets. 
It's  a  good  way  to  go  broke. 

Bay  View  Federal  Savings  &  Loan 
has  not  been  the  sole  issuer  of  mort- 
gage-backed bonds.  Coast  Federal  Sav- 
ings &  Loan  has  marketed  $100  mil- 
lion of  six-year  mortgage-backed 
bonds  at  a  price  to  yield  10.53%.  Val- 
ley Federal  Savings  &  Loan  Associ- 
ation came  to  market  with  $50  mil- 
lion of  ten-year  mortgage  bonds 
priced  to  yield  11.10%. 

Despite  AAA-ratings  and  mortgage 
insurance,  the  issues  are  resistible  and 
the  issuers'  enthusiasm  for  them  is 
inexplicable.  The  Federal  Home  Loan 
Banks,  which  regulate  the  associ- 
ations and  are  in  effect  their  central 
bankers,  are  flush  with  cash  because 
of  their  own  market  operations.  They 
have  been  reminding  S&Ls  frequently 
that  the  cash  is  there  and  that  they 
are  willing  to  lend  it.  The  Federal 
Home  Loan  Bank  of  San  Francisco 


advances  cash  to  thrifts  today  at  a 
charge  of  10%  for  up  to  one  year  and 
10!/4%  for  one  to  five  years.  Why 
would  a  savings  and  loan  prefer  to  pay 
11%  or  more  by  issuing  a  mortgage- 
backed  bond  when  it  can  take  10'/4% 
money  from  the  central  bank? 

I  do  like  the  mortgage  pass-through 
certificates  sponsored  by  Bank  of 
America,  however.  The  latest  series, 
which  came  to  market  May  23,  con- 
sisted of  a  little  more  than  $100  mil- 
lion in  certificates  representing  a  par- 
ticipation in  mortgages  orginated  by 
the  bank  with  rates  of  12.5%,  12.75% 
and  13%,  a  weighted  average  of 
12.81%.  Of  that  total,  interest  is 
passed  through  at  11.875%  to  inves- 
tors. These  are  available  in  pieces  of 
$25,000  or  more. 

Individual  investors  are  showing 
many  signs  of  frustration  in  the  fixed- 
income  markets.  Passbook  savings 
accounts  paying  only  about  5.75%  in 
commercial  banks  and  6%  in  savings 
institutions  have  been  drawing  in  lots 
of  money.  I  presume  that  the  funds 
are  being  parked  there  temporarily, 
awaiting  more  lucrative  opportuni- 
ties. Since  interest  rates  look  to  me  to 
be  heading  lower  throughout  1980 — 
don't  be  distracted  by  transient 
blips — I  believe  the  opportunities  are 
going  to  be  scarce. 

Born  again  bonds 

One  instrument  that  has  gained  popu- 
larity in  the  past  few  weeks  is,  of  all 
things,  U.S.  Treasury  Savings  Bonds. 
Remember  them?  Only  last  February 
and  March  everyone  complained  that 
they  were  outdated  and  even  colder 
than  the  bond  market.  The  Series  EE 
bonds  are  available  in  denominations 
starting  at  $50,  for  which  the  individ- 
ual puts  up  only  half.  Interest  is  de- 
scribed as  a  61/2%  annual  rate  with  an 
extra  Vi  of  1%  bonus  for  those  who 
hold  them  a  full  1 1  years  to  maturity. 
Turn  a  bond  in  after  only  one  year, 
however,  and  your  return  will  be  a 
meager  4V2%.  After  five  years  they 
will  bring  the  full  6V2%,  even  if  re- 
deemed prior  to  maturity. 

The  appeal  of  these  bonds  is  that 
interest  is  not  taxable  until  the  bond 
is  turned  in.  Series  HH  bonds  sell  at 
face  value  and  draw  interest  at  6Vi% 
payable  semiannually. 

I  don't  recommend  purchase  of  the 
savings  bonds  yet  unless  that  tax  de- 
ferral feature  is  particularly  important 
to  you.  I  would  prefer  the  30-month 
savings  certificate  issued  by  a  savings 
institution.  These  draw  10.11%  for 
2'/2  years.  The  interest,  of  course,  is 
subject  to  federal  and  state  taxes.  ■ 


136 


FORBES,  [ULY  7,  1980 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  offers  to  buy  any  oj  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUES  June9, 1980 

$350,000,000 

J.  G.  Penney  Company,  Inc. 

$150,000,000 
105*95  Notes  Due  1990 
Price  100% 

plus  accrued  interest  from  June  IS,  1980 

$200,000,000 
HH%  Sinking  Fund  Debentures  Due  2010 

Price  99.50% 

plus  accrued  interest  from  June  IS,  1980 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 
Bache  Halsey  Stuart  Shields 

Incorporated 

Dillon,  Read  &  Co.  Inc. 

E.  F.  Hutton  &  Company  Inc. 


Merrill  Lynch  White  Weld  Capital  Markets 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Group 


Salomon  Brothers 


Bear,  Stearns  &  Co. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 


Lehman  Brothers  Kuhn  Loeb      L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc. 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 
Shearson  Loeb  Rhoades  Inc. 
Warburg  Paribas  Becker 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc. 


Stock  Comment 


At  home  and  away,  we  are  lowering  our 
living  standards,  sometimes  without  even 
being  aware  that  we  are  doing  it. 

THE  JOYS 
OF  TRAVEL 


By  Heinz  H.  Biel 


The  travel  season 
is  now  at  its  peak. 
The  recession  not- 
withstanding, a  rec- 
K«w?fe4""4i]H  nrd  number  of 
V   y  Americans  will  visit 

foreign  lands.  Those 
who  have  never 
been  abroad,  except 
maybe  to  Mexico, 
Canada  or  the  Ca- 
ribbean islands,  will  be  surprised 
when  they  find  out  how  expensive 
most  European  countries  are,  and  Ja- 
pan is  worse.  Others,  who  have  been 
there  before,  will  remember  with  nos- 
talgia how  cheap  and  easily  affordable 
Europe  was  in  the  Fifties,  Sixties  and 
until  well  into  the  Seventies. 

New  Yorkers  are  used  to  high 
prices,  but  even  they  blanch  when 
they  get  their  hotel  bill  or  restaurant 
checks,  whether  it  be  in  London  or 
Tokyo,  Pans  or  Stockholm.  I  think  we 
could  dispense  with  most  of  the  cus- 
toms officers  at  our  airports,  because 
there  is  very  little  that  you  can  buy 
abroad  these  days  that  you  could  not 
get  for  less  on  Fifth  Avenue  or  Madi- 
son Avenue. 

Americans  have  become  increas- 
ingly conscious  of  inflation  ever 
since  it  began  to  get  really  bad.  But 
when  you  go  abroad,  you  get  hit  by 
the  double  whammy:  the  depreci- 
ation of  the  dollar  against  other  cur- 
rencies and,  on  top  of  that,  the  steep 
prices  resulting  from  their  own  infla- 
tion, which  in  some  countries 
matches  or  exceeds  our  own.  We 
used  to  pay  less  than  24  cents  for  a 
Swiss  franc;  now  the  cost  is  over  60 
cents,  1  Vz  times  as  much.  Add  to 
that  the  fact  that  local  prices  have  at 
least  doubled — in  some  countries 
much  more,  in  others  somewhat 
less — and  you  know  why  foreign  vaca- 
tions have  become  so  fiendishly  ex- 

Heinz  H.  Biel  is  a  vice  president  of  tlx  NYSE 
Jam  of  l annex  Montgomery  Scott 


pensive  for  dollar-spending  tourists. 

Unless  your  income  has  done  more 
than  iust  keep  up  with  inflation  and 
higher  tax  brackets,  many  of  the  luxu- 
ries you  liked  to  enjoy  as  a  traveler 
abroad  are  no  longer  as  easily  afford- 
able. Now  you  have  to  pick  a  hotel  in  a 
lower  category,  select  the  restaurant 
on  basis  of  price  rather  than  quality. 
You  may  even  have  to  give  up  your 
personal  freedom  and  buy  a  "package" 
or  go  with  a  "group."  In  brief,  whether 
you  like  it  or  not,  you  are  forced  to 
lower  your  standards. 

Why  do  I  talk  about  this  seemingly- 
extraneous  subject'  Because  the  expe- 
rience abroad  gives  us  a  foretaste  of 
things  to  come  over  here.  Willy-nilly, 
we  are  lowering  our  living  standards 
by  skipping  things  we  would  like  to 
do  or  to  have,  but  often  we  are  not 
even  aware  of  it.  For  instance,  do  you 
know  how  much  less  house  you  get 
for  so  much  more  money? 

Most  of  us  are  quite  helpless  in 
fending  off  the  constant  erosion  of  the 
dollar.  It  is  all  the  more  important, 
therefore,  to  safeguard  one's  accumu- 
lated capital.  Dollar  denominated  in- 
vestments, whether  they  be  life  insur- 
ance or  bonds,  iust  melt  away  like  the 
money  in  your  pocket.  Collectibles 
are  good  if  you  know  what  you  are 
doing.  The  pros  and  cons  of  owning 
gold  have  been  debated  again  and 
again.  Over  a  period  of  time  gold  is 
certainly  better  than  dollars,  and  I  do 
not  advise  against  buying  it  if  its  pos- 
session gives  you  a  feeling  of  greater 
security. 

Obviously,  I  am  biased  in  favor  of 
common  stock  investments,  al- 
though not  all  of  them  have  served 
their  intended  purpose  as  inflation 
hedges.  In  fact,  some  of  the  bluest 
blue  chips,  once  the  one-decision  in- 
stitutional pets,  have  performed 
rather  miserably  in  that  respect.  But 
it  may  be  time  to  put  your  preju- 
dices aside  and  take  a  fresh  look  at 
some  of  them. 

Qualitatively  Johnson  &  Johnson  (81) 
is  in  a  class  by  itself,  but  as  an  invest- 
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ment  it  proved  a  disappointment.  Bi 
let  the  figures  speak  tor  themselves: 


1972 


1980 


Highest  price 
Earnings  per  share 
P  E  multiple 
Dividend 
Yield 

Return  on  equity 


133  82'A, 

S2.15  S6  60 

61.9  12.5) 

S0.44'/4  S2.30 

0.3%  2.87* 

17.8%  18.9% 


'To  date.    ^Estimated.    'For  1979. 

The  reason  the  stock  performc 
poorly?  It  was  idiotically  overpriced  i 
1978.  This  is  no  longer  the  case. 

Minnesota  Mining  (55),  another  con 
pany  of  superior  quality,  also  deserve 
a  fresh  appraisal: 


1973 


1980 


Highest  price  91  %  58V*\ 

Earnings  per  share  $2.62  S6.00 

P  E  multiple  35.0  9.71 

Dividend  SI. 05  S2.80 

Yield  1.1%  4.8% 

Return  on  equity  20.7%  23.6% 

'To  date.    Estimated.    'For  1979. 

Even  in  1975,  when  earnings  ha 
dipped  from  S2.66  a  share  the  yea 
before  to  S2.29,  3M  sported  a  prou 
multiple  of  not  less  than  19.  Toda 
with  earnings  and  dividends  up  moi 
than  100%  in  the  past  five  years,  th 
P  E  ratio  is  less  than  10.  If  it  was  to 
high  then,  it  is  probably  too  low  nov 
Or  take  Procter  &  Gamble  (76), 
household  word  if  there  ever  was  one 
1973'  1980 


Highest  price 
Earnings  per  share 
P  E  multiple 
Dividend 
Yield 

Return  on  equity 


120  80 

S3.68  S7.85I 

32.6  10.3f 

S1.56  S3.4Q 

13%  4.2% 

18.1%  18.8% 


'Fiscal  year  ending  lune  30.  To  date, 
mated.    4For  1979. 


'Est! 


Yes,  these  are  mature  compame: 
although  the  age  does  not  show. 
three  and  many  others  not  only  hav 
splendid  records  of  steadily  rising  pe 
share  earnings  and  dividends,  outrur 
ning  inflation  by  wide  margins,  bij 
their  return  on  equity,  a  key  measure 
ment,  is  better  than  ever. 

Most  investors  have  by  now,  I  pro 
sume,  adequate  representation  a 
stocks  of  the  favored  industries  of  tty 
day:  energy  and  high  technology,  i 
well  as  natural  resources  and  the  hks 
That's  fine,  but  don't  overlook  tn 
merits  of  the  enormously  strong  corn 
panies  mentioned  above.  Except  fa 
the  3M  company  they  are  virtual! 
immune  to  the  business  cycle  an 
their  ability  to  increase  dividend 
steadily,  year  after  year,  is  superioi 
Unless  there  is  an  unavoidable  nece? 
sity  to  maximize  current  income,  I] 
rather  have  stocks  of  this  caliber  thai 
problem-ridden  electric  utilities.  ■ 
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HE  REPUBLICAN 
CONVENTION 
HARTS  JULY  14. 

IE  THERE. ..NO  MATTER 

WHERE 
YOU  ARE. 

The  Republicans  meet  in  Detroit  July  14- July  17 
to  name  their  choices  for  Americas  leadership 
over  the  next  four  years. 

Be  in  the  thick  of  things  wherever  else  you  go! 
CBS  Radio  brings  you  right  into  it  with 
Convention  coverage  by  Americas  finest 
broadcast  news  team,  CBS  News.  You'll  hear 
CBS  News  Correspondents  Reid  Collins  and 
Charles  Osgood  as  anchors,  along  with 
George  Herman,  Andy  Rooney,  Neil  Strawsef 
and  many  more.  They'll  bring  you  compre- 
hensive nine-minute  wrap-ups  twenty  minutes 
after  and  ten  minutes  before  each  hour -plus 
extended  coverage  as  needed. 

And  before  the  Convention.  July  U-July  13, 
we'll  set  the  scene  with  three  pre-Convention 
countdown  broadcasts,  anchored  by  Charles 

Kuralt  and  diaries  Osgood. 

t-' 

Whether  you  plan  to  be  at  work  or  at  play, 
plan  on  joining  us  for  one  of  the  great  events 
of  CAMPAIGN  'HO.  An  event  which  will 
shape  your  life— as  well  as  the  nations  life  for 
the  next  four  years. 

CBS  RADIO 
NETWORK  111 


Commodities 


„  Take 

Common 
Stock 

in  the  '80's. 

Investors  are  now  taking  a 
hard  look  at  rommon  stocks  as 
the  investment  vehicle  of  the 
'80's.  And  the  thought  that 
real  values  can  be  missed  by 
overemphasizing  timing  and 
cycles. 

We  at  Penn  Square  think 
this  makes  sense.  After  all,  it's 
what  we've  been  saying  for 
23  years. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our 
prospectus.  Read  it  carefully  before  you  invest  or 
send  money. 

800/523-8440 

In  PA,  call  collect.  215/376-6771 


I 


I 


Penn  Square  Mutual  Fund 

H    5th  &  Washington  Sts .  PO  Box  1419.  Reading.  PA  19603  ■ 


1 
I 


Name  . 


Address 
City  


.State 


Zip 


L23  years  of  Investment  experience 
Over  S 1 40,000.000  In  assets  FM 


If  you 
are 

seeking 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 


BUSINESS  OPPORTUNITIES 


REAL  ESTATE,  ETC. 

Turn  to  pages  150-151 
of  this  issue  for 

Forbes 

Classified 


In  the  last  six  months  two  winners  paid  for 
all  four  of  the  losers,  with  some  left  over. 
But  traders  who  stuck  with  their  losers  too 
long  have  nothing  to  show  for  their  efforts. 

NOT  A  BAD  SEASON 


By  Stanley  W.  Angrist 


Either  commodity- 
trading  is  getting 
harder  or  I  am  losing 
my  touch.  But  com- 
pared with  the 
Hunts,  my  track 
record  for  the  six 
months  just  past  is 
pure  sterling.  (Sorry, 
but  I  couldn't  resist 
that  one.) 
First,  let's  look  at  a  summary.  I 
made  a  total  of  1 1  recommendations, 
but  it  was  possible  to  enter  only  9  of 
the  trades  at  the  recommended  level. 
Of  those  nine,  three  are  washes  so  far, 
with  neither  a  significant  gain  nor 
loss.  Two  were  profitable  and  four 
were  losers.  A  success  ratio  of  two 
trades  out  of  nine  is  only  22.2%.  But 
the  number  on  which  one  should  real- 
ly concentrate  is  the  ratio  of  trades 
that  resulted  in  a  profit  or  loss  (that  is, 
exclude  the  washes),  which  in  my 
case  is  two  out  of  six.  That  ratio  is 
33'/i%.  Furthermore,  there  were 
$4,485  in  profits  and  $2,755  in  losses 
for  a  realized  net  profit  of  $1,730  (ex- 
cluding commissions).  Let's  look  at 
the  record,  trade  by  trade. 

In  the  Dec.  10  issue  I  recommended 
a  play  on  the  yield  curve.  (This  trade 
was  reviewed  in  the  Jan.  21  issue,  at 
which  time  it  had  moved  15  points  — 
$468 —  in  my  direction.  I  noted  that  it 
should  have  more  room  to  run.  It 
did — fantastically  against  me.)  I  rec- 
ommended purchase  of  the  December 
1980  T-bond,  while  selling  the  De- 
cember 1 98 1  T-bond,  with  at  least  a  5- 
point  premium  to  the  1981  bond.  As 
interest  rates  began  to  rise  in  mid- 
winter, the  yield  curve  became  more 
and  more  inverted  and  in  mid-March 
the  1981  bond  reached  a  premium  of 
80  points  to  the  1980  bond. 

Smart  traders  took  a  loss  of  20 

Stanley  tt"  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  tlx  author  of  Sensible 
Speculating  in  Commodities. 


points  early  ($625)  and  waited  to  re- 
enter when  the  yield  curve  was  at  its 
most  distorted  level.  Indeed  one  trad- 
er called  to  thank  me  for  this  trade.  I 
could  hardly  believe  my  ears.  He  ex- 
plained that  he  liked  the  trade  but 
waited  to  put  it  on  until  it  was  at  the 
80-point  premium  level.  He  exited  in 
early  May  after  the  bonds  went  back 
to  their  normal  relationship  for  an  85- 
point  ($2,656)  profit.  I  appreciated  the 
thanks,  but  I  must  confess  I  was  not 
deluged  with  calls. 

Ift  the  Ian.  7  number  I  stated  that  I 
was  a  closet  bull  on  the  grains.  Indeed, 
I  recommended  a  long  position  in 
corn  or,  alternatively,  a  bull  spread  in 
corn.  My  crystal  ball  was  fooled  by 
world  events  (again!).  In  early  January 
the  President  announced  a  grain  em- 
bargo of  the  U.S.S.R.  The  grains  fell 
out  of  bed  with  a  sickening  clunk.  The 
trade  cost  a  minimum  of  $750  (only 
$150  if  you  took  the  spread,  however). 

In  early  February  I  came  to  the  con- 
clusion that  the  Swiss  franc  was  over- 
valued in  comparison  with  the 
deutsche  mark.  I  recommended 
buying  the  latter  while  selling  the  for- 
mer, with  the  franc  at  a  610-point 
premium.  I  said  you  could  pick  up  250 
points  ($3,125)  as  the  franc  weakened 
relative  to  the  mark,  and  indeed  trad- 
ers did  by  the  end  of  March.  It  was  the 
best  trade  I  recomi  Tended  in  the  first 
six  months  of  1980. 

On  Feb.  18  I  revisited  the  grains  by 
way  of  a  spread  between  a  long  posi- 
tion in  wheat  against  two  short  posi- 
tions in  corn.  I  thought  that  corn 
would  be  much  weaker  than  wheat.  I 
was  wrong — it  was  the  other  way 
around.  Smart  traders  took  only  a  20- 
cent  loss  ($1,000).  One  of  these  days 
I'll  figure  out  the  grains. 

In  early  March  I  thought  some  mon- 
ey could  be  made  out  of  a  heating  oil 
contract  by  going  long  the  September 
contract.  It  has  done  very  little,  and  I 
count  the  trade  a  wash- 
In  mid-March  I  recommended  a 
trade  of  long  July  bellies/short  July 
hogs,  with  bellies  only  100  points  over 
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>gs.  Bellies  promptly  went  out  to  a 
O-point  premium,  allowing  traders 

take  a  400-point  profit  ($1,360). 
lat  was  the  second  and  last  profit- 
le  trade  of  this  six  months. 
In  the  Apr.  14  issue  I  recommended 
ipread  of  long  October/short  Decem- 
r  cotton,  with  October  no  more 
an  250  points  premium  to  Decem- 
r.  I  was  (and  still  am  to  a  lesser 
tent)  a  cotton  bull.  Unfortunately,  I 
ink  that  very  few  people  could  have 
tered  the  trade  at  the  recommended 
/el.  If  they  had,  they  could  have 
sily  gotten  120  points  ($600)  or  so 
t  of  it.  The  spread  has  subsequently 
llapsed  to  the  point  where  October 
selling  for  less  than  100  points  over 
member.  Venturesome  traders 
ight  want  to  try  this  one  again,  risk- 
g  no  more  than  100  points  from  the 
try  level.  Any  rally  in  cotton  should 
m  this  spread  profitable. 
At  the  end  of  April  I  recommended 
jelly  versus  hog  spread  again.  This 
ne  it  was  a  disaster!  Bellies  sank  to 

unprecedented  700-point  discount 
hogs  (basis  the  luly  contracts).  Who 
)uld  have  believed  it?  The  realized 
>s  should  not  have  been  more  than 

0  points,  or  $380  per  spread. 

A.t  the  end  of  May  I  examined  cot- 

1  in  some  depth  and  decided  that  I 
is  still  a  bull.  I  recommended  a  trade 
is  time  of  long  December/short 
arch,  with  March  at  a  150-point 
;mium.  Unfortunately,  I  don't  be- 
ve  that  this  trade  could  have  been 
tered.  And  now  I  like  the  long  Octo- 
r/short  December  position  de- 
ribed  above  better. 

In  the  June  9  issue  I  described  the 
sory  of  carrying  charges.  I  thought  a 
11  spread  in  soybeans  reasonable.  It 
is  reasonable,  but  it  hasn't  done 
ything,  and  I  count  it  as  a  wash, 
[n  the  June  23  issue  I  recommended 
Dull  spread  in  sugar,  as  I  believe  it 
11  make  one  more  run  for  the  top. 
ie  risk  appears  low,  but  it  is  too 
an  to  judge  whether  or  not  it  will  be 
ifitable.  Right  now  I  am  throwing  it 
to  the  wash  column. 
You  might  consider  only  two  win- 
rs  to  be  a  pretty  poor  performance, 
t  remember,  those  two  winners 
id  for  all  the  losers,  with  some  left 
er.  There  would  be  none  left  over 
•  those  of  you  who  let  some  of  the 
>ers  hang  around  beyond  the  recom- 
mded  bail-out  points.  The  one  vir- 
p  that  commodity  trading  demands 
those  who  succeed  at  it  is  disci- 
fie.  Without  it,  you  might  as  well  go 
Las  Vegas,  drop  your  money  at  the 
ip  table  and  enjoy  the  floor  shows, 
least  you'll  get  a  suntan.  ■ 


The  minimum  investment  is  $20,000  for 
this  new  Fidelity  money  market  fund.  It  is 
the  first  tax-free*  fund  to  offer  a  constant 
$1  share  price  and  immediate  liquidity. 
(Moreover,  the  tax-free  instruments 
owned  by  the  Trust  are  exempt  from 
Federal  Reserve  deposits  for  money  funds.) 
These  are  the  advantages: 

1.  Constant  $1  Share  Price. 

2.  Daily  Tax-Free  Income. 

3.  Check  Redemption  &  Wire  Liquidity. 
If  your  tax  bracket  is  50%  or  higher  call 
today  for  current  yield  and  more  facts. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect  (617)  5231919 


*A  portion  may  be  subject  to  state  or  local  taxes. 


FIDELITY 

TAX-EXEMPT 

MONEY  MARKET  TRUST 

Designed  for 
accounts  of  $20,000  or  more 

P.O.  Box  832,  Dept.  JB  070780 

82  Devonshire  St. ,  Boston.  Mass.  02103 

For  more  complete  information,  includ- 
ing fees  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest. 


Name 


Organization 


Tel. 


Address 


City 

□  Pel 


State 
Q  Professional  Adv 


Zip 
□  Institute 


One  Grand  opportunity. 


No  sales 
charge 


High  yield  with  just 
$1000  or  more.  (Call  toll-free 
for  current  yield.)* 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
checkwriting. 

Low-cost 
management. 

Good  stability 
through  quality 
bonds. 


*Ca0  free  1-800-638-566O. 
If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price 
New  Income  Rind,  Inc. 

100  East  Pratt  Street.  Baltimore.  Md.  21202 


A6  I 


Name  

Address 
City  


State  _ 


Zip 


For  more  complete  information,  including  the  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 
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International  Ttade 

in  the  October  27 1980  issue 

of  Newsweek  International 

Every  week, Newsweek  International  fo- 
cuses on  an  audience  loaded  with  buy- 
ing potential. 

But  the  "International  Trade"  Special 
Section  will  target  in  even  tighter... on 
key  executives  who  make  critical  busi- 
ness decisions. 

New  opportunities,  new  regulations, 
new  barriers  will  be  examined  by  ex- 
perts in  multi-national  commerce.  The 
new  marketplaces  for  raw  materials  and 
finished  goods  will  be  detailed.  Issue 
Date:  October  27,  1980.  Advertising 
Close:  September  8. 
To  reserve  space,  or  get  more  informa- 
tion about  this  Special  Section,  contact 
your  Newsweek  International  repre- 
sentative. 

And  get  ready  to  do  very  big,  very  seri- 
ous business. 


SPECIAL  SECTIONS/1980 

Newsweek 
International 


How  seriously  do  the  Swiss  take  their  bank 
secrecy  laws?  Read  on  and  find  out. 

THE  LAW 
IS  THE  LAW 


By  John  Train 


"Have  you  heard 
about  the  car  thief?" 
asked  my  friend  the 
Swiss  banker.  I 
shook  my  head.  We 
were  having  lunch 
in  the  Mbvenpick  m 
Zurich,  fust  then, 
the  waiter  arrived, 
so  there  was  an  in- 
terruption while  we 
ordered  rdsti,  spaetzle,  cold  vegetable 
salad  and  a  couple  of  bottles  of  Pilsner. 
"The  ear  thief?"  I  inquired. 
"Oh  yes.  Well,  he  wasn't  a  car  thief 
at  all,  of  course.  He  was  a  technician 
in  the  Zurich  head  office  of  the  Union 
de  Ranques  Suisses,  a  certain  Herr 
Stroehlin.  He  had  done  well  in  his 
career  and  had  bought  an  old  mill  in 
France,  in  a  place  called  Saillenard-les- 
Bordes.  It's  cheaper  than  Switzerland, 
and  it's  far  enough  away  so  that  he 
didn't  have  to  act  bankerly  all  day. 

"Now,  the  French  had  an  idea.  They 
thought  he'd  have  to  know  the  real 
identities  of  a  lot  of  the  numbercd- 
account  customers  of  the  UBS.  Per- 
haps they  could  get  him  to  cooperate. 

"So  they  tried  a  dirty  trick.  They 
got  hold  of  a  stolen  Alfa-Romeo  and 
surreptitiously  stashed  it  near  this  fel- 
low's house.  Then  the  French  police 
marched  in  and  accused  him  of  being 
a  car  thief.  They  told  him  he  was  in 
deep  trouble,  and  that  he  could  very 
possibly  spend  a  considerable  stretch 
in  the  slammer — not  an  inviting  pros- 
pect for  a  hanker. 

"Herr  Stroehlin  was  aghast.  Finally, 
he  told  the  French  that  he  couldn't  go 
along  with  the  plan,  but  that  he  had  a 
friend  who  might.  The  friend,  if  the 
price  was  tight,  could  perhaps  provide 
real  names  and  addresses  of  numbered 
accounts.  But  there  would  not  be  any 

John  Train  is  president  of  Train,  Smith.  Invest- 
ment Counsel.  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
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more  talk  about  those  stolen  cars. 

"The  French  agreed. 

"After  a  lot  of  cautious  telephoning 
back  and  forth,  there  was  a  very  quiet 
meeting  last  April  10  at  the  Hotel 
Sheraton  in  Zurich  between  Herr 
Stroehlin,  his  corruptible  friend — 
whose  name  was  Herr  Ralf — and  two 
French  customs  police.  Ralf  wanted  to 
know  iust  how  much  he  was  going  to 
get  paid  for  what,  and  so  on.  They 
made  a  deal  to  have  another  meeting 
on  April  15,  five  days  later. 

"There  was  quite  a  lot  of  discussion 
about  exactly  where.  The  French 
agents  didn't  want  to  be  doing  this 
sort  of  business  inside  Switzerland. 
The  two  bankers  didn't  want  to  take 
the  information  physically  into 
France — they  didn't  want  to  have  the 
transaction  close  to  home,  and  so  on. 
Finally,  the  police  agreed  that  they 
didn't  have  to  come  to  France. 

"On  April  15,  the  two  French  cus- 
toms policemen  appeared  in  the  first- 
class  buffet  of  the  railway  station  in 
Basel,  which  is  right  on  the  Swiss- 
French  border.  Herr  Ralf  arrived,  but 
not  Herr  Stroehlin. 

"No  sooner  had  they  all  sat  down  in 
front  of  a  beer  than  a  swarm  of  Swiss 
police — 30,  no  less — suddenly  grabbed 
the  two  French  customs  policemen. 
They  were  hustled  off  to  the  city  pris- 
on, where  they  were  held  incommuni- 
cado. They  had  no  documents  of  any 
sort  on  their  persons,  except  that  one 
had  a  slip  citing  the  official  provisions 
for  rewarding  informers — they  get  up 
to  20,000  francs,  I  think  it  is.  They 
stayed  in  jail  incommunicado  for  al- 
most two  weeks,  until  their  bosses 
were  notified." 

My  Swiss  banker  friend  smiled 
with  obvious  satisfaction  at  this  turn- 
about. He  took  off  his  gold  glasses  and 
rubbed  his  eves. 

"It  seems  that  Herr  Stroehlin  had 
decided  to  become  a  double  agent.  He 
had  gone  back  to  the  UBS,  all  right, 
but  then,  getting  madder  and  madder, 
he'd  told  the  whole  story  to  the  Swiss 
authorities,  who  were  very  indignant. 
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"The  corruptible  colleague,  Herr 
alf,"  continued  my  friend,  "wasn't  a 
inker  at  all.  He  was  none  other  than 
err  Ralf  Eisner,  the  chief  of  security 
the  UBS — in  person! 
"Of  course,  it's  not  so  funny  for  the 
ench  customs  policemen,"  he  went 
1.  "We  Swiss  take  these  things  seri- 
lsly.  Economic  espionage,  as  it's 
tiled,  is  an  important  crime  here, 
/en  attempted  economic  espionage 
;n  get  you  20  years  in  jail.  It's  not 
se  America." 

"What  do  you  mean?"  I  asked, 
ightly  offended. 

"In  America,  from  what  I  read,  al- 
ost  nobody  gets  really  punished  for 
lything,  however  serious  it  is.  You 
urder  your  mother.  Your  defense 
as  that  you  were  unhappy  in  kinder- 
rten.  So  you  get  a  sentence  of  two 
ars,  with  parole  after  six  months. 
"Well,  here  in  Switzerland,  the  law 
to  be  feared,"  said  my  banker  friend. 
Ve're  quite  fierce  when  it  comes  to 
ws.  Things  work  better  as  a  result." 
I  nodded  grimly. 

"In  any  event,  the  French  launched 
big  brouhaha:  official  protests, 
reats — you  can  imagine.  Obviously, 
mzerland  ignored  all  that.  We  pro- 
sted  right  back.  After  all,  we  had 
ught  the  French  government  red- 
nded  in  an  exceedingly  crude  plot, 
ry  rough  stuff.  That  trumped-up 
se  against  the  banker! 
"So  the  next  step  was  a  decision  by 
e  whole  corps  of  French  customs 
lice  to  stage  a  protest  out  of  sohdar- 
'  with  their  two  colleagues.  They 
nounced  that  for  one  hour  a  day 
ey'd  refuse  to  work.  All  the  travelers 
uld  just  wait  for  a  while. 
"The  slowdown  didn't  do  the 
2nch  any  good,  as  far  as  I  can  see. 
ley  stopped  after  a  while.  After  all, 
us,  the  inviolability  of  bank  secrecy 
a  big  issue.  In  fact,  we  bankers  are 
t  displeased,  not  at  all,  at  this  dis- 
ly  by  our  government.  Bank  secrecy 
illy  is  eroding,  so  any  manifestation 
our  determination  to  defend  it  is 
od  for  business." 

We  both  were  silent  for  a  while, 
ten  my  friend's  face  clouded. 
'What  could  the  French  have  been 
inking  of?  Imagine  trying  to  frame 
official  of  the  Union  de  Banques 
isses  as  a  car  thief!  Of  all  things.  A 
r  thief!  No  serious  banker  could  pos- 
ily  become  a  car  thief.  I  don't  doubt 
it  we  sometimes  murder  people, 
e  anyone  else,  or  even  commit  trea- 
i.  But  anything  as  squalid  as  steal- 
»  a  car?  Utterly  unbankerly." 
He  was  so  shaken  by  the  thought 
it  he  let  his  coffee  get  cold.  ■ 
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SOME  SERIOUS  NOTES 
ON  MOVING. 

By  Victor  Borge 

When  you  move,  make  sure  your  mail  arrives 
at  your  new  address  right  after  you  do. 

The  key  is  this:  Notify  everyone  who  regularly 
sends  you  mail  one  full  month  before  you  move. 

Your  Post  Office  or  Postman  can  supply  you 
with  free  Change-of-Address  Kits  to  make  no- 
tifying even  easier. 

One  last  serious  note.  Use  your  new  ZIP  Code. 

Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 
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Recent  tax  changes  have  made  small  inves- 
tors more  likely  to  speculate  and  large 
investors  more  conservative. 

TAXES  AND  TIMING 


By  Srully  Blotoick 


Tax  considerations 
play  a  major  role  in 
the  thinking  of  the 
majority  of  inves- 
tors. The  issue  that 
matters  most  to 
them  is  the  reduced 
rate  at  which  long- 
term  capital  gains 
are  taxed. 

How  important  is 
it?  Very.  For  the  first  time,  more  than 
half  the  investors  I  monitor — 574  of 
1,100 — now  say  they  would  withdraw 
from  the  securities  markets  altogeth- 
er if  there  were  no  tax  break  available 
to  the  stockholder  or  bondholder 
lucky  enough  to  wind  up  with  a  gain 
in  the  first  place.  "I'm  paying  so  much 
in  taxes  already,"  said  a  44-year-old 
production  supervisor  at  an  electron- 
ics firm  in  California.  "If  every  gain 
were  treated  as  a  short-term  one,  I  just 
couldn't  play  this  game." 

Inflation  has  pushed  his,  and  almost 
everyone  else's,  annual  earnings 
steadily  higher  without  increasing  the 
purchasing  power  of  the  money  re- 
ceived-. But  while  his  real  (that  is,  in- 
flation-adjusted) earnings  have  stayed 
the  same,  his  tax  bill  has  risen  nearly 
22%  in  the  last  four  years.  Similar 
pressures  are  making  other  investors 
pay  more  attention  to  taxes. 

Investors  in  the  higher-income 
group  I  survey  (median  income: 
$92,000)  have  always  spent  more  time 
considering  the  tax  aspects  of  a  trans- 
action before  making  it.  In  fact,  they 
mention  it  as  a  factor  in  their  think- 
ing nearly  four  times  as  frequently  as 
do  those  in  the  lower-income  group 
(median  income:  $24,000)  and  Vh 
times  more  often  than  do  those  in  the 
middle-income  category  (median  in- 
come: $56,000).  That's  to  be  expect- 
ed. It  was  a  surprise,  though,  to  see 

Dr.  Snilly  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psycho  logy  of 
Successful  Investing. 


how  many  investors  now  consider  tax 
matters  so  significant  a  part  of  their 
thinking. 

Therefore,  one  question  of  particu- 
lar importance  is,  how  have  the 
recent  changes  in  capital  gains  tax 
laws  affected  investor  thinking?  First 
of  all,  did  they  know  about  the 
changes?  The  more  relevant  the  infor- 
mation, the  larger  the  percentage  who 
were  likely  to  know — 83%  of  the  up- 
per-, 63%  of  the  middle-  and  48%  of 
the  lower-income  investors  knew 
that  the  capital  gains  holding  period 
was  lengthened  to  9  months  in  1977 
and  to  12  months  from  1978  on.  Prior 
to  1977,  it  had  been  6  months. 

Confining  our  study  to  those  inves- 
tors in  the  sample  who  knew  that  the 
tax  code  changes  were  taking  place  at 
the  time  (those  who  didn't  could  not 
have  been  reacting  to  it),  some  fasci- 
nating results  emerged.  The  evidence 
shows  clearly  that  the  tax  changes 
polarized  the  investor  population, 
making  small  investors  more  likely  to 
speculate  and  large  investors  likely  to 
become  more  conservative. 

Why?  Before  we  answer  that,  con- 
sider for  a  moment  what  happens 
when  you  plan  a  stock  market  trans- 
action. Timing  is  the  factor  we're  fo- 
cusing on,  but  that  means  more  than 
just  "when  to  buy,"  it  also  means 
thinking  about  "when  to  sell."  Essen- 
tially, a  speculator  is  someone  whose 
time  frame  is  short;  an  investor  is 
someone  whose  time  frame  is  longer. 

Let  one  lower-income  investor, 
who  felt  pressured  by  tax  changes  to 
switch  from  investing  to  speculating, 
tell  you  why  he  switched — why  he 
shortened  his  time  frame.  Here  were 
his  exact  words:  "I  can  wait  6 
months,"  the  39-year-old  buying 
agent  said,  "but  9  months  is  too  long. 
And  12  months  is  out  of  the  ques- 
tion." We  asked:  "Why  is  that?"  He 
replied:  "In  6  months,  you're  still  able 
to  catch  an  up  or  down  move.  But  in  a 
year,  you  could  go  up,  down,  and  up 
again,  or  sideways.  Who  knows?  It's 
too  much — you  don't  know  what  to 


expect."  He's  saying  that  the  tax  sa 
ing  that  could  result  from  waitii 
would  cost  him  too  much  in  risk  ai 
uncertainty;  so  he'll  take  his  profi 
(or  losses)  and  run. 

The  result?  In  his  case,  and  mai 
others,  the  investor  stopped  plannh 
altogether.  As  one  put  it:  "Now  I  ju 
take  my  shot,  that's  all.  Whatev 
happens,  happens."  That's  not  an  at) 
tude  he  had  had  before. 

Other  investors,  especially  larg 
ones,  reacted  in  an  exactly  opposi 
manner.  As  one,  a  56-year-old  plasti 
wholesaler,  said  when  the  9-mom 
holding  period  went  into  effect,  'T: 
more  careful  now,  I  don't  )ump 
quickly."  And  14  months  later,  whd 
the  current  one-year  holding  perk 
was  law:  "I  worry  a  lot  more  than 
used  to.  I  didn't  have  to  look  very  f 
down  the  road  before,  and  I  didn't.  Bi 
I'm  getting  to  be  an  amateur  econ 
mist  lately.  There's  much  more  gues. 
ing  to  do.  That  law  created  plenty  ■ 
jobs — for  crystal  gazers."  He's  sayir 
that  when  he  makes  a  move  now,  h 
figures  he's  stuck  with  the  cons* 
quences  for  a  long  time.  So  he  ac 
more  deliberately.  You  might  thinl 
"Well,  that  plastics  marrufacturer  w; 
always  a  conservative  guy."  Not  si 
He's  a  real  high-roller,  or  was  befoi 
they  changed  the  tax  laws. 

Overall,  what  have  the  changes 
the  tax  laws  capital  gains  holding  per 
od  done  to  the  markets?  The  holding 
period  changes  certainly  made  larg 
investors  more  conservative  an 
small  investors  more  inclined  to  spec 
ulate.  But  the  effects  don't  cancel.  TH 
two  types  aren't  present  in  equi 
numbers,  nor  is  their  wealth  th 
same.  The  total  investment  capital  c 
the  larger  investors  in  my  sample  en 
ceeds  that  of  the  smaller  by  a  factor  c 
1 1 .  For  every  dollar  that  was  speeds 
up,  1 1  were  slowed  down.  Congress 
aim  of  making  investors  more  lori 
term  and  less  speculatively  onentei 
was  indeed  achieved. 

A  good  thing,  too.  The  four  specula 
tive  waves  we've  experienced  durini 
the  last  two  years  would  have  been  fat 
larger,  and  more  damaging,  than  the 
were.  For  instance,  once  the  specula 
tive  frenzy  surrounding  first  the  gold 
gambling  and  then  oil  stocks  wore  of! 
and  the  stocks  plunged,  many  seller 
reported  they  held  back,  thanks  to  th! 
holding-period  changes.  In  spite  of  thi 
dramatic  increase  in  trading  volum» 
in  the  last  few  years,  there's  morj 
stability  now  than  there  would  other 
wise  have  been.  On  balance,  this  wai 
one  piece  of  tax  legislation  that  did  u 
all  some  good.  ■ 
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" 'Those 
who  enjoy 
responsibility 
usually  get  it; 
those  who  merely 
like  exercising 
authority 
usually 
lose  it. 
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complete 
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A  tax  cut  is  sure  to  come  as  cries  of  'The 
elections  are  coming!^  echo  through  the 
Capitol.  It  may  not  be  a  reason  to  cheer. 

THE  LIVIN' 
AIN'T  EASY 


By  Ann  C.  Brown 


One  of  the  quaint 
things  about  New 
York  is  never  being 
able  to  buy  clothing 
in  the  appropriate 
season.  Take  a 
scorching  early  July 
day  when  you  des- 
perately need  a  new 
T-shirt  or  bathing 
suit  and  you'll  find 
the  stores  stocked  with  winter  wool- 
lies. Because  of  our  proximity  to  the 
garment  industry,  we  city  folk  are 
treated  to  a  preview  of  coming  fash- 
ion attractions  before  the  rest  of  the 
country.  And  just  wait  until  you  get  a 
load  of  the  prices  this  year.  Rack  upon 
rack  of  women's  blazers  at  $350  with 
matching  skirts  at  $250.  A  man's 
shirt — $25  to  $30 — and  overcoats  for 
himself  start  at  $450.  These  tickets 
come  from  department  stores,  too — 
not  those  classy  little  foreign  bou- 
tiques where  you  talk  softly  and  carry 
a  big  wallet. 

Over  the  past  several  years  the 
prices  of  necessities  have  risen  far 
faster  than  wage  increases,  especially 
when  you  stop  to  consider  that  wages 
are  subject  to  all  kinds  of  taxes.  Young 
people  have  seen  the  possibility  of 
owning  a  home  slip  into  never-never 
land.  The  middle-aged  are  hocking 
their  future  to  pay  for  the  present — 
like  educating  their  children.  And 
older  persons  on  fixed  incomes  are 
losing  the  battle  to  preserve  the  pur- 
chasing power  of  monies  they  saved 
during  their  working  years. 

Any  day  now,  as  unemployment 
continues  to  rise,  you  can  bet  you'll 
hear  calls  for  tax  cuts  echoing  through 
the  halls  of  the  Capitol.  "The  elec- 
tions are  coming!  The  elections  are 
coming!"  cry  the  revered  members  of 
Congress.  And  tax  cuts  there  will  be 


Ann  C.  Broun  is  executive  vice  president  of  the 
New  York'  investment  firm  of  Melbado.  Flyrm  & 
Associates. 


Almost  certain  to  go  (or  at  least  to  be 
postponed)  is  next  year's  scheduled 
rise  in  the  Social  Security  tax.  What 
probably  won't  pass  will  be  tax  cuts 
for  business  designed  to  spur  invest- 
ment in  new  plants  and  equipment, 
which  would  increase  productivity 
and  thus  help  to  lower  the  inflation 
rate.  Sadly,  corporations  don't  vote. 

If  I  were  running  things,  I  would 
give  greater  tax  relief  to  those  persons 
buying  their  first  permanent  resi- 
dence: This  would  be  an  investment 
in  the  fundamental  capitalist  concept 
of  private  property.  I  would  give  par- 
ents realistic  tax  assistance  in  educat- 
ing their  children:  This  would  be  an 
investment  in  the  future  of  the  na- 
tion. Finally,  I  would  eliminate  in- 
come taxes  due  on  interest  and  divi- 
dends up  to  a  maximum  of  $5,000  per 
year  for  persons  over  65,  or  those  cur- 
rently receiving  Social  Security  or 
disability  payments:  This  would  be 
an  investment  in  human  dignity  as 
well  as  tangible  appreciation  for  past 
work  and  savings.  In  case  you're 
wondering  where  these  tax-cut  mon- 
ies would  come  from,  say  bye-bye  to 
the  $10  billion  do-nothing  Depart- 
ment of  Energy,  and  at  least  half  of  the 
estimated  $90  billion  it  costs  annually 
for  government  to  regulate  business. 

Consumer  demand  for  goods  and 
services  should  be  at  a  subdued  level 
for  the  remainder  of  the  year  and  pos- 
sibly into  1981  as  individuals  contin- 
ue to  build  up  their  savings  and  reduce 
their  debt  due  to  rising  concerns 
about  layoffs  and  out-and-out  firings. 
Prices  will  continue  to  rise  but  at  a 
more  moderate  rate  than  earlier  in  the 
year,  but  after  the  recent  spending 
binge,  many  people  can  live  off  their 
own  inventories  for  a  good  while. 

By  allowing  interest  rates  to  soar  to 
usurious  levels,  the  Federal  Reserve 
succeeded  in  breaking  the  back  of 
"expectationary  inflation,"  and  Mr. 
Carter  broke  the  consumers'  spirit  by 
his  abrupt  and  unnecessarily  harsh 
imposition  of  credit  controls.  It's  a 
good   thing   the   Democrats  didn't 
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Dose  Detroit  for  this  year's  conven- 
n.  New  York  will  be  bad  enough 
i,  considering  the  gambles  the  Ad- 
nistration  has  taken  lately,  Las  Ve- 
;  would  have  been  a  more  apt 
jice. 

rhanks  to  the  steep  drop  in  interest 
es,  plus  creeping  OPEC  prices,  the 
stocks  I  recommended  as  good 
ys  in  my  last  column  (  Forbes,  June 
lave  appreciated  an  average  of  over 
Vo  as  of  this  writing.  From  here  on 

•  magnitude  of  increase  should  be 
newhat  smaller  as  investors  await 
:  results  of  second-quarter  corpo- 
e  earnings,  which,  in  most  cases, 
11  make  for  less  cheerful  reading 
in  those  of  the  first  quarter.  None- 
dess,  1  would  continue  to  hold  se- 
ted  domestic  natural  resource  and 
?rgy-related  stocks.  The  Middle 
it  problem  won't  go  away,  and 
ngs  in  the  Arabian  deserts  could 
ily  go  bump  overnight. 

rwo  newcomers  to  my  ever-length- 
ng  list  of  underground  asset  favor- 
5  are  Texas  Oil  &  Gas  (46)  and  Apache 
p.  (25).  Neither  stock  is  cheap  on  a 
rent  price/earnings  basis,  but  both 
npanies  have  very  interesting  fu- 
e  prospects.  Texas  Oil  &  Gas  is 
marily  involved  in  gas  gathering 
1  processing,  in  addition  to  oil  and 
exploration  and  production  and 
ltract  drilling.  Although  most  of 

•  company's  gas  prices  are  still 
^ely  controlled,  the  controls  are  to 
relaxed  each  year  until  they  are 
ised  out  completely  in  1985.  In  the 
antime,  Texas  Oil  &  Gas  is  profit- 
;  handsomely  from  the  rapid  expan- 
n  of  its  natural  gas  liquids  business, 
e  company  is  spending  barrels  of 
mey  to  expand  its  facilities,  and 
reral  new  plants  should  be  oper- 
anal  by  the  end  of  1980.  For  the 
:al  year  ending  this  August,  earn- 
;s  per  share  are  estimated  to  be 
25,  up  from  $2.25  a  year  ago.  For 
:al  1981,  $4.50  looks  attainable. 
Apache  Corp.  is  primarily  an  oil 
1  gas  company,  with  a  special  in- 
est  in  deep  drilling  for  gas.  While 
■  risks  and  costs  of  deep  drilling  are 
at,  the  rewards  for  success  are 
nmensurate  since  gas  discovered 
ire  than  15,000  feet  below  the  sur- 
e  is  free  from  federal  price  ceilings, 
x'p  gas  now  sells  for  around  $5  per 
msand  cubic  feet,  vs.  $2.40  for  con- 
lled  gas.)  Adjusted  for  a  3-for-2 
it  this  past  April,  Apache  Corp. 
lid  show  earnings  for  the  year  of 
35  per  share.  Next  year  is  any- 
iy's  guess.  However,  I've  heard  as 
ich  as  $2  per  share  in  1981 — and 
>sibly  $3  per  share  in  1982.  ■ 
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News,like  beauty, is  often 
in  the  eye  of  the  beholder. 

People  who  read  TIME  regularly,  subscribe  not  only  to  a 
magazine  but  to  an  idea:  that  news  is  as  likely  to  be 
made  under  a  proscenium  arch  as  at  a  conference  table; 
as  likely  to  be  made  under  a  microscope  or  in  the  mind 
of  a  painter  as  at  the  polls  or  on  the  battlefield. 

That's  why  each  week  in  TIME  you'll  find  a  range 
of  departments  devoted  to  such  diverse  subjects  as 
Theatre,  Environment,  Law,  Books,  Art,  and  Medicine. 

It  is  TIME'S  fascinating  coverage  of  news  less  urgent 
but  no  less  newsworthy  that  has  made  TIME  unique. 

And  it  is  this  conviction  that  reportage  is  a  matter  of 
sensibility  as  well  as  sense  that  has  earned  for  TIME 
more  loyal  readers,  by  far,  around  the  world,  than  any 
other  single  news  source. 

The  most  colorful  coverage  of  the  week. 


C  Time  Inc.  1979.  Al 
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Financial  Federation  60 

First  Security   49 

Ford  Motor   8,  27,  128 
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General  Dynamics   39 
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PTL  Television  Network   1 16 

Panhandle  Eastern  Pipe  Line   45 

Pebble  Beach   70 


Procter  &  Gamble   138 

Pro-Motion   74 

Pullman   36 
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Reliance  Group   60 

Republic  Airlines   46 

Ricoh  (Japan)   41 

SAFECO  64 

St.  Paul   69 
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Savin   41 

SEAT  (Spain)   128 
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Syngas   45 

Target  Publishers   42 
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Thompson  CSF  (France)   41 
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Tiger  Intl   70 

Time   83 

Tonka   70 
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Trans  World   46 

Trinity  Broadcasting   1 16 

UAL   46 

US  Air   46 

U.S.  Steel   45 
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Volkswagen  (W.  Ger.)   27,  83 

Western  Air  Lines   46 

Wienerwald  Holding  (W.  Ger.)   85 

Xerox  40 

Zions  First  Natl  Bank   49 


Do  you  know  anybody 
ho  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 


Forbes: 

Capitalist  loot 


JULY  7,  1980 


149 


Classified/juiy?,! 


980 


CAPITAL  TO  INVEST 

CREATIVE  FINANCING 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standhys-Takcout-Perrr.anent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOK  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 


BUSINESS  SERVICES 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A196  Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 


FORBES  BINDERS 


KING  OF  800's 

A  NATIONAL  TOLL  FREE 

ANSWERING  SERVICE 
100  calls  per  mo  for  $25  per  mo 
Call  toll  free  for  information 
The  store  that  never  closes 
1-800-327-9009 
"TOLL  FREE  AMERICA  INC" 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Hinders:  $6.50:  three  for  $18.75 
S(  iid  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


NECKTIES  RECUT  &  RESHAPED 
to  the  new  narrower  width — 
$4.50  per  tie  4  tie  minimum 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove,  NY  11542 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


AVIATION 


LAW  STUDY  THROUGH 
CORRESPONDENCE  — 

Qualify  to  become  an  attorney 
in  some  jurisdictions. 
For  free  information 
phone  toll  free  1-800-423-4530 
Cal.  res.  phone  213-795-5558 
or  write:  Southland  University, 

69  North  Catalina, 
Dept.  H3,  Pasadena,  CA  91106. 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$22.30.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $312.20.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$21.90.  Minimum  size  for  display  of  two  inches  (28 
agate  lines)  costing  $613.20.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


SAVE  $100,000  ON  NEW 
CESSNA  CITATION  I,  SP. 

To  be  delivered  by  factory 
in  September,  1980. 
Call  Homer  Lane 
for  details. 
(602)  257-1234 


TOTAL  MIND  POWER 

(HOW  TO  USE  THE  OTHER 
90%  OF  YOUR  MIND) 

free  booklet 
TOTAL  MIND  POWER 
INSTITUTE 
#4,  LARKSPUR,  CA  94939 


RECREATIONAL  VEHICLES 

MOTOR  HOME 
RENTALS 

Rent-A-Bird 
"A  Blue  Bird  Wanderlodge" 
at 

Holland  Motor  Homes 
733  Michigan  Avenue 
Holland,  MI  49423 
(616)  396-1461 
SALES  —  RENTALS  —  LEASING 


MISCELLANEOUS  FOR  SALE 


GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-835 


Iron 


Make 
America 
smarter. 


The  colleges  are  in  deep  financial 
trouble. 


MU7  Council  for  Flnan<  ial  Aid  to  Education  Inc 
AKi  680  Fifth  Avenue  New  York  NY  10019 


They're  having  to  drop  courses, 
fire  professors,  close  laboratories 
and  limit  libraries. 


They  desperately  need  your  help. 
So  give  them  a  hand  today. .  for 
a  better  tomorrow. 


FjtTM  A  Public  Service  of  This  Magazine 

Crxncil  &  The  Advertising  Council 


Make  America  smarter. 
Give  to  the  college  of  your  choice. 
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REAL  ESTATE 


freehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 
For  Price  &  Construction 
Package  Information  Send  $4.00  To: 


2D* 

TJopsider  Homes 


P.O.  Box  849  F 
Yadkinville,  N.C.  27055 
919-679-8846 


BEAUTIFUL 
MOUNTAIN  RANCH 

:ated  on  the  North  Fork  of  the 
sselshell  River.  8,568  deeded  acres 
ig  in  a  block  between  two  moun- 
i  ranges  adjoining  U.S.  Forest, 
'ed  access  to  the  ranch.  This  is  a 
ily  productive  cattle  operation  that 
>  has  some  of  the  best  fishing  and 
game  hunting  in  this  area  of  Mon- 
a.  Price  includes  all  cattle  and 
ipment  (and  five  head  of  buffalo). 
100,000  with  seller  financing. 
Brochure  on  request 
to  qualified  prospects 

\LL  AND  HALL  INC. 

P.O.  Bo  1924 
Billings,  Montana  59103 
(406)  252-2155 


LTON  HEAD  ISLAND,  S.C. 
OCEAN  FRONT  VILLA 

$6900  DOWN 
$68,900  FULL  PRICE 
90%  Financing. 
Fully  furnished 
OCEAN  FRONT  VILLA 
on  Hilton  Head  Island. 
CALL  COLLECT 
5)  803-785-8666 


TAHITI 

rwin  Tahitian  houses,   a  sea- 
ront  home,  a  hilltop  home,  35 
niles  from  Papeete,  on  Tahiti, 
[ti  .  .  .  Paradise  setting,  IVi  + 
icres,    formerly    Zane  Grey's 
ishing  camp,  available  for  im- 
nediate  occupancy.  Offered  at 
.350,000  U.S.,  fully  equipped. 
Box  A195  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


FREE  CATALOG 

.  .  .  Free  SUMMER  1980  Catalog 
:ribes  and  pictures  more  than  2,700 
ns,  ranches,  acreages,  recreational 
rterties,  businesses,  town  and  coun- 
homes  in  43  states  coast  to  coast! 
ise  specify  type  and  location  pre- 
ed. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 

ALABAMA  ESTATE 

sale,  680  green  wooded  acres  & 
:s,  30min  S  of  B'Ham  2  mi  off 
ay.  14rm  show  place  new  brick 
ne.  Landscaped  with  lgc  boxwoods, 
lelias,  dogwoods  under  longleaf 
es.  l'/imi  paved  ftge.  Terms.  For 
ails  contact:  E.  A.  Mcknight.  1598 
ntgomery  H'Way,  Birmingham, 
.  35216,  ph  205/938-2335  (after 
n). 
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BUSINESS  OPPORTUNITIES 


BE  A  TAX  CONSULTANT 


Income  unlimited  in  ever  growing  profession 
Our  students  are  earning  lucrative  tees  in  dig- 
nified full  or  part  time  home-office  business 
preparing  income  tax  returns  during  busy  tax 
season  Many  operate  profitable  Business  Tax 
Service  with  steady  monthly  fees  of  S10-S50 
Ho  bookkeeping  experience  necessary  We  tram 
you  at  home  and  help  you  start  Licensed  by  N  Y. 
Education  Oept  No  agent  will  call  Wnie  for 
free  literature  Accredited  Member  NHSC  Ap 
proved  for  Vet  Training  A  home  study  school 

NATIONAL  TAX  TRAINING  SCHOOL 
Monsey,  88GM,  N.Y.  10952 


MAIL  ORDER 
DEALERS 

Beautiful  new  book  on  Exotic  Sports. 
Latest  info  on  most  unusual  sports. 
Beautifully  illustrated.  Buy  book  for 
50  cents— sell  for  $5.00  or  more.  Send 
$1.00  for  Sample  and  Buying  details 
to:  BARONBROOK  PUBLISHING, 
2311  Pontius  Ave.,  Suite  B-917 
Los  Angeles,  CA  90064 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations. For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria, 
Albuquerque,  NM  87107;  (800) 
528-6050  Ext.  1980. 


REAL  ESTATE 
FLORIDA  LAND 

In  Horse  country  (near  Ocala):  600 
acres,  irrigated  soy  beans,  corn,  vege- 
table farmland  with  1  Va  miles  paved 
frontage.  Will  divide. 
On  St.  Johns  River:  30,000  acres  un- 
developed land,  18  miles  east  of  Or- 
lando, between  State  Roads  46  &  50. 
Contact  owner: 

NORKIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


AGGRESSIVE 
REAL  ESTATE 
PROFESSIONAL 

Will  locate  —  purchase  —  finance 
— remodel  &  resell  houses  in 
your  or  your  client's  name  for 
share  of  profits, 
i  0-year  success  record. 

ART  GROESBECK 
(213)  274-7171) 


REAL  ESTATE 

We  specialize  in  the  sale  of  row-crop 
farms,  timberland,  cattle  ranches,  and 
development  land  in  Northwest  Flor- 
ida and  Southwest  Georgia  area.  Con- 
tact Southern  Agricultural  Consult- 
ants, Inc.  P.O.  Box  3471,  Tallahassee, 
FL  32303.  Telephone  904/385-2116. 


BUSINESS  OPPORTUNITIES 


Since  1934 

INVENTORS  OF  THE  PATENTED 
CARVEL  ICE  CREAM  MACHINE 
AND  THE  ORIGINATOR  OF  THE 
ICE  CREAM  LICENSING  INDUSTRY 

SEEKS  QUALIFIED  INVESTORS 
FOR  AREA  LICENSES  IN  MAJOR 
U.S.  &  FOREIGN  MARKETS. 

MINIMUM 

$1,000,000 
INVESTMENT 

PRINCIPALS  ONLY 

Reply  to: 

CARVEL  CORPORATION 

41  51  State  Road  84  -  Dept.  E 
Fort  Lauderdale,  Fl.  33314 
or  call  toll  tree 

800-327-2754 


FREE  MONEY 
REPORT 

5,000  unique  money  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-7,  1 1 45  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


INCORPORATE  in  Tax  Free  Nevada! 
(Beat*  the  pants  oft  Delaware) 


Nevada  offers  the  best  tax  advantages 
of  all  50  States!  You  owe  it  to  your- 
self, business,  &  your  family  to  send 
for  these  FREE  exciting  facts  .  .  . 
Corporate  Agents  of  Nevada,  Inc. 
1009  N.  Curry  St.  (Suite  7-F) 
Carson  City,  Nev.  89701  (702)  883-2174 


WIN  BIG  OIL  MONEY 


.tie!  II 


i  o.l  *  A  S2S  (in  doduct- 
could  bring  you  $ioo  000 


:ly.  pk 


free  lnlorm»tion  Call  Toil  f'te  i  f 
S2S- 254  V  Eil  8,  In  Colorado  Call  Col 
1-447-1399.  Ell  6.     Or  Wtil*  . 

F.  Milligan,  inc. 

942  20th  St.,  Orawer  3408FM  . 
Boulder  CO  tOiOT 


— TREASURE  SALVAGE  — 
EXPEDITION 

World's  Largest  Treasure  Salvage 
Corporation  is  seeking  brokers/ 
agents  to  complete  funding  a  Lim- 
ited Partnership  to  recover  over 
$300  million  from  sunken  Spanish 
galleons.  Exclusive  government 
contracts.  167  &  65'  salvage  ves- 
sels on  site  in  Caribbean.  Thou- 
sands of  artifacts,  coins  already 
recovered.  For  details  contact: 
Seaborne  Ventures  Inc.,  P.O. 
Box  1054F,  Key  West,  FL  33040. 


Forbes: 
Capitalist 
TooP 


One  out  of  every  7 
FORBES  subscribers 
is  a  millionaire 


EXECUTIVE  GIFTS 


The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  to  be  stated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  150 

Matnpton  3iati,  £td. 

corporate  fashion 

51  East  42nd  Street  •  Department  FB-7 
iNew  York,  N.Y  10017  •  (212)  Mil  7-6810 


AUTHORIZED  TRS-80®    DEALER  A301 
COMPUTER  SPECIALISTS 


Up  to 
15%  Discount 
on  TRS-80's 

261051  4K  LEVEL  I  $424.00 

26-1056  16k  level  ii  $715.00 
1-800-841-0860  toll  free 
micro  management  systems,  inc. 

Downtown  Plaza  Shopping  Center 
115  C.  Second  Ave.,  S.W. 
Cairo.  Georgia  31728 
(912)  377-7120  Ga.  Phone  No. 


TRS-80  COMPUTERS 

As  a  Radio  Shack""  Authorized  Sales 
Center  owned  &  operated  by  Pan  Amer- 
ican Electronics,  Inc.,  we  can  sell  them 
for  less.  No  taxes  collected  on  out-of- 
state  shipments.  We  pay  shipping  &  in 
surance. 

TOLL  FREE  800/531  7466 
Texas  &  Mam  No.  512/581-2765 
11 17  Conway,  Mission,  Texas  78572 


HEALTH  CARE 


RESIDENCE  FOR 
CHRONIC  PSYCHIATRIC 
PATIENTS 

A  new  residential  program  for 
recently  hospitalized  long-term 
psychiatric  patients  will  start  in 
Philadelphia  this  summer.  Situ- 
ated in  a  handsome  fieldstone 
home,  this  specialized  program 
promoting  each  resident's  inde- 
pendence and  skills,  will  be  under 
the  guidance  of  Friends  Hospital, 
America's  first  private  nonprofit 
psychiatric  hospital,  founded  by 
Quakers  in  1813.  Thirteen  patient 
limit.  $80  per  diem.  For  more  de- 
tails write  Diane  Attcnborough, 
R.N.,  Greystone  House,  Friends 
Hospital,  4745  E.  Roosevelt  Boule- 
vard, Philadelphia,  PA  19124. 
(Phone  215-831-4600.) 


To  know  how  to  dissemble 
is  the  knowledge  of  kings. 
Richelieu 


When  was  truth  so  beautiful 
that  it  eould  be  preferred 
to  a  magnanimous  life? 

TORQUATO  TASSO 


The  aim  of  the  liar  is  simply 
to  charm,  to  delight,  to  give 
pleasure.  He  is  the  very  basis 
of  civilized  society. 
Oscar  Wilde 


I  defy  any  man  to  deceive  me. 
He  would  have  to  be  a  real  rogue 
to  be  as  bad  as  I  imagine  him. 
Napoleon 


Trust  that  man  in  nothing  who  has 
not  a  conscience  in  everything. 
Laurence  Sterne 


A  Text . . . 

Where  no  wood  is,  there 
the  fire  goeth  out:  so 
where  there  is  no  tale- 
bearer, the  strife  ceaseth. 
Proverbs  26:20 


Sent  in  by  Bob  McCauley,  Oak  Harbor, 
Wash.  What's  your  favorite  text'  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Much  industry  and  little 
conscience  make  a  man  rich. 
John  Ray 


I  will  have  nought  to  do  with 
a  man  who  can  blow  hot  and 
cold  with  the  same  breath. 
Aesop 


One  lie  will  destroy  a 

whole  reputation  for  integrity. 

Baltasar  Gracian 


Thoughts 

on  the  Business  of  Life 


Without  loyalty  nothing  can 
he  accomplished  in  any  sphere. 
The  person  who  renders  loyal 
service  in  a  humble  capacity 
will  he  chosen  for  higher 
responsibilities,  just  as  the 
Biblical  servant  who  multiplied 
the  one  pound  given  him  by  his 
master  was  made  ruler  over 
ten  cities,  whereas  tlx'  servant 
who  did  not  put  his  pound  to 
use  lost  that  which  he  had. 
B.C.  Forbes 


Few  things  help  an  individual 
more  than  to  place  responsibility 
upon  him  and  to  let  him  know 
that  you  trust  him. 
Booker  T.  Washington 


Cunning  and  treachery  are 
the  offspring  of  incapacity. 
La  Rochefoucauld 


The  most  exhausting  thing 
in  life,  I  have  discovered, 
is  being  insincere.  That  is 
why  so  much  social  life  is 
exhausting;  one  is  wearing  a  mask. 
Anne  Morrow  Lindbergh 


Principles  become  modified 
in  practice  by  facts. 

(AMES  FENIMORE  COOPER 


The  secret  of  a  good  life 
is  to  have  the  right  loyalties 
and  to  hold  them  in  the 
right  scale  of  values. 
Norman  Thomas 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


In  politics,  as  in  high  finance, 
duplicity  is  regarded  as  a  virtue. 
Mikhail  A.  Bakunin 


What  is  the  new  loyalty?  It  is, 
above  all,  conformity.  It  is 
the  uncritical  and  unquestioning 
acceptance  of  America  as  it  is. 
Henry  Steele  Commager 


A  little  rebellion  now  and 
then  is  a  good  thing. 
Thomas  Jefferson 


The  strongest  bulwark  of 
authority  is  uniformity;  the 
least  divergence  from  it 
is  the  greatest  crime. 
Emma  Goldman 


Every  country  has  the 
government  it  deserves. 
Joseph  de  Maistre 


The  hottest  places  in  Hell 
are  reserved  for  those  who, 
in  a  period  of  moral  crisis, 
maintain  their  neutrality. 
Dante 


The  greatest  glory  of  a  freeborn 
people  is  to  transmit  that 
freedom  to  their  children. 
William  Harvard 


The  humblest  citizen  of 
all  the  land,  when  clad  in 
the  armor  of  a  righteous 
cause  is  stronger  than 
all  the  hosts  of  error. 
William  Jennings  Bryan 


The  love  of  liberty  is  the 
love  of  others;  the  love  of 
power  is  the  love  of  ourselves. 
William  Hazlitt 


Hypocrisy,  by  acquiring  a 
foundation  of  credit  in 
smaller  matters,  prepares 
for  itself  the  opportunity 
of  deceiving  in  greater. 
LrvY 
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"£eotdhrand  water*" 


If  you  like  fine  Scotch,  you'll  love 
light,  imported  Jameson  Irish. 

Try  a  glass  of  Jameson  Irish  the  way 
you  would  your  favorite  Scotch.  With 
water.  Soda.  On  the  rocks. 

You'll  notice  how  much  it  tastes  like 
fine  Scotch— only  lighter  and  more 


delicate. 

The  dedicated  Scotch  drinker 
will  instantly  appreciate  this  flavor 
difference. 

Though  it  may  take  a  little  time 
getting  used  to  saying,  "Jameson  Irish 
and  water,  please." 


Jameson.  World's  largest-selling  Irish  Whiskey. 


80  PROOF  •  CALVERT  DIST  CO..  N.Y.C. 


Put  your  cash  management  needs  on  paper. 
Then  challenge  Citibank  to  work  them  out 


)Citibank  1980 


Citibank.  X.A. 


Member  I 


Every  business  has  different  cash  management  needs— 
including  yours.  So,  tell  us  exactly  what  you  want  in  a  cash 
management  system.  The  CitiCash  Manager  is  so  adaptable 
that  we  re  sure  you  won  t  be  disappointed. 

A  special  dimension  in  cash  management. 

Citibank's  cash  management  experts  work  with  you  to 
co-design  the  ideal  system  for  the  way  you  do  business.  Then 
your  CitiCash  Manager  team  makes  sure  it  works  at  full 
potential. 

Behind  it  — your  cash  management  team. 

The  heart  of  your  CitiCash  Manager  is  a  permanent  team 
that  operates  at  a  unique  workstation.  This  team  knows  your 
account  thoroughly  and  it  provides  day-to-day  continuity  for 
you  — in  depth. 

At  the  push  of  a  button,  your  Workstation  Managers 
name  and  phone  number  will  appear  on  the  terminal  in  your 
own  office.  He  or  she  is  a  thoroughly  trained  professional 
with  detailed  knowledge  of  your  account.  And,  because  the 
Manager  and  your  team  have  direct  access  to  information, 
many  of  your  questions  can  be  answered  with  one  phone  call. 
The  capabilities  you  need. 

Of  course,  you  get  the  technical  advantages  you  would 
expect  from  Citibank.  Like  up-to-the  minute  reporting  of 
transactions  so  you  can  reconcile  your  accounts  on  a  real-time 
basis  and  the  ability  to  transfer  funds  automatically.  You  can 
be  connected  to  your  accounts  in  Citibank  worldwide  as  well 
as  to  accounts  in  your  other  banks.  The  CitiCash  Manager 
system  provides  35  day  historical  retrieval  of  information, 
instantaneous  hard  copy  confirmation  of  all  transactions, 


including  statements  of  your  accounts.  CitiCash  Manaj 
has  the  design  flexibility  to  handle  just  about  any 
requirement  you  have. 

Follow  the  leaders. 
Discover  why  six  of  the  top  ten  companies  in  Fortii 
500  — and  many  smaller  companies  — have  chosen  CitiO 
Manager. 

Citibank's  commitment. 

Citibank  is  committed  to  finding  practical  solution 
the  growing  challenges  in  corporate  cash  management, 
cover  what  innovative  electronic  banking  can  mean  to  j 
operating  efficiency  — and  to  your  bottom  line. 

Help  us  design  your  ideal  system 

Tell  us  about  your  unique  cash  management  needs 
and  we  can  begin  to  co-design  a  CitiCash  Manager 
system  just  for  you.  We  can  even  set  up  a  dem 
onstration  right  in  your  office.  For  more 
information,  just  contact  your  Citibank 
account  manager,  or  Ken  Hines, 
Senior  Vice  President.  Citibank. 
399  Park  Avenue,  New  York,  N.Y. 
10043.  phone  (212)5 59-1460. 


i 


CitiCash 
Manager 

You  are  the  main  component. 


CITIBANK 


U.S.  NAVAL  POWER 

HOW  STRONG  ? 
>W  VULNERABLE  ? 


Treat  yourself  like  company. 


s 


I 


Seagram  sYO. 
symbol  of  imported  luxury.  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

( lanadian  whisky.  A  blend  of  Canada's  finest  whiskies.  (>  years  old.  N6.S  Proof.  Seagram  Distillers  Co..  N.Y.C. 


BUKUNUAME 


ightweight  aluminum  auto  parts.  Because 
America  needs  more  miles  per  gallon,  today. 


ny  of  the  208  different  weight- 
ing aluminum  parts  in  1980 
nestic  cars  are  shown  in  the  above 
iminum  Association  composite 
del.  Every  pound  of  aluminum 
id  in  today's  cars  saves  energy. 
iile  the  use  varies  per  car,  the 
irage  1980  car  contains  about  120 
jnds  of  aluminum.  That  replaces 
)ut  300  pounds  of  conventional 
terials  for  a  direct  saving  of  180 
jnds.  And,  because  designing  in 
minum  permits  the  downsizing  of 
ler  related  components,  there's  a 
:ential  secondary  saving  of 
)ther  90  pounds. 

3  lighter  the  car,  the  less  energy  it 
es  todrive  it.  And  Alcoa*  aluminum 
>ne  of  the  reasons  why  today's  cars 


are  getting  38  percent  more  miles 
per  gallon  than  six  years  ago.  And 
we  believe  the  increased  use  of 
aluminum  will  help  auto  engineers 
design  future  cars  with  even  greater 
fuel  efficiency.  Aluminum.  It's 
helping  to  save  precious  energy,  just 
when  America  needs  it  most. 
For  more  information  on  aluminum, 
write  Alcoa,  446-G  Alcoa  Building, 
Pittsburgh,  PA  15219. 


James  E.  Grant,  Senior  Applications 
Engineer— Aluminum  Company  of  America. 
"High  strength,  lightweight  aluminum  has 
proven  itself  in  aircraft,  trucks  and  automo- 
biles over  the  years  Today,  production  parts 
from  Alcoa's  new  6000  series  body  sheet 
alloys  meet  or  exceed  the  strength  of  draw- 
quality  steel  parts" 


We  can't  wait  for  tomorrow. 


□ALCOA 
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WAITING  IS 
FRUSTRATING, 
DEMORALIZING, 

AGONIZING, 
AGGRAVATING, 
ANNOYING, 
TIME  CONSUMING, 
AND  INCREDIBLY 
EXPENSIVE. 

IT'S  ALSO 
UNNECESSARY. 


Waiting. 

It's  another  cost  of  doing  business 
today.  Because  business  is  spread  out  all 
over  the  country. 

And  it  takes  time  to  get  things 
from  one  part  of  the  country  to  the  other, 
sometimes  days  and  days. 
And  that  gets  expensive. 

For  instance, 
every  time 
an  executive 
sends  a  letter, 
a  document,  or  a 
report  to  another 
city,  someone  has  to 
wait  for  it. 
This  slows  down  the  whole  project, 
which  affects  productivity,  which  affects 


or  computer,  you're  talking  big  money  for 
each  day  of  waiting. 

Fortunately,  there  is  an  alternative. 
Next  time,  instead  of  waiting  for 
something  from  somewhere  else,  tell  them 
to  send  it  Federal  Express  and  you'll  have 
it  overnight.* 

For  as  little  as  $19.00,  the  report  you 
called  Phoenix  for  on  Monday  can 
be  in  your  hands  on  Tuesday. 

The  part  sitting  on 
a  shelf  in  Pittsburgh  on 
Thursday  can  be  in 
your  assembly  fore- 
man's hands  in  Los 
Angeles  on  Friday. 

With  Federal 
Express  you  don't  have 
to  wait  for  anything  anymore. 

Imagine  what  that  could  do  to  this 
country's  productivity  figures  if  everyone 
used  Federal  Express  to  eliminate  waiting. 

Imagine  what  that  could  do  to  your 
profit  statement  if  you  used  Federal 
Express  more  and  more. 

Look  at  Federal  Express  as  not  just 
a  service  to  use  in  an  emergency,  but  also 
as  a  way  to  eliminate  the  frustration,  the 
annoyance,  and  the  expense  of  waiting, 
and  you'll  start  to  see  Federal  Express  the 
way  we  envisioned  it  in  the  first  place. 

Federal  Express  is  really  a  new  tool 
that  can  and  is  revolutionizing  the  way 
America  does  business,  as  did  the  phone, 
the  copy  machine,  the  computer,  arid 
jet  travel. 

In  a  very  real  sense,  it's  the  next  tool 
that's  needed  now  that  we  can  pick  up 
the  phone  and  talk  to  anyone  and  now  that 
we  can  get  on  an  airplane  and  go  meet 
with  anyone. 

Thanks  to  Federal,  you  can  now 
have  things  sent  to  you  from  practically 
any  place  in  the  country  overnight. 

So  pick  up  the  phone  and  call  us 
at  800-238-5355  and  we'll  pick  up,  fly  and 
deliver  your  package  or  envelope  overnight. 

With  no  waiting,  and  all  the  mental 
and  physical  problems  that  go  with  it. 

After  all,  why  wait  when  you  don't 
have  to? 

"Monday  through  Friday.  Saturday  delivery  by  special  request  at  an  additional  service  charge.  ©  1W80  Federal  Express  Corporation     All  services  are  subject  to  the 
current  Federal  Express  Corporation^  Service  Guide. 

FEDERAL  EXPRESS 

WHY  WAIT  WHEN  YOU  DON'T  HAVE  TO? 


profit,  which  affects  the  entire  perfor- 
mance of  the  company. 

And  when  you're  talking  about  skill- 
ed labor  waiting  for  a  part  for  a  machine 


For  a  copy  of  our  latest  annual  report  please  write  to:  Mr.  Daniel  N.  Copp,  P.O.  Box  727,  Dept.  371,  Memphis,  TN  38194 
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PAID  CIRCULATION  OVER  690  000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


Admiral  Thomas  B  Hayward,  chief  of  naval  operations,  and  Forbes'.  Ann  Hughey 


Assigning  Ann  Hughey  of  Forbes'  Wash- 
ington bureau  to  report  and  write  the 
cover  story  in  this  issue  (see  p  57)  was  a 
bit  like  sending  coals  to  Newcastle.  The 
U.S.  Navy  is,  to  say  the  least,  in  the 
family.  Shoving  off  soon  for  the  Middle 
East  will  be  the  U.S.S.  Conolly,  a  destroy- 
er named  for  Hughey's  admiral  grandfa- 
ther. Her  father  used  to  fly  for  the  Navy 
and  an  uncle  wears  admiral's  braid.  "No, 
you  don't  call  relatives  when  doing  a 
story  like  this,"  Hughey  says,  knowing 
the  ways  of  the  service.  But  background 
rubs  off  like  knowing  that  if  you  want  a 
night  chat  with  the  chief  of  naval  oper- 
ations you  can  find  his  number  in  the 
phone  book. 

Interviews  took  her  from  the  Pentagon 
to  the  flight  deck  of  the  nuclear  carrier 
Nimitz  to  the  naval  air  training  station 
at  Pensacola,  Fla.  "But  we  didn't  get  into 
this  just  to  tell  the  Navy's  story,"  says 
Hughey.  "Forbes  readers  want  to  know 
what  it  will  take  to  protect  that  oil  life- 


Repijrter  Beth  Brophy  c/jecks  out  Duke 


line,  not  just  because  of  what  oil  m« 
to  national  security,  but  because  the 
of  protecting  that  lifeline  also  afB 
those  little  problems  of  balancing 
budget  and  dealing  with  inflation." 

Making  sure  those  defense  dollars 
well  spent  led  Beth  Brophy  of  the  W| 
ington  bureau  to  visit  with  Duke,  a  i 
man  shepherd,  at  his  home  in  Ft.  IV) 
just  outside  Washington,  D.C.  (see p. 
"Look,  when  you're  a  single  womai 
Washington,  you  meet  a  lot  of  dogs 
say  this  for  Duke.  He  doesn't  wear  pj 
ester  suits  or  gold  chains,"  says  the 
year-old  reporter-researcher  who  sj 
most  of  her  time  the  past  few  we 
working  with  Miss  Hughey  on  the  Na 

One  of  the  problems  with  military 
ries,  the  pair  say,  is  that  all  the  old 
diers  and  salts  at  Forbes'  New 
headquarters  want  to  know  why  thi 
aren't  like  they  used  to  be  when  tj 
were  in  the  service.  Asked  one  of  thi 
for  example,  "What  ever  happened 
that  nice  simple  naming  system 
Navy  had,  battleships  after  states,  crj 
ers  after  cities,  submarines  for  fish?" 

"Now  it's  a  mishmash,"  says  Brojj 
Carriers  are  named  for  the  famous  (N 
ltz),  as  are  fleet  ballistic  submarii 
(George  Washington)  unless  they  are 
new  Trident  class  (the  class  carries 
name  of  its  missiles)  like  the  Ohio, 
corts  are  named  for  Navy  or  Marine 
roes  unless  they  are  named  for  the 
prime  minister  of  Australia  as  is  the  I 
ate  Harold  E.  Holt.  Who's  famous  enoj 
to  rate  a  nuclear  aircraft  carrier?  V\j 
the  next  will   be  the  U.S.S.  Vins 
named  after  the  late  Carl  Vinson,  a 
mel  chairman  of  the  House  Armed  ! 
vices  Committee. 
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Whythel980'slook 
brighter  in  Florida 
than  in  other  states. 


As  the  banks  with  more  offices  in  more  places  around  the  state, 
you'd  expect  us  to  be  optimistic  about  Florida.  But  when  it  comes  to 
economic  prospects,  facts  are  facts. 

Fact  #1:  During  the  1980s,  Florida  will  outgrow  every  state  in  the 
country,  to  a  1990  population  of  over  12  million. 

And  the  faster  a  state  is  growing,  the  better  for  business. 

Fact  #2:  The  nations  lowest  tax  rate.  The  most  recent  data  shows 
that  the  average  family  of  four  earning  $15,000  a  year,  paid  only  $656 
in  state  and  local  taxes,  66%  less  than  many  residents  of  the  Northeast. 

And,  the  more  disposable  income,  the  better  for  business. 

Fact  #3:  In  1979,  business  incorporations  grew  17%  over  1978  in 
Florida,  vs.  a  U.S.  average  of  10%.  102  industries  moved  here,  resulting 
in  $850  million  of  capital  investment. 

All  this  indicates  a  healthy  business  climate,  and,with  resources  of 
$4.0  billion,  we  can  help. 

We  can  lend  over  $25  million  to  a  single  business  customer. 

We  offer  every  service  a  business  is  likely  to  need,  from  Leasing  to 
International  Services  to  Cash  Management. 

So,  whether  you're  considering  a  move,  or  you're  already  here, 
contact  us  soon. 

Because  what's  good  for  American  business  in  the  1980s  will  be 
better  for  Florida  business,  And,  in  Florida,  business  couldn't  AHHRk 
have  a  better  bank  than  Barnett.  falPjr^H 

Foi  more  information.!  ontacl  Hugh  |ones  First  Vice  Presidi  nt  Barnett  Banks  of  Florida,  In  .P.O  Box  1078' ',  Jacksonville,  Florida  32231.(904)791-7441.  ^HHHHHF 

All  Barnett  Banks  are  members  of  FDIC 


Trends 


Edited  By  John  A.Conway 


King  of  the  road 

General  Motors,  already  the  automotive 
king  of  the  road,  will  become  even  more 
dominant  by  the  mid-1980s,  a  Wall 
Street  auto  analyst  told  the  Senate.  By 
1985,  said  Paine  Webber's  Maryann  Kel- 
ler, GM  will  be  "the  only  auto  company 
in  the  world  capable  of  building  a  full 
range  of  cars  and  trucks."  Ford,  in  her 
view,  might  not  be  able  to  raise  the  cap- 
ital to  keep  making  big  cars  and  thus  be 
forced  into  head-on  competition  with 
the  Japanese  (who  she  expects  will  keep 
20%  of  the  U.S.  market,  compared  with 
their  present  23%  share).  As  for 
Chrysler,  analyst  Keller  thinks  a  tie-up 
with  a  foreign  company  might  save  it 
"though  I  am  hard-pressed  to  identify 
any  with  both  the  resources  and  desire  to 
take  on  Chrysler" — a  view  that  the  num- 
ber three  automaker's  chairman,  Lee  Ia- 
cocca,  expressed  many  months  ago. 


New  insurance  rules 

With  only  six  states  to  go,  a  new  car- 
rating  system  is  lowering  insurance  costs 
for  drivers  who  buy  stronger,  more  re- 
pairable automobiles.  Rates  will  go  up  for 
"muscle"  sports  models.  The  New  York- 
based  Insurance  Services  Office,  an  in- 
dustry research  group,  developed  the  new 
guidelines,  which  have  been  approved  by 
44  states  (the  exceptions:  Connecticut, 
Hawaii,  New  Jersey,  New  York,  South 
Carolina  and  Oklahoma).  The  rules  apply 
only  to  collision  and  comprehensive  in- 
surance (fire,  theft,  wind  damage,  etc.). 
The  ISO  researchers  concluded  that  four- 
door  cars  suffered  less  damage  in  acci- 
dents than  two-door  models  and  that  big- 
ger cars  fared  better  and  were  easier  to 
patch  up  than  small  ones.  The  high- 
powered  sports  models,  the  Alliance  of 
American  Insurers  says,  often  attract 
"aggressive  personality  types"  who  get 
into  more  accidents.  The  ratings,  which 
apply  only  to  1980  cars,  will  be  recalcu- 
lated annually.  The  lower  premiums  un- 
der the  ISO  system  will  cover  such  lines 
as  the  Cadillac  Seville,  Chrysler  New- 
port, Buick  Electra  and  the  four-door 
Chevrolet  Citation  (one  of  GM's  X-cars). 
Bigger  insurance  tags  will  be  hung  on 
such  sporty  lines  as  the  Chevy  Corvette, 
Ford  Mustang,  Pontiac  Firebird  and, 
among  the  imports,  the  Toyota  Celica 
and  Volkswagen  Scirocco. 


'lis  blessed  to  receive 

A  bipartisan  move  is  getting  under  way 
in  Congress  to  free  up  the  use  of  gifts  and 
payments  to  foreigners  while  bidding  for 
business  abroad.  With  the  U.S.  trade 
deficit  expected  to  reach  $40  billion  this 
year,  the  squeaky-clean  code  inspired  by 


tin  post -Watergate  mood  looks  like  an 
expensive  luxury.  "If  we  expect  U.S. 
businesses  to  be  aggressive  and  competi- 
tive abroad,"  says  Rhode  Islands  Repub- 
lican Senator  John  Chafee,  "we.  must  not 
encumber  them  with  unnecessary  bar- 
riers and  restraint."  Chafee,  a  moderate, 
is  one  of  a  dozen  senators  out  to  change 
the  1977  Foreign  Corrupt  Practices  Act. 
The  group  ranges  from  conservatives  like- 
Republican  Harrison  Schmitt  of  New 
Mexico,  a  former  astronaut,  to  liberal 
Democrats  like  Adlai  Stevenson  of  Illi- 
nois and  Lloyd  Bentsen  of  Texas.  Pro- 
claiming that  they  are  "all  against  brib- 
ery," they  want  to  change  the  law  be- 
cause they  deem  it  murky  and 
restrictive.  Under  their  proposals,  U.S. 
firms  could  offer  gifts  and  payments  that 
are  legal  in  the  country  involved,  hand 
out  courtesy  tokens  of  regard  or  bread- 
and-butter  gifts  in  return  for  hospitality, 
and  pay  expenses  for  foreigners  coming 
to  the  U.S.  to  look  over  American  prod- 
ucts or  operations.  On  other  fronts,  the 
drive  to  spur  exports  includes  moves  to 
let  corporations  and  banks  form  trading 
companies  (a  major  Japanese  export  ploy) 
without  violating  antitrust  laws,  to  pro- 
vide tax  incentives  for  Americans  work- 
ing abroad  and  to  expand  Export-Import 
Bank  financing. 


The  almost-inglorious  4th 

Jimmy  Carter's  ceremonial  signing  of 
the  bill  to  create  a  $20  billion  synthetic- 
fuels  industry  could  have  been  a  political 
disaster.  The  President  had  planned  to 
put  his  name  to  the  milestone  measure 
on  the  Fourth  of  July  and  to  proclaim  the 
holiday  as  "Energy  Independence  Day," 
emphasizing  how  synfuels  would  at  last 
give  the  U.S.  at  least  one  effective  weap- 
on against  OPEC  and  its  price-fixing. 
Someone  with  a  longer  memory,  howev- 


The  presidential  pen  in  action 

In  politics,  a  good  memory  can  help. 


er,  recalled  another  presidential  effc  if 
energy  independence  that  came  to  s; 
end.  That  was  in  1974  when  Ri.  I 
Nixon,  just  as  the  Watergate  cloud  ir 
was  about  to  engulf  him,  loosed  th<  a 
fare  for  "Project  Independence,"  v  it 
he  saw  as  an  allout  effort  to  free  the  J. 
from  the  grip  of  the  oil  sheikhs.  Th  a 
of  that  project — and  its  creator — fin  I 
Carter's  original  idea.  The  synfuels  b 
ing  was  switched  to  a  low-key  eve  H 
June  and  the  Fourth  remained  plai  d 
Independence  Day. 

•> 

The  bravest  man 
on  Wall  Street? 

Only  recently  a  major  business  mag, 
predicted  that  Ford  Motor  might  b 
other  Chrysler.  But  here's  David  h 
Drexel  Burnham  Lambert's  able  aut 
alyst,  predicting:  "I  feel  Ford  could 
$6  a  share  next  year  and  $14  in  198 
he's  right,  Ford  is  currently  selling  a 
than  2  times  its  two-years-out  earn 
Ford,  he  agrees,  could  lose  $1  billior 
year  and  "sharply  slash  its  divj 
payout,"  but  Healy  still  expects  Fa 
pay  something.  "Perhaps  $1,"  he 
adding  that  "the  cut  dividend  ma] 
affect  Ford's  stock  price — that's  ah 
been  discounted."  And  Healy  still  tr 
Ford  might  show  a  small  profit  ir 
fourth  quarter  of  1980. 

Healy's  glow  is  fueled  by  several 
tors.  First,  he  thinks  the  economy 
recover.  That  has  to  help  the  auto 
ness.  He  also  notes  that  this  fall  Fore 
have  a  new  frontwheel-drive  subi 
pact,  the  Ford  Escort  (or  Mercury  L 
replacing  its  former  low-cost  and  troi 
plagued  entry,  the  Pinto.  The  Japa 
he  says,  will  also  lose  some  of  the  ma 
with  a  rising  yen  forcing  up  their  pr 
Finally,  the  Drexel  Burnham  man 
by  the  end  of  next  year  Ford's  new  n 
agement  will  have  carved  $1.5  bi 
from  fixed  costs — mostly  in  labor.  E 
sneer:  Healy  called  the  1975  auto  1 
around.  Right  on  the  button. 


Beachheads  in  Japan 

American  semiconductor  manufactt 
are  stepping  up  their  invasion  of  Jai 
with  two  targets  in  their  sights.  One 
establish  themselves  in  that  groi 
market,-  the  other  (and  this  is  the  one 
Japanese  believe)  is  to  recruit  local  t 
neers  to  offset  the  increasing  deart 
such  talent  in  the  U.S.  The  device  r 
used  is  to  set  up  designing  centers  ge 
to  finding  the  type  of  semiconductor 
suited  to  Japanese  customers.  At  the 
of  1979,  only  two  U.S.  producers,  T 
Instruments  Inc.  and  Motorola  Inc.,  \ 
running  such  centers  in  Japan, 
spring,  Intel  Corp.  moved  in  (and  hit 
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Consolidated  Gold  Fields  Limited 


The  lOO  largest  foreign  investments  in  the  U.S. 


We  at  Consolidated  Gold  Fields  were  sorry  not  to  appear  on  the 
list  in  FORBES  on  July  7. 

Our  U.S.  sales  ot$750  million,  all  in  100%-owned  operations, 
would  have  put  us  around  50th.  Full  details  appear  below  for 
those  who  want  to  correct  their  copies  of  the  list. 

Investing  in  the  USA,  rather  well,  is  something  to  which  we 
give  a  lot  of  time  and  effort.  So  we  were  upset  not  to  be  listed, 
and  asked  FORBES  why. 

It  turns  out  that  FORBES  reckons  we  are  a  part  of  Anglo- 
American  Corporation  of  South  Africa  Limited.  Wrong.  Con- 
solidated Gold  Fields  is  a  completely  independent  company. 
Anglo-American  has  12V2%  of  our  equity,  recently  purchased  in 
the  open  market,  and  has  said  that  it  does  not  expect  to  buy 
more.  Another  major  mining  company,  DeBeers,  also  has  12Vz% 
of  our  equity.  We  have  38,000  other  shareholders. 

We  are  working  for  all  of  them.  Consolidated  Gold  Fields  is 
alive  and  well  and  investing  in  the  United  States  of  America. 
We'll  try  to  be  higher  than  50th  in  your  list  next  year,  Mr. 
Forbes.  Leave  space  for  us. 


And  here  are  the  facts  for  this  year 


Revenues 

$  Millions 

Net  Assets 

ZCON  CORPORATION 

Steel 

462 

182 

RC  AMERICA  CORPORATION 

Concrete 

186 

78 

EWCONEX  CORPORATION 

Drill  rigs 

102 

60 

OLD  FIELDS  MINING  CORPORATION 

Gold  and  silver 

Negligible 

12 

otal 

750 

332 

Imagine  an  engine 
as  powerful  as  eight  cylinders  t 
but  as  thrifty  as  six* 


We  did 
len  we  helped  the  auto  makers 

achieve  it 


rrett  engineer  proudly 
te  hood,  and  pointed  to 
ine.  It  was  a  six-cylinder, 
ictly  the  kind  of  fire- 
hat  inspires  legends, 
that  this  one  was  fitted 
jarrett  turbocharger. 
formance  rides  again, 
ause  General  Motors, 
lab,  Mercedes  Benz, 
t,  Renault,  International- 
ter,  and  Datsun  turned 
st  remarkable  source, 
rrett  Corporation, 
sarned  our  wings  in  aero- 
hen  built  ourselves  into 
atrial  giant  with  a  technol 
e  just  shy  of  awesome, 
at's  most  important  is 
:  apply  that  technology, 
jarrett,  we've  always 
i  that  application  is 
So,  long  ago,  we  orga- 
irselves  on  one  principle: 
imize  the  creative 
)f  our  engineers.  We  put 
teams. They  never 
one  on  one  isolated  part 


of  a  problem  like  the  three 
blind  men  trying  to  describe 
what  an  elephant  looks  like. 
They're  responsible  for  entire 
projects,  not  just  slight  modi- 
fications. Time  and  again,  the 
result  has  been  some  of  the 
most  impressive  solutions  to 
the  problems  of  today.  It's 
catapulted  us  into  a  position  of 
leadership  in  the  development 
of  energy  efficient  engines  and 
systems.  In  all  sorts  of  areas. 

For  industries  requiring 
on-site  generation  of  electricity, 
Garrett  is  replacing  traditional 
diesel  power  with  a  new  gener- 
ation of  fuel- efficient  small  gas 
turbines  that  are  lighter, 
smaller,  and  last  longer  than 
diesels  of  comparable  size. 
And  to  our  way  of  thinking, 
longer  lasting  is  more  efficient. 

We've  also  found  a  way 
to  make  our  advanced  gas 
turbines  work  even  harder. 
Through  cogeneration  systems, 
our  gas  turbines  drive  gener- 
ators to  produce  electricity, 
while  simultaneously  using  the 


turbine  exhaust  to  produce 
steam,  hot  water,  or  hot  air. 

You'll  find  us  in  everything 
from  automobiles  to  agricul- 
ture, office  buildings  to 
refineries.  Everywhere  doing 
much  the  same  thing:  making 
engines  and  systems  work 
harder.  But  the  real  frontier 
for  us  is  you. 

If  you're  not  sure  how  we 
can  help  you,  we  suggest 
you  first  take  a  look  at  your 
energy  bills,  or  your  EPA 
requirements,  or  whatever  else 
you're  working  against. Then 
write  us  for  more  information. 
Just  take  the  time  you'd  nor- 
mally spend  at  the  gas  pump 
and  send  a  letter  off  to 
our  President,  Jack  Teske. 
You  can  reach  him  at  The 
Garrett  Corporation, 
Dept.  1,  P.O.  Box  92248, 
Los  Angeles,  California  90009. 

(CARRETf  J  The  Garrett  Corporation  I 
\.    Jb±    y  One  of  The  Signal  Companies 


Garrett 

The  aerospace  company  with  its  feet  on  the  ground. 


THE  BANK-WITHIN-A-BANK 
AT  CITIBANK.  FOR  YOU? 

At  the  Private  Banking  Division, 
PBD  Rankers  are  ^iven  extraordinary 
latitude  and  authority  to  serve  the 
needs  of  financially  extraotdinary 
customers,  people  who  have  a  net 
worth  of  $1,000,000  or  more. 
For  more  information  write  to 
Margaret  Scott,  VR,  Private 
Ranking  Division,  Rox 
2450,  One  Citicorp  Cen- 
I  ter,  Lexington  Avenue  at 
5  3rd  Street,  New  York, 
N.Y.  10043. 


PRIVATE 
BANKING 
DIVISION 

CITIBAN«2 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  prim ) 


New  Address: 


BrocK 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


City 

State 

Zip 

OKLAHOMA  CITY,  OK 

Date  of  Address  Change 

F4826 
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Trends 


top  Japanese  microcomputer  expet 
run  its  setup).  National  Semicondi 
Corp.  is  rounding  up  Japanese  engir 
to  set  up  a  base  of  its  own  by  the  en 
this  year.  Fairchild  Camera  &  In 
ment  Corp.  has  been  reported  thini 
of  following  the  same  course. 


A  shift  in  Detroit 

Washington's  attack  on  Ford's  autort 
transmissions — the  charge  is  that  if 
is  left  with  its  motor  running,  an^j 
such  as  a  slammed  door,  may  senq 
vehicle  off  in  reverse — has  shatter 
long-standing    Detroit  tradition. 
Wheelsville  code  of  honor  has  al' 
been  that  one  manufacturer  never 
cized  another.  The  possibility  of  a 
recall,  which  could  involve  16  mi 
cars  and  cost  at  least  $500  mil 
changed  the  rules.  When  the  prol 
first    surfaced,    General  Motors 
Chrysler  had  their  engineers  fine-c 
their  own  transmissions.  The  cor 
sion,  made  in  internal  reports,  was 
neither  had  Ford's  problem  and  the 
perts  detailed  what  they  thought  Fi 
problem  was.  The  federal  watch) 
asked  for  and  got  these  studies,  wj 
gave  them  the  ammunition  to  go 
Ford.  Since  then,   Ford  minions  1 
been  busily  slamming  doors  on  the  c 
petition's  cars  to. jar  their  transmiss 
from  park  to  reverse  and  thus  der 
strate  that  everyone  has  the  same  t 
ble.  The  obvious  solution:  Don't  gel 
of  a  car  and  leave  the  motor  running 


A  slip  of  the  slide  rule 

Decontrolling  oil  prices,  the  Coni 
sional  Budget  Office  said  comforting 
year  ago,  would  raise  prices  by  a  scai 
noticeable  0.6%  to  0.8%.  But  the  Caj 
Hill  budgcteers  are  having  sen 
thoughts.  Decontrol,  they  say  now, 
push  up  the  Consumer  Price  Inde: 
"approximately  4.3%  to  4.6%  by  191 
That  will  include  a  1.5%  lump  this 
and  2.1%  in  1981. 


Backfire 

The  clamor  for  quotas  to  brake  Japa 
auto  imports  could  have  an  effect 
champions  haven't  realized.  One  rej 
could  be  to  drive  even  more  U.S 
dealers  to  the  wall,  hardly  what  the 
tectionists  have  in  mind.  Many  de4 
carry  both  foreign  and  domestic  cars! 
depend  on  the  fast-selling  imports  tc 
set  the  dying  demand  for  slower-moi 
big  American  cars.  Take  away  the 
ports  and  they  would  be  in  deep  trou 
because  no  one  has  enough  small  li 
built  cars  to  take  up  the  slack. 
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ioeing  computer  services 
:an  help  you  plan 
ind  control  resources 
ro  optimize  financial 
performance 


alt  


Our  capability  began  in  The  Boeing  Company  which  recognized  the  need 
rovide  managers  at  all  organization  levels  with  a  state-of-the-art  business 
agement  tool  to  help  them  plan  and  control  their  resources.  It  was  called 
:utive  Information  Services  (EIS). 

Today,  EIS  is  just  one  part  of  a  comprehensive  package  of  financial  analysis 
;  called  Financial  Management  Services  designed  to  help  you  in  budgeting, 
natmg,  tracking,  P&L  analysis,  forecasting,  modeling  and  risk  analysis. 
That's  not  all  Our  full  product  line  offers  you  more  ways  to  optimize  profits 
get  better  visibility  -  a  cash  control  system,  currency  conversion,  graphical 
lays,  a  statistical  package,  project  planning  and  exceptional  data  manage- 
t  capabilities  for  financial  data. 

The  technical  support  we  offer  is  unexcelled.  The  people  who  will  work 

you  are  qualified,  professional  and  knowledgeable  m  financial  operations. 

And,  our  services  are  designed  to  be  easy  to  use.  They  save  financial  analyst 

professional  time.  You  will  have  access  to  them  via  one  of  the  world's 

3St  privately  managed  communications  networks.  We  also  offer  a  full  range 

ankmg  and  thrift  processing  services  including  Electronic  Funds  Transfer, 

training  and  consulting  services  designed  to  meet  your  needs. 

To  learn  more  about  this  profit  opportunity  write  or  call:  William  O.  Sparks, 

ctor  of  Sales  Operations,  Boeing  Computer  Services  Company 

Vladison  Avenue,  Morristown,  NJ  07960,  (201)  540-7786. 


□  Please  send  me  a  copy  of 
"Products  for  the  Financial 
Industry". 

□  Have  your  representative 
call  and  schedule  a  brief 
but  productive  meeting. 


Title 


Organization 


Address 


City 


State 


Zip 


Telephone 
7F03 


OEING  COMPUTER  SERVICES 

s/on  of  The  Boeing  Company 


Bell  Helping  You  Manage  Your  Business  Better 


7  WAYS  LONG  DISTANCE 
CAN  KEEP  TOUR  HEAD 
ABOVE  WATER. 


Getting  that  sinking  feeling  try- 
ing to  cope  with  today's  rising 
business  costs?  Well,  our  Bell  Sys- 
tem experts  want  to  help  by  showing 
you  the  many  ways  your  phone  can 
save  you  money,  expand  your  busi- 
ness, and  improve  your  cash  flow. 

Read  all  about  them  to  discover 
how  Long  Distance  can  improve 
your  bottom  line. 

#1  A  winning  number  is  800. 

Your  toll-free  800  Service 
number  encourages  people  to  react 
instantly  to  direct  response  advertis- 
ing. And  sales  catalogs.  This  means 
you  can  immediately  measure  how 
effective  your  ad  is. 

In  selling  business-to-business, 
the  800  Service  number  encourages 
customers  to  call  you  when  they  need 
to  replenish  inventory.  Result:  easier 
ordering,  faster  order  processing. 
This  gives  you  a  competitive  edge. 

And  if  your  customer  has  a  com- 
plaint, you  discuss  it,  take  care  of  it  at 
once.  It  also  gives  consumers  imme- 
diate answers— about  product  specs, 
retail  outlets,  service  locations. 

As  for  cost  of  service,  you  can 
get  low  rates  on  time  units  as  little  as 
10  hours  per  month,  with  even  lower 
rates  on  time  exceeding  ten  hours. 
It's  a  good  investment  and  gives  you 
a  lot  of  prestige. 

#2  What  WATS  is  right  for  you? 

You  don't  have  to  be  a  biggie  to 
have  a  WATS  line.  You  can  have  an 
unlimited  number  of  calls  on  out- 
ward WATS  for  as  little  as  ten  hours 
a  month.  Or  as  much  as  240  hours 
each  month  FOR  A  SINGLE 
CHARGE.  And  you  don't  have  to 
buy  the  whole  country,  just  the 
zones  you  call  across  to  do  business. 
With  the  right  WATS,  you'll  be  able 
to  improve  customer  service,  avoid 
the  high  costs  of  inventory  outages, 
speed  up  cash  flow  and  lower  your 
operating  expense. 


#3  How  a  phone  number  can  be 
your  "office"  in  another  city. 

Bell  can  show  you  how  to  do 
business  in  a  distant  city  without  the 
expense  of  a  local  office.  With  the 
help  of  RCF— Remote  Call  Forward- 
ing—  you  won't  need  an  office, 
equipment,  or  additional  help. 

Bell  assigns  your  firm  a  local 
number  in  the  city  of  your  choice. 
Calls  are  automatically  redirected  to 
you.  No  waiting.  No  operator  assis- 
tance. You  will  be  surprised  to  dis- 
cover that  the  cost  for  this  service  is 
remarkably  low. 

This  means  your  customer  is 
only  a  local  call  away.  With  RCF,  you 
can  open  new  markets,  test  them 
out,  accept  out-of-town  orders,  and 
improve  customer  service. 

#4  Selling  on  the  phone  instead 
of  on  the  road. 

Gasoline  prices  and  other  travel 
expenses  are  on  the  rise.  So  sending 
salespersons  out  to  get  small  orders 
from  small  accounts  is  a  waste  of 


(S)  Bell  System 


time  and  money.  Our  Bell  exper 
can  help  you  keep  those  customei 
by  teaching  you  special  techniques. 

You  11  learn  how  to  call  period 
cally  when  inventory  is  dow'n  an 
the  customer  is  ready  to  buy.  You' 
contact  smaller  accounts  mor 
frequently,  and  at  a  lower  cost,  tha 
is  possible  with  on-premise  visits. 

#5  Improving  credit  management 

Successful  credit  managemer 
is  the  key  to  cash  flow.  Our  Be 
experts  have  programs  that  expan 
your  market,  develop  customer 
build  profits,  and  give  you  a  bette 
handle  on  fiscal  control.  You'll  h 
involved  with  an  overall  strateg 
that  will  enable  you  to  check  the  cu 
tomer's  ability  to  pay  on  time,  calcii 
late  marginal  risk,  and  collec 
overdue  accounts. 

#6  Turning  an  inquiry  into  a  sale 

Turning  an  inquiring  prospec 
into  an  active  customer  takes  ski 
that  your  people  might  not  have. 

Our  Bell  experts  can  show  yoi 
how  to  screen  and  qualify  a 
inquirer  s  interest,  and  then  tak 
immediate  and  competent  action.  I 
no  time  you'll  learn  how  to  capitaliz 
on  a  prospect's  interest  and  nee 
immediately  — when  he  or  she  : 
most  receptive  to  your  offer.  Effec 
tively  used,  our  techniques  will  hell 
improve  your  sales  AND  profits. 

#7  Phoning  for  new  business. 

Today  you  can  actually  teld 
phone  for  new  business— and  get  i' 
provided  you  use  the  right  tech 
niques.  Our  Bell  experts  can  teac 
you  how  to  shop  for  new  customei 
by  building  primary  and  secondar 
lists.  How  to  screen  a  prospect 
interest  before  sending  out  materia 
And  how  to  follow  up  a  prospec 
after  a  mailing.  As  a  result,  you'll  ir 
crease  your  market  coverage  or  e: 
tend  the  territory  you  now  cover  < 
a  fraction  of  your  present  sales  cost: 


CALL  800-821-2121, 

Ext.  955. 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  955. 


JELL  BUSINESS  EXPERT 
LL  TALK  TO  YOU.  You  can 
ect  to  have  a  relaxed,  friendly 
;.  You'll  discover  whether  one  or 
re  of  these  Bell  System  programs 
be  a  practical,  profitable  plus 
your  business.  To  help  you,  we  11 
d  information.  So  we  ll  ask  ques- 
is,  like  the  ones  listed  below.  No 
prises,  nothing  you  won't  have 
answer  to.  You'll  find  the  discus- 
l  thoroughly  enlightening  and 
ayable. 

Vhat  is  your  product  or  service? 
How  many  accounts  do  you  sell 
>r  service? 

What  geographic  area  do  they 
cover? 

How  many  locations  does  your 
business  have? 

How  many  sales  people  do  you 

have? 

>Vhat  is  your  primary  method  of 
•ustomer  contact? 


Q.  What  type  of  advertising/promo- 
tion do  you  use? 


"Hey!  I  want  to  keep 
my  head  above  water. 
Tell  me  how  Long  Distance 
can  help  me  manage 
my  business  better." 


Q 


Do  you  Use  services  other  than 
your  local  lines,  such  as  WATS? 
Q.  How  do  you  test  or  expand  mar- 
ket areas? 

On  the  average,  how  many  ac- 
counts fall  past  due  each  month? 
How  do  you  handle  inquiries  at 
present? 

Do  you  have  plans  to  meet  spe- 
cific business  objectives  — such  as 
increasing  market  share? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Remote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 

□  #7  Opening  New  Accounts 


Name. 
Title_ 


Company- 
Address  


Citv 


_State_ 


Area  Code. 


.Business  Phone. 


800-821-2121,  Ext.  955 


_Zip_ 


be-all  toll  free,  dial  800-821-2121,  Ext.  955,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext,  955. 
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Well,  it's  only  money 

When  Forbes  called  Mobil  Oil's  purchase 
of  Montgomery  Ward  a  "$1 .5  billion  mis- 
take" (June  11,  1979),  both  the  company 
and  its  retailing  subsidiary  reacted  with 
understandable  indignation.  The  story, 
headlined  "Mobil's  monkey,"  wrote 
Monkey  Ward's  chairman,  president  and 
chief  executive,  E.S.  Donnell,  should 
have  read  "Forbes'  monkey  business." 
Since  Mobil  had  bought  Marcor  Inc.,  the 
holding  company  that  owned  both  Ward 
and  Container  Corp.  of  America,  Don- 
nell added,  both  pretax  earnings  and  re- 
turn on  equity  for  the  mail-order  and 
department-stoic  chain  had  increased 
substantially.  Forbes  pointed  out  that 
Mobil  would  have  done  better  by  keeping 
its  money  in  the  bank,  still  better  by 
investing  in  tax-free  bonds,  and  much 
better  by  buying  its  own  stock. 

Chairman  Donnell  did  admit  that 
1979  had  been  rough  for  "mass  merchan- 
disers with  a  strong  durable-goods  base," 
and  1980  has  only  intensified  that  prob- 
lem. Ward  ended  the  first  quarter  of  this 
year  with  a  loss  of  more  than  $46  million 
and  last  month  Mobil  ponied  up  $200 
million  for  a  three-year,  interest-free 
loan  to  its  beleaguered  subsidiary. 

Did  this  mean  Mobil  was  reversing  its 
stated  policy  of  not  investing  money  in 
Ward?  Not  at  all,  said  an  oil  company 
spokesman,  who  then  added  this  curious 
explanation:  "It's  not  an  investment.  It's 
a  loan.  The  loan  does  not  represent  a 
diversion  of  cash  from  Mobil's  oil  and 
gas  business.  We're  merely  helping 
Montgomery  Ward  at  a  prudent  time  and 
we're  confident  that  as  the  impact  of  the 
current  recession  eases,  Montgomery 
Ward  will  be  able  to  generate  its  own 
growth  by  itself." 

See? 

The  jeans  scene 

"Poor  old  number  two"  was  Forbes' 
tongue-in-cheek  description  of  Blue  Bell, 
Inc.  two  years  ago  (Sept.  4,  1978),  noting 
that  though  the  North  Carolina  jeans 
manufacturer  consistently  trailed  Levi 
Strauss,  it  could  still  generate  a  very  re- 
spectable 20%  on  equity  even  in  a  poor 
year.  One  reason  was  fantastic  profits  on 
soaring  international  sales,  which  con- 
tributed 55%  of  Blue  Bell's  earnings  dur- 
ing the  fiscal  year  that  ended  last  Sept. 
30.  Those  heady  figures,  however,  appar- 
ently dazzled  Blue  Bell's  management 
into  making  euphoric  forecasts  for  its 
overseas  business,  forecasts  that  have 
caused  it  real  trouble.  During  the  first 
half  of  the  current  fiscal  year,  foreign 
sales  contributed  only  36%  of  operating 
earnings  and  during  the  quarter  that  end- 
ed on  fune  30,  overseas  results  were  ex- 


pected to  do  no  better  than  break  even. 

Blue  Bell's  president,  L.  Kimsey  Mann, 
admits  as  much:  "We  did  budget  for 
more  growth  than  we  got."  The  galling 
fact  for  Mann  and  his  company  is  that 
Levi  Strauss,  the  major  competitor  (with 
revenues  twice  Blue  Bell's),  did  guess 
right  on  a-decline  in  European  sales  and 
as  a  result  had  its  inventories  trimmed 
accordingly.  Analyst  Brenda  Gall  of  Mer- 
rill Lynch  sums  up  Blue  Bell's  problem  by 
saying  "they  were  too  slow  in  reacting  to 
the  disappointment  in  volume  versus 
their  plan."  She  speculates  that  Blue  Bell 
may  have  been  caught  by  shifting  Euro- 
pean tastes,  saying  that  customers  on  the 
Continent  seem  to  be  switching  to  fanci- 
er jeans,  a  trend  most  evident  in  West 
Germany,  and  that  country  happens  to 
be  Blue  Bell's  biggest  and  most  profitable- 
market. 

Tightness  in  jeans,  however,  hardly 
spells  disaster.  For  one  thing,  only  a  third 
of  Blue  Bell's  sales  are  in  basic  Wrangler 
jeans.  For  another,  both  Blue  Bell  and 
Levi  Strauss  say  that  demand  for  their 
jeans  has  never  been  stronger  in  the  U.S., 
and  Blue  Bell  is  rapidly  moving  its  over- 
load into  that  market.  Both  companies 
also  maintain  that  with  a  recession, 
moderately  priced  lines  such  as  theirs 
will  be  in  bigger  demand  in  this  country. 
It  is  true  that  higher-priced  jeans  flaunt- 
ing big-name  designer  labels  have  come 
on  strong  lately  but  the  mass  producers 
see  that  as  an  overall  boost  for  the  whole 
jeans  scene.  The  designer  jeans,  Blue 
Bell's  Mann  says,  have  created  "a  fashion 
image"  and  "those  who  don't  buy  the 
fashion  jeans  will  look  first  at  the  major 
brands." 

Meanwhile  "poor  old  number  two," 
problems  and  all,  should  still  return  18% 
to  20%  on  equity  this  year,  both  Blue 
Bell  and  Wall  Street  believe. 


Blue  Bell's  Wrangler  jeans 

A  wrong  guess  needn't  spell  disaster. 


Whaddya  read? 

Despite  "overly  cautious  corporate 
ership"  from  its  Chicago  parent, 
Tribune  Co.,  the  New  York  Daily 
was  steadily  improving  with  bright 
features  and  more  suburban  covq 
Forbes  reported  three  years  ago  f.Stj 
1977).  Circulation  might  have  bee} 
10%  from  its  1971  peak,  to  1.9  mi 
daily,  but  the  morning  tabloid  was 
the  country's  biggest  newsp 
Forbes'  cheery  outlook,  however, 
overblown.  Circulation  at  the  New. 
continued  to  skid  and  at  last  counf 
down  to  a  little  over  1.5  million 
agement  in  Chicago  has  been  movi 
reinforcements  until  the  top  echt.li 
the  New  York  paper  smacks  much 
of  Michigan  Avenue  than  42nd  St 
Now,  after  years  of  rumor  and  di 
the  New  York  paper  has  made  i 
tactical  move. 

By  "late  summer  or  early  fall," 
publisher  Robert  Hunt  (one  of  the  C 
go  imports),  the  News  will  invadtj 
afternoon  field,  the  exclusive  presM 
Australia's  Rupert  Murdoch,  who  bcl 
the  venerable  New  York  Post  in 
Since  then,  using  his  own  whizbang 
sion  of  the  sensation-and-sports  for 
that  was  the  hallmark  of  the  News, 
doch  has  built  up  the  Post's  circul, 
city-wide.  The  1979  first-half  figure 
624,000;  this  year  it  is  654,000. 

Publisher  Hunt  told  the  ten  ui 
that  will  produce  his  paper  that  the; 
p.m.  edition  was  aimed  at  getting 
ger  share  of  the  retail  advertising  enj 
by  his  big  morning  rival,  the  Xeu 
runes.  Murdoch  saw  it  as  a  move  to 
him  out  of  business.  So  a  week  aftti 
News  announced  its  afternoon  plan  (5 
decision  to  hire  200  to  400  more 
members  and  to  add  new  "life-style' 
tions  to  the  paper),  Murdoch  struck 
While  the  News  would  run  its  pr 
later,  he  would  start  his  earlier, 
month,  the  scrappy  Australian  sai 
would  charge  into  the  News  mornin, 
ritory  with  an  early-hour  edition  a 
Post  He  had  afternoon  plans  too 
Post's  current  deadline  is  2:30 
which  rules  out  such  news  as  cl» 
stock  market  prices.  TheNews  is  pro 
ing  these  for  the  home-going  comn 
crowd  (a  smaller  but  better-heeled  £ 
than  the  mass  audience  the  papei 
always  aimed  at).  Murdoch,  who 
called  his  last  edition  a  "final" 
though  its  stocks  prices  are  hours  be 
the  close,  says  he  will  expand  his  < 
lines  so  that  he  can  match  the  after 
News.  (Commuters  also  have  a  chani 
the  Wall  Street  Final,  a  new,  small-cin 
tion  paper  that  prints  the  stock  t] 
and  a  crossword  puzzle.) 

So  while  New  Yorkers  aren't  really 
ting  a  new  paper,  they  will  at  leai 
getting  more  of  the  old  ones. 
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GMC  SPEAKS  TO  YOU  ABOUT  PROFIT: 


OW  DELIVERY  COSTS  ARE  WHAT 
fOOR  TRUCKS  SHOULD  DELIVER. 


If  your  business  depends  on 
liveries,  you  need  a  truck  that 
livers  when  it  comes  to  keeping 
sts  in  line.  GMC  has  a  lot  of 
Derience  in  offering  trucks  that 
just  that.  And  here  are  some  of 
s  reasons: 


GASOLINE  ENGINE 
lAT'S  EARNED  A  NAME 
m  ITSELF. 

The  V-8s  that  power  GMC's 
idium-duty  trucks  have  been 
)ved  over  a  lot  of  demanding 
livery  miles.  Each  has  a 
|h-Energy  Ignition 
tern  and  a 


Delcotron  generator  with  solid- 
state  voltage  regulator.  Also,  an 
electronic  governor  is  standard 
on  all  models  except  C5. 


2, 


AN  EFFICIENT, 
COMFORTABLE  PLACE 
TO  WORK. 

Controls  are  convenient.  Seats 
are  sensible.  And  Allison  4-  and  5- 
speed  automatic  transmissions  are 
available  to  help  make  the  driver's 
job  even  easier. 


3, 


LOW  MAINTENANCE. 
EASY  TO  CARE  FOR. 

For  example,  gages  and 
controls  can  be  removed  from  the 
front  of  the  instrument  panel  in  a 
matter  of  minutes.  A  maintenance- 
free  Delco  Freedom  Battery  is 
standard.  And  GMC  is  so  confident 
of  its  anti-rust  measures  that  all 
GMC  trucks  are  covered  by  a 
Three-year  Perforation  from 
Corrosion  Limited  Warranty. 
Exhaust  system  components 
are  not  included.  Ask  your 
GMC  dealer  for  details 
on  other  limitations. 


A  TRUCK  THAT'S 
MADE  TO  ORDER 
FOR  YOUR 
DELIVERY  JOB. 

That's  what  you  get 
with  GMC's  E-Z  Spec 
System.  It  offers  pre- 
engineered,  customer- 
tested  specification 
combinations.  So  you 
can  order  exactly  the 
right  GMC,  equipped  to 
meet  your  delivery 
needs.  Talk  to  your  deal- 
er about  buying  or  leas- 
ing a  GMC  that'll  deliver  • 
low  delivery  costs 
for  you. 


GM 


TRUCKS  ARE  WHAT  WE'RE  ALL  ABOUT. 


Readers  Say 


From  the  case  histories  of 
200  millionaires... 


The  truth  

about  the  one 
"sure  thing'' 
you  can  invest 
in.  Yourself. 

Want  to  make  a  million? 

Most  millionaires  got  there  by  tinding 
the  right  job— and  getting  very  good  at  it. 
Noted  Forbes  columnist  and  investment 
expert  Srully  Blotnick  interviewed  over 
200  selt-made  millionaires,  from  Norman 
Lear  and  Calvin  Klein  to  NBC  Board 
Chairman  Jane  Cahill  Pfeiffer,  to  find  out 
exactly  how  they  did  it,  and  how  you  can 
too.  He  demonstrates- 
is  why  you  don't  need  to  be  self- 
employed  to  get  an  independent  income 
is  the  3  most  common  (and  costly) 
investment  mistakes 
V  why  most  fortunes  are  made  during 
your  middle  years 

i>"  how  one-of-a-kind  investments  can 
turn  you  into  a  pauper,  not  a  prince 
i/"  how  to  be  "lucky" 

is  the  15  questions  to  ask  yourself  right  now 
\S  the  only  get-rich  strategy  that  really 
works 

GETTING  RICH  YOUR  OWN  WAY  is  a 
serious,  life-changing  book  written  by  a 
serious  and  successful  investment 
consultant.  At  bookstores,  or  mail  the 
no-risk  coupon  today. 

GETTING 


SnttY  Blotnick,  Ph.D. 


DOUBLEDAY  &  COMPANY.  INC 
Depl  ZA-997 

Garden  City.  New  York  11530 

Please  send  me  copy(ies)  ot  GETTING 

RICH  YOUR  OWN  WAY  (5  $10  95  per  copy  Enclosed  is 
my  check  or  money  order  I  understand  you  will  pay  all 
shipping  and  handling  costs  It  I  don't  agree  that  this  is 
a  book  I  must  keep.  I'll  return  it  within  two  weeks  for  a 
full  prompt  refund 


City_ 


_State_ 


-Zip_ 


|    Offer  expires  December  31. 1980 
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Out  of  the  closet 

Sir:  For  some  time,  I  have  been  a  close 
student  of  the  World  Bank,  especially  its 
work  in  the  population  field  and  other 
new  sectors  of  lending.  Your  article  (May 
26)  captured  extemely  well  the  basic  is- 
sues and  .dilemmas  facing  the  Bank — 
issues  that  are  seldom  aired  publicly.  It 
revealed  considerable  insight  into  the 
difficulties  involved  in  the  Bank's  efforts 
to  promote  economic  and  social  develop- 
ment in  Third  World  countries. 
—Jason  L.  Finkle 

Director,  Center  for  Population  Planning, 
I  niversity  of  Michigan 
Ann  Arbor,  Mich. 


Sexist? 

Sir:  Re  "Remember  When  Steward- 
esses .  .  ."  (Fact  and  Comment,  May  26). 
I'm  disappointed  to  read  such  a  sexist 
comment.  Their  figures  are  not  relevant 
to  determining  the  quality  of  their  work 
any  more  than  the  figure  of  a  magazine 
editor  is  relevant  in  determining  the 
quality  of  his/hers. 
—June  DeWeese 
Columbia,  Mo. 

Sir:  I  am  an  ex-flight  attendant  because 
of  my  appearance  in  the  May  issue  of 
Playboy  magazine's  flight-attendant  pic- 
torial. We  used  to  have  the  figure  of 
glamour.  However,  when  management 
changed  our  title  to  "flight  attendants" 
instead  of  stewardesses,  they  wanted  the 
glamour  out.  So,  your  dreams  must  go 
unfinished. 
— LindaJ.  Lehner 
Miami.  Fla. 


Reader  Lehner 


Supply  siders 

Sir:  Re  your  choices  for  a  Reagan  cabinet 
(Fact  and  Comment,  June  9).  With  Lew 


Lehrman  at  the  Fed  and  Professor  A 
Laffer  with  the  CEA,  the  supply  s 
would  have  an  unbeatable  team. 

—Jack  Kemp 
House  of  Representatit  vs 
Washington,  D  C 


Lucid  economics 

Sir:  How  could  you  get  Jimmy  Car 
read  your  excellent  survey  (June  2 
the  international  monetary  and  eco 
ic  crisis — and  understand  it!  Not  to 
tion  graduates  in  economics — who  I 
confused  by  theories  that  they  ca 
perceive  reality. 
— Peter  Davis 
Marina  del  Rex,  Calif. 

Sir:  I  hope  you  will  write  again  oi 
relationship  between  world  ecom 
events  and  conditions  and  how  the 
feet  our  domestic  economy. 
— Rollin  T.  Steinmetz 
Kent,  Wash 


Tasteless? 

Sir:  Re  your  observations  on  the  "t 
less"  Kent  campaign.  Our  real  pros 
seem  to  feel  differently,  as  evidenc« 
sales  figures  from  the  markets  in  vi 
this  campaign  has  been  running.  A 
the  Arctic  Lights  campaign  you  ad 
so  much,  the  agency  has  resigned  aru 
brand  is  considered  a  failure,  having 
er  achieved  more  than  two-tenths 
share  point. 
—John  F.  O  Toole 
President 

Foote,  Cone  &  Belding 
New  York,  NY. 

Sir:  I  found  myself  in  complete  a 
ment  with  you  in  regard  to  the  "tastj 
advertising"  of  Kent  cigarettes, 
small  businessman,  I  find  some  con 
tion  in  the  fact  that  large  comp 
such  as  Lorillard  can  still  come  up 
obvious  "clunkers"  such  as  those. 
— E.J.  Dzuban 
Delaware,  Ohio 


Panhandle's  position 

Sir:  The  LNG  portion  of  your  stoi 
Panhandle  Eastern  (Forbes,  June 
strongly  conveyed  the  impression 
Panhandle  Eastern  presently  has  a 
pute  with  Algeria.  We  do  not.  Whil 
U.S.  government  is  now  trying  to  re 
a  pricing  dispute  between  El  Paso 
and  Algeria,  Panhandle  Eastern  is 
directly  involved.  Further,  the  chara 
ization  of  the  Algerians  in  the  sta 
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warrant"  as  $24.  Each  GEICO  warrant 
may  be  exercised  until  Aug.  1,  1983  for 
2.08  shares  of  GEICO  Corp.  common 
stock  at  $24  per  share.  This  would  result 
in  an  exercise  price  of  each  warrant  of 
$49.92. 

— Robert  W.  Jackson 
Director.  Public  Relations, 
Government  Employees  Insurance  Co. 
Washington,  D  C. 


sessment.  It  does  not  represent 
\t  and  is  not  based  upon  anything 
luring  my  interview  with  your 

Shields 

n  and  CEO, 

He  Eastern  Pipe  Line  Co. 
Tex. 


'destructive  policies 

w  can  we  compete  effectively 
the  Japanese,  whose  industries 
imaged,  supported  and  rewarded 
■nment: 

malize  companies  for  their  very 
as  in  the  $1.8  billion  antitrust 
t  by  AT&T.  We  have  the  best 
:ommunication  system  in  the 
tanks  to  Ma  Bell,  yet  our  govern- 
d  antitrust  court  have  yet  to  see 
:  of  day. 

J.S.  is  just  one  competitor  in  the 
larketplace.  We  had  better  wake 
at  fact  soon. 
Peters 
'on,  Del. 


Higher  price 

s  chart  accompanying  the  article 
warrants — a  way  to  get  leverage" 
lists  GEICO's  "exercise  price  of 


Changing  emphasis 

Sir:  It  hasn't  been  many  years  that  most 
of  the  talk  and  writing  was  that  the  Sovi- 
ets and  the  U.S.  each  had  enough  nuclear 
weapons  to  blow  up  the  whole  earth  ten 
times  over. 

Nowadays  I  seldom  if  ever  see  this 
type  of  thought  mentioned. 
— Adolphus  Bray 
Salisbury,  N.C. 


market  value  by  1933  (not  necessarily 
"virtually  wortbless"),  but  if  MSF  did 
indeed  adhere  to  his  father's  advice — 
"bonds  are  not  for  cashing  in.  They  are 
security  for  the  future" — then  he  re- 
ceived full  value. 

Too  bad  about  not  getting  the  bike,  but 
he  eventually  acquired  a  hot-air  balloon. 
— Robert  E.  Spann 

Manager,  Corporate  Communications, 
Cities  Service  Co. 
Tulsa,  Okla. 


But  those  politicians . . . 

Sir:  For  some  time  now  you  have  touted 
a  50-cent  tax  on  gasoline  as  a  cure  for  our 
energy  problems. 

Such  a  tax  would  undoubtedly  decrease 
consumption,  but  you  ignore  the  oppor- 
tunity costs  implicit  in  cutting  consump- 
tion in  this  fashion.  This  tax  would  be 
nothing  more  than  a  direct  transfer  of 
resources  from  a  productive  private  sec- 
tor to  an  increasingly  capricious  public 
one.  We  emphatically  do  not  need  to 
have  another  chunk  of  GNP  removed 
from  the  allocative  discipline  of  the  mar- 
ketplace and  transferred  to  our  public 
officials  for  disposition  down  their  favor- 
ite populist  rat  holes. 
— Linda  Gorman 
\\  'ilki)  isburg,  Pet  ina. 


They  came  back 

Sir:  Re  MSF's  lesson  in  financial  security 
(Fact  and  Comment,  May  26).  The  four 
debenture  issues  of  Cities  Service  Co. 
that  were  outstanding  in  1929  were  re- 
deemed on  or  prior  to  their  respective 
maturity  dates,  including  payment  in  full 
of  principal,  premium  and  interest. 
Many  bonds  and  stocks  had  declined  in 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

New  Issue  /  June  20, 1980 

$65,000,000 

National  Medical  Enterprises,  Inc. 

12%%  Subordinated  Sinking  Fund  Debentures  Due  2000 

Interest  payable  June  15  and  December  15 


Price  99.25% 

plus  accrued  interest,  if  any,  from  date  of  issuance. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


F.  Hutton  &  Company  Inc.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce.  Fenner  4  Smith  Incorporated 

iche  Halsey  Stuart  Shields        The  First  Boston  Corporation       Bear,  Stearns  &  Co.       Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated 

lion,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert  Kidder,  Peabody  &  Co. 

Securities  Corporation  Incorporated  Incorporated 

zard  Freres  &  Co.        Lehman  Brothers  Kuhn  Loeb  L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Incorporated 

learson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  A  Q  Becker 

ertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Advest,  Inc. 


Flashbacks 


Edited  By  Dero  A.  Saunders 


Items  of  interest  from  issues  of  Forbes  of 
60,  50  and  25  years  ago. 


Sixty  years  ago  in  Forbes 


Governor  James  M.  Cox  of  Ohio 
Democratic  presidential  nominee. 


America  is  assured  of  a  business  man  as 

President.  This  is  well.  The  candidates 
may  differ — they  do  differ — widely  in 
their  political  ideas,  but  they  have  this 
much  in  common:  They  both  know  the 
importance  of  giving  business  appropri- 
ate opportunity  to  live  and  flourish.  The 
expectation  in  most  business  circles  is 
that  Senator  Harding  will  be  our  next 
President;  but,  if  events  prove  otherwise, 
the  financial  and  business  community 
will  not  be  thrown  into  a  panic.  Gover- 
nor Cox  is  regarded  as  being  quite  as 
much  a  business  man  as  a  politician.  His 
handling  of  labor  troubles  has  not  always 
satisfied  hard-shell  capitalists  of  the  old 
school,  but  results  in  his  own  state  have 
justified  the  wisdom  and  statesmanship 
of  his  course. 

Western  Europe  at  last  seems  definitely 
on  the  road  to  recovery.  The  whirr  of  the 
machinery  of  trade  and  industry  again  is 
rising  in  the  countries  along  the  Atlantic 
coast.  Spain,  indeed,  is  in  better  condi- 
tion to  take  a  leading  part  in  the  world  of 
commerce  than  ever  before.  In  England 
the  various  tangles  that  complicated  the 
problems  of  readjustment  are  being 
straightened  out,  and  there  is  no  ques- 
tion .  .  .  that  normal  conditions  will  be 
restored  within  a  reasonably  short  time. 
The  immediate  outlook  in  France  is  not 
so  hopeful,  but  the  task  of  rehabilitation 
is  progressing  and  more  rapid  strides 
may  be  looked  for  as  the  nation  steadies 
down  again  to  hard  work. 


There  has  been  outrageous  profiteering 

in  the  shoe  business  during  the  last  few 
years  in  this  country.  The  profits  of  cer- 
tain large  manufacturers  have  been  en- 
tirely unreasonable.  The  invariable  ex- 
cuse has  been  that  increases  in  the  price 
of  leather  and  the  advance  in  wages  com- 
pelled the  charging  of  very  high  prices  for 
shoes.  As  a  matter  of  fact,  the  cost  of  the 
labor  for  making  a  pair  of  shoes  is  a 
relatively  small  item  as  compared  with 
the  price  charged  the  consumer,  and  cer- 
tainly the  increase  in  the  cost  of  labor  per 
pair  of  shoes  has  not  been  anything  like 
the  increase  tagged  on  to  the  final  price. 

Opinion  has  been  generally  bearish  on 

the  motor  stocks  for  some  time,  but  lead- 
ers in  the  industry  do  not  appear  to  be 
worried  as  to  the  outlook.  Various  compa- 
nies have  recently  declared  that  no  reduc- 
tion in  output  has  been  made  or  is  in 
contemplation.  The  Willys  Export  Corp., 
which  handles  all  foreign  business  of  the 
Willys-Overland  Co.,  reports  that  the  de- 
mand for  cars  for  export  is  sufficient  to 
absorb  40%  of  Willys-Overland's  output. 
But  owing  to  strong  domestic  demand,  no 
such  proportion  is  available  for  export. 


Fifty  years  ago 

This  is  essentially  a  time  when  business 
should  be  tempered  with  mercy.  It  is 
next  to  impossible  for  discharged  work- 
ers to  find  other  employment.  That  is 
one  consideration — one  worthy  of  seri- 
ous thought.  Another  consideration  is 
that  the  bottom  probably  has  been 
reached  in  many  directions.  Executives 
who  up  to  now  have  been  governed  by 
humaneness  should  think  twice  before 
becoming  cold-blooded.  Solvency  is,  of 
cdurse,  essential  and  dividends  are  tre- 
mendously desirable.  But  if  industry  and 
business  should  demonstrate  that  they 
are  governed  solely  by  mercenary  selfish- 


ness, then  heaven  help  them  whe 
rank  and  file  of  voters  get  opportun 
register  their  resentment. 

With  the  completion  of  the  Eighth 
subway  only  a  year  away,  it  $1 
worthwhile  looking  into  the  New  I 
City  transit  situation.  Under  the  il 
of  a  bond  issue  which  financed! 
Eighth  Ave.  subway,  the  city  w« 
lowed  three  years  to  experiment 
the  fare,  at  the  end  of  which  time  it 
charge  a  fare  which  allows  operatir 
penses,  interest  and  some  amortiz; 
The  best  estimate  is  that  a  12-cen 
would  be  necessary  to  accomplish! 
purpose  if  the  subway  is  to  be  operail 
a  single  unit. 


Twenty  five  years  ago 

Uranium  hucksters  will  be  broug 
heel  by  next  fall  if  Senator  }.  Wi 
Fulbnght  (D.,  Ark.)  wins  passage 
new  bill.  The  bill  would  deny  use  <j 
mails,  telephone  and  telegraph  to  an 
violating  U.S.  securities  laws,  thus 
ting  the  heat  on  irresponsible  Can, 
brokers  who  have  been  using  high- 
sure  methods  to  peddle  worthless  u 
um  shares  to  U.S.  investors. 

Last  month  Lockheed's  fortunes  h« 

even  higher  in  one  of  the  biggest  avi) 
events  of  the  last  decade.  .  .  .  Ame 
Airlines,  the  nation's  largest  dorr 
air  carrier,  placed  a  whopping  $65 
lion  order  for  the  first  35  of  Lockh 
swift,  400-mile-an-hour  Electra  t 
ports.  .  .  .  For  [Lockheed  President 
ert  E.]  Gross  it  was  an  especially  sai 
ing  coup.  In  the  deal  he  had  snatel 
loyal  customer  away  from  his  long: 
rival  in  commercial  planemaking,  E 
las  Aircraft's  Donald  Douglas.  Amei 
in  fact,  had  not  bought  a  Lockheed  ] 
for  20  long  years. 
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BARCLAYS  BANK  HELPS 
LALLI  CONEY  THREAD  COTTON 
FROM  CALIFORNIA  TO  KOREA. 

Ralli  Brothers  and  Coney,  one  of  the  world's  leading  cotton  merchants, 
exports  to  the  tast-growing  cotton  industry  in  Korea.  Here  cotton  is  made  into 
everything  from  high  fashion  dresses  to  neat,  simple  white  uniforms  for  the 
schoolchildren. 

The  Barclays  Bank  International  group  helps  Ralli  Coney  finance  the 
movement  of  cotton  crops  throughout  the  world.  Barclays  in  California 
provides  finance  for  Ralli  Coney  to  buy  from  Californian  farmers.  In  Korea, 
payment  is  made  through  letters  of  credit  handled  by  Barclays  in  Seoul. 

We  have  our  own  people  and  our  own  branches  wherever  they  are  needed  for 
international  trade.  The  Barclays  International  group  is  in  over  75  countries 
spanning  five  continents.  We  are  in  Paris,  Sydney,  Tokyo  and  Dubai.  As  well  as 
in  San  Francisco  and  Seoul. 

We  help  most  of  the  world's  successful  international  companies.  Somewhere 
there  is  a  market  where  we  can  help  you. 


ASK  BARCLAYS  FIRST 


BARCLAYS 

International 


clays  Bank  has  over  120  branches  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

:  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York.  N.V.  10166. Telephone  (212)  687  8030. 
or  Vice  President.  International  Banking,  Barclays  Bank  of  California, 2971  Wilshire  Boulevard, Los  Angeles, California, 90010. Tel.  (213)  385  1501. 
:  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
:lays  Canada  Limited,  Suite  3505, Commerce  Court  West, Toronto, Ontario  M5L  1G2.  Telephone  (416)  862  0594. 


Ashland  thinks  it's  time 
to  talk  to  small  investors. 


The  16  pages  of  Ashland's  young  people's  annual  report  are  colorfully  illustrated  in  the  incomparable  comic  style  of  the  popular  artist.  Jack  Davisj 


This  year  Ashland  published  two  annual 
reports.  One  for  today's  investors.  One  for 
tomorrow's  investors:  the  new  generation, 
which  has  the  biggest  stake  in  America 
and  its  economic  system. 

And  which,  we  feel,  needs  to  under- 
stand better  how  it  all  works.  And  why. 

This  unique  report  shows  how  private 
investors  make  our  progress  possible.  It 
tells  the  story  of  how  savings  provide  the 
money  for  investment.  It  explains  how  this 
in  turn  generates  the  capital  needed  for 
an  energy  company  such  as  Ashland  to 
operate  refineries.  To  mine  coal.  To  search 


for  more  oil,  more  natural  gas  To  develop 
alternative  sources  of  energy 

And,  of  course,  to  provide  more  jobs. 

Ashland's  'Annual  Report  for  the 
New  Generation"  talks  to  young  people 
about  some  very  serious  subjects  in  a 
fresh,  entertaining  way  We  think  it's  a 
good  investment  in  the  future.  Because 
the  new  generation  is  the  future. 

For  a  free  copy  for  yourself  or  a 
youngster  you  know  write:  William  P 
Hartl,  Financial  Communications  Dept., 
Ashland  Oil,  Inc.,  PO.  Box  391.  Ashland, 
Kentucky  41101. 
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With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SNARE  AND  DELUSION  DEPT. 

Making  tax  cuts  that  are  totally  unrelated  to  spending  cuts. 

FEDERAL  JUDGE  REAL  MAKES  JUSTICE  A  REALITY 


al  District  Judge  Manuel  Real  recently  threw  out 
California  laws  regulating  nuclear  power  plants  and 
instruction.  Said  the  judge  in  invalidating  these  laws, 
re  either  in  conflict  with  or  substantially  impede  the 

WASTE  DISPOSAL:  A 

swiftly,  sensibly  disposing  of  toxic  wastes — not  just 
iiclear  variety — seems  to  be  a  mounting  major  problem, 
countrysides,  states  and  even  the  nation  are  forbidding 
use  of  present  disposal  areas  in  their  bailiwicks.  Public 
nee  springs  from  concern  over  the  possible  escape  of 
sorted  stuffs  in  harmful  ways — by  seepage  and  into  the 
uting  earth  and  water. 

>efore  our  industries  and  plants  begin  choking  on 
vn  wastes  and  before  we  further  cripple  the  develop- 
f  atomic  energy  over  waste  disposal,  why  doesn't 
e  among  the  Feds  or  other  Nay-saying  Powers  im- 


regulation  of  nuclear  energy  reserved  to  the  Federal  Govern- 
ment by  the  Atomic  Energy  Act." 
Amen. 

Move  to  the  head  of  the  Federal  Judges'  class,  Manuel  Real. 

BIG  NO  ISSUE  ISSUE 

plement  a  solution  that  already  exists  and  is  simple? 

As  Frank  Lee,  president  of  Foster  Wheeler  Corp.,  pointed 
out  in  Forbes  a  while  ago  (Sept.  3,  1979):  "You  condense 
the  waste  to  get  most  of  the  water  and  stuff  out  of  it,  lock 
it  up  in  a  glass  casting,  and  store  it  in  a  salt  mine.  A  salt 
mine  because  it's  been  there  for  millions  of  years  without 
change  and  if  there  had  been  any  water  around  there 
wouldn't  be  a  salt  mine.  A  glass  cube  because  it's  imperme- 
able. So  as  an  engineering  problem  I  view  nuclear  waste  as 
nonexistent.  A  hundred  years  from  now,  we'll  look  back  at 
this  dispute  and  laugh  at  ourselves." 


WINNIE  WAS  RIGHT  ON  WAY  BACK 


not  believe  in  the  power  of  the  state  to  plan  and 
No  matter  how  numerous  are  the  committees  they  set 

le  ever-growing  hordes  of  officials  they  employ,  or  the 
of  the  punishments  they  inflict  or  threaten,  they  can't 

h  the  high  level  of  internal  economic  production 


achieved  under  free  enterprise.  Personal  initiative,  competi- 
tive selection,  and  profit  motive,  corrected  by  failure  and  the 
infinite  processes  of  good  housekeeping  and  personal  ingenu- 
ity, these  constitute  the  life  of  a  free  society." 

— Winston  Churchill 


WE  CAN  TAKE  SOME  COMFORT 

ict  that  our  country  is  not  without  appeal  for  foreigners  outnumber  Americans  touring  abroad.  The  dropped  dollar  will 

many  of  them  choose  to  ignore  our  appeals  to  them,  cut  our  vacationers  abroad  to  8  million,  says  the  U.S.  Travel 

mpic  boycotts,  halting  Iranian  trade,  etc.  Service,  while,  as  a  result  of  the  same  dropped  dollar,  8.2  million 

^ear,  for  the  first  time,  foreigners  touring  the  U.S.  will  will  visit  here — not  including  Mexicans  and  Canadians. 
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The  following  article  is  excerpted  from  the  national  ADL  Bulletin  of  the  Anti-Defamation  League  of  B'nai  B'rith. 


FORBES  IN  ISRAEL 

By  Lynne  Ianniello,  executive  editor  of  the  ADL  Bulletin 


Until  last  March,  one  of  the  few  things 
Malcolm  Forbes  had  never  done  was  visit 
Israel.  He  went  at  the  suggestion  of  Max- 
well E.  Greenbcrg,  the  Anti-Defamation 
League's  national  chairman,  and  Abra- 
ham H.  Foxman,  its  associate  national 
director.  They  offered  to  introduce  him  to 
political,  military  and  business  leaders, 
ordinary  Israelis  and  Arabs,  and  show  him 
the  country.  Mr.  Forbes,  together  with  the 
magazine's  editor,  James  W.  Michaels, 
and  senior  editor,  Malcolm  S.  Forbes  Jr., 
accepted. 

Now  in  New  York,  Malcolm 
Forbes  discussed  the  trip. 

"It  was,"  he  said,  "seven 
physically  exhausting  but 
mentally  stimulating  1 2-hour 
days.  ...  All  the  Biblical 
things  of  the  Christian  reli- 
gion— Bethlehem,  where 
Christ  was  born,  the  Stations 
of  the  Cross.  Then,  the  Wail- 
ing Wall,  the  mosques.  To  be 
walking  around  things  you'd 
heard  about  all  your  life, 
things  with  mythical  propor- 
tions. And  everything  so 
close,  like  a  neighborhood." 

The  informality  and  inti- 
macy lessened  the  historical  dimensions, 
he  said.  But  as  for  the  rest.  .  .  . 

"You  know,"  he  went  on,  "you  read 
about  the  greening  of  the  desert,  the  cre- 
ation of  an  economy,  of  a  small  but  po- 
tent nation.  The  impact  of  seeing  it  is 
beyond  what  you  had  anticipated.  In  lit- 
tle time,  from  a  relative  material  noth- 
ingness, has  come  one  helluva  series  of 
impossible  accomplishments." 

What  impressed  him  most  was  "the 
caliber  of  the  people"  and  "the  thriving 
democracy.  Israel  began  thinking  as  a 
nation — survival  was  involved.  There 
can  be  such  vigorous  dissent  and  argu- 
ment, but  when  the  whistle  blows,  then 
the  nation  is  a  single  unit." 

He  visited  the  West  Bank,  the  Sinai, 
air  bases,  the  Negev,  settlements.  "Being 
there  gives  a  different  dimension  to 
one's  understanding  of  the  intensity  of 
most  Israelis'  feelings  about  border 
changes.  There  are  many  who  don't 
agree  with  the  Begin  policy  on  the  West 
Bank,"  he  said,  "but  there  doesn't  seem 
to  be  any  difference  of  opinion  about 
strategic  fhings,  tactical  military  posi- 
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tions  that  are  elementary  for  surviv- 
al. ..  .  There  is  the  possibility  that  the 
PLO  could  cease  to  be  the  assassin. 
Sometimes  responsibility  changes  radi- 
cals. But  if  I  was  an  Israeli,  I'd  be  less 
likely  to  take  that  chance  than  the  rest  of 
the  world  is.  .  .  .  [But]  risks  have  to  be 
taken,  the  stalemate  can't  endure  in  per- 
petuity. The  peace  agreement  with  Egypt 
was  of  monumental  significance,  it's 
where  hope  is." 
According  to  Mr.  Forbes,  "While  the 


(Left  to  right)  Malcolm  Forbes  jr.,  MSF,  former  Prime  Minister 

Yitzhak  Rabin  and  Editor  James  Michaels  

Arabs'  unanimity  against  Israel  brings 
them  unity,  that  is  not  their  natural  con- 
dition. These  nations  are  as  competitive 
with  one  another  as  Western  Europe  has 
been.  Rivalry  is  more  natural  than  coop- 
erating together."  And  that,  he  said,  is 
what  Israel  can  count  on.  "As  long  as 
Israel  is  a  militarily  powerful  entity,  she 
will  have  friends  in  the  Arab  world.  And 
as  they  become  acclimated  to  the  fact 
that  Israel  is,  and  shall  continue  to  be, 
then  it  becomes  an  equation  of  who's 
going  to  be  on  whose  side  in  what  quarrel 
among  the  Arab  nations.  Time  is  on  Isra- 
el's side." 

The  following  were  Mr.  Forbes'  com- 
ments on  some  Israeli  leaders: 

Yitzhak  Rabin:  "I  was  very  im- 
pressed, more  than  I  expected.  It  seemed 
such  an  unfortunate  thing  when  he  fell  as 
Pnme  Minister  over  a  small  bank  ac- 
count. But  I  suppose  to  a  lot  of  the  world 
it  seemed  absurd  that  Nixon  fell  over 
something  that  to  us  was  not  absurd." 

Ezer  Weizman:  "Maybe  it's  all  charis- 
ma, but  he's  sharp,  incisive  and  seems 
militarily  knowledgeable.  In  the  U.S.  he 


is  a  very  popular  man,  but  I  gather  th 
not  many  Israelis  take  seriously  that  1 
will  be  Prime  Minister." 

Chaim  Herzog:  "Very  imprcssiv 
You  know,  in  American  public  life  yo 
can  meet  a  lot  of  people  you  wonder  ho 
they  got  there.  But  I  didn't  meet  anyboi 
like  that  in  Israel.  They're  all  sharp,  abl 
impressive.  They  have  to  be  good.  Ma 
of  them  have  been  tested  and  tried 
public  office,  and  it  isn't  an  easy  public. 

Teddy  Kollek:  "Oh,  fabulous.  He  h 
a  one-track  mind  about  getting  thin 
done  for  Jerusalem.  If  Jerusalem's  goii 
to  be  able  to  remain  united,  it's  the  Te 
dy  Kollek  approach  that  will  make 
something  the  Arabs  can  li1 
with  and  feel  part  of.  TJ 
man's  unique.  The  things 
gets  done  for  the  city!  It's  tc 
bad  you  can't  clone  Ted( 
Kollek  for  most  of  the  citi 
of  -the  world." 

What  surprised  Mr.  Forb 
about  Israel  was  its  smai 
ness,  "that  in  such  a  concej 
trated  area  could  be  the  c| 
versity  of  accomplishmen 
the  technological  efficien 
that  Jim  Michaels  point 
out  in  his  article"  [Forb 
May  12}. 

He  likened  America  to 

  rael.  "If  we  sensed  our  dang 

we  could  be  energy-independent  in  thr 
to  five  years.  And  when  we  achieve 
degree  of  energy  independence,  we-'ll  al 
reduce  the  possibilities  of  confrontatic 
with  Russia.  When  you  see  what's  be< 
accomplished  in  Israel!  Oh,  granted 
nancial  aid — but  aid  doesn't  give  digni 
of  purpose,  it  doesn't  create  indust 
overnight,  or  technical  skills  or  the  fabr 
of  whole  new  cities  and  the  kibbutz  ide 
or  an  absolute  diversity  of  intellectu 
approaches  to  life  and  living  as  a  nation 
"You  know,  we  have  all  the  diversity 
here,  but  we  have  a  false  sense  of  securil 
that  the  atomic  umbrella  created.  J 
we've  let  America  get  into  a  situatic 
where  we  just  aren't  a  military  match  f> 
Russia  in  conventional  capability — ar 
probably  in  atomic  capability.  We're  rm 
ning  extraordinary  risks  as  a  result  of  oi 
sense  of  security. 

"Israel  shows  what  can  be  achiev« 
when  you're  aware  of  the  need.  If  we  had 
sense  oiour  danger,  we  would  be  powerf 
again,  be  a  respected  voice,  have  muscl 
clout.  The  lesson  for  us  in  Israel  is  whi 
unity  of  purpose  can  accomplish." 

FORBES,  JULY  21,  Un 


WHEN  A  PICASSO  WENT  FOR  $3  MILLION 


:ion  recently,  it  seemed  to  me  incredible.  And  even 
;eing  that  fabulous  retrospective  of  900  of  his  works 
:ed  by  New  York's  Museum  of  Modem  Art  to  cele- 
brate its  50th  anniversary,  I  still 
find  that  price  unreal. 

Despite  the  painter's  indisput- 
able genius,  you  can  see  works  of 
nearly  every  consequential  style 
and  artist  of  Picasso's  lifetime 
equal  to  or  better  than  his  often 
satirical  takeoffs — including  his 
delightful  ripoffs  of  old  masters. 
But  this  painter,  sculptor,  sketch- 
er,  doodler  never  stopped  tossing 
off  bits  and  pieces  and  canvases 
from  the  time  his  fingers  could 
first  hold  a  brush. 
To  those  of  us  with  benighted 


till  Life  on  a 
edestal  Table 


eye,  the  recognizable  works  he  did  in  his  earliest  decades  are 
so  much  more  appealing  than  after  he  picassoed.  From  then 
on  he  turned  out  by  uncountable  thousands  those  colorful 
distortions  of  eyes,  noses,  fingers 
and  every  imaginable  thing. 

With  thousands  of  sold  Picas- 
sos  and  thousands  more  ware- 
housed, I  thought  the  prices  of 
his  art  and  his  vogue  would 
quickly  decline.  It's  just  not  like- 
ly that  a  three-mile  length  of 
modern  works  can  long  com- 
mand prices  that  exceed  those  of 
the  rare  surviving  works  of  Rem- 
brandt, El  Greco,  Michelangelo. 

If  you  do  any  collecting  and 
view  your  art  as  an  investment, 
your  Picassos  have  peaked. 


Acrobat  Seated 
with  Arms  Crossed 


IT'S  MORE  FUN 

calling  the  tune  than  importuning. 


AVOIDING  OR  MUTING  CRISES 

is  often  far  better  than  precipitating  them. 


TURNING  CARTER  INTO  A  HOOVER 


By  M.S.  Forbes  Jr. 


'hat  was  a  neat  way  Ronald  Reagan 
led  the  tables  on  Jimmy  Carter 
h  his  tax  cut  proposal, 
'he  Governor's  program  combines 
d  politics  with  good  economics, 
had  been  advocating  the  Kemp- 
h  bill,  which  would  reduce  person- 
ncome  tax  30%  over  three  years, 
st  economists  wrongly  assumed 
t  such  a  reduction  would  be  wildly 
ationary.  In  his  package,  Reagan 
s  he  would  cut  personal  income 
2S  10%  for  the  next  year — which  is 
at  Kemp-Roth  would  have  done 
way.  But  because  he  mentions 
y  one  year  rather  than  three,  the 
ics  are  mollified. 

eagan  has  also  stolen  the  thunder 
n  any  potential  Carter  reindustria- 
tion  scheme  by  backing  the  Jones- 
lable  "10-5-3"  bill,  which  would 
ralize  depreciation  schedules. 
IOP  legislators  in  Congress  will 
v  be  pushing  Reagan's  program, 
king  a  vivid  contrast  to  the  lack  of 
is  from  Carter.  At  the  same  time, 

Republicans  will  remind  voters 
t,  under  Carter,  we've  had  the  big- 
t  tax  hikes  in  history, 
ince  the  Depression,  the  GOP  has 

the  image  of  austerity,  of  hard 
es;  the  Democrats,  of  big  spenders 

of  good  times. 

y  coming  up  with  programs  such  as 
i  one,  Reagan  can  begin  to  change 
itical  perceptions  so  that  the  GOP 


becomes  the  coalition  for  real  growth, 
low  taxes  and  low  inflation,  not  to 
mention  the  party  of  a  credible  nation- 
al defense.  The  Carter  Democrats  will 
be  seen  as  the  group  which,  in  Rea- 
gan's words,  "fights  inflation  with 
higher  taxes,  rising  unemployment 
and  deepening  recession."  Jimmy  Car- 
ter could,  as  fellow  Democrat  Teddy 
Kennedy  points  out,  end  up  a  Hoover- 
like symbol  for  his  party. 

Blue  collar  voters  are  up  for  grabs 
this  year.  Reagan  has  made  an  excel- 
lent start  in  attracting  their  support. 

RESEARCH  INCENTIVE 

The  Supreme  Court  decision  to  ex- 
tend patent  protection  to  new  forms 
of  life  created  in  the  laboratory  is  very 
beneficial. 

The  impact  genetic  engineering 
could  have  on  agricultural  production, 
in  fighting  diseases  and  in  a  whole 
host  of  other  areas  is  staggering. 

Companies,  laboratories,  individ- 
uals will  have  less  hesitancy  sinking 
more  time  and  money  into  research, 
knowing  that  their  breakthroughs  will 
be  protected.  Scientists  will  have  less 
need  for  secrecy  on  their  projects  if 
achievements  are  guarded  by  patents. 

Risk-taking  usually  requires  the 
possibility  of  reward.  How  many 
breakthroughs  would  have  taken 
place  in  the  enormously  productive 
pharmaceutical  industry  without  pat- 
ent protection? 

Perhaps  gene-splicing  and  laborato- 


ry-invented bacteria  may  not  live  up 
to  their  potential,  but  at  least  we'll 
know  far  sooner  than  we  otherwise 
would  have. 

HE'S  NOT  FLAWLESS 

John  Anderson's  impressive  poll 
showings  are  not  likely  to  last  as  peo- 
ple get  to  know  more  about  his  char- 
acter, especially  the  way  he  handles 
his  flip-flops  on  issues. 

Take  the  Kemp-Roth  bill.  Anderson 
was  a  staunch  supporter  of  this  legis- 
lation in  1978.  That  year  he  was  fac- 
ing a  stiff  primary  challenge  from  the 
Republican  Right  in  his  congressional 
district.  Kemp,  who  has  considerable 
standing  among  GOP  conservatives, 
came  in  to  help  because  Anderson  vi- 
gorously backed  the  tax  measure. 

Later,  Anderson  turned  against 
Kemp-Roth,  explaining  that  in  the 
face  of  rapidly  rising  inflation  such 
cuts  were  no' longer  appropriate. 

But  Anderson  couldn't  leave  it  at 
that.  He  now  claims  he  never  really 
was  for  Kemp-Roth  in  the  first  place, 
that  he  went  along  with  the  bill  be- 
cause the  GOP  leadership  was  for  it. 
When  reminded  that  he  had  written  a 
magazine  article  supporting  Kemp- 
Roth,  Anderson  said  the  piece  was 
"probably"  written  by  a  member  of 
his  staff,  that  he  himself  "doesn't  re- 
member" it. 

Why  is  it  that  those  who  claim  to 
be  more  virtuous  than  the  rest  of  us 
are  so  often  so  petty? 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. -MSI- 


Vitamins  Replace  Prayer 

Running,  a  good  thing  to  be  doing  for 
its  own  sake,  has  acquired  the  medicinal, 
value  formerly  attributed  to  rare  herbs 
from  Indonesia.  .  .  .  Jogging  is  done  by 
swarms  of  people,  out  onto  the  streets 
each  day  in  underpants,  moving  in  a  stol- 
id sort  of  rapid  trudge,  hoping  by  this  to 
stay  alive.  Bicycles  are  cures.  Meditation 
may  be  good  tor  the  soul  but  it  is  even 
better  for  the  blood  pressure.  .  .  .  Vita- 
mins have  taken  the  place  of  prayer.  .  .  . 
As  a  people,  we  have  become  obsessed 
with  Health. 

— Lewis  Thomas, 
The  Medusa  and  the  Snail 

Waste  Solutions 

The  world's  known  uranium  reserves 
are  not  expected  to  last  more  than  a  few 
decades  into  the  next  century,  reaching 
exhaustion  at  about  the  same  time  as  its 
known  supplies  of  oil.  But  used  in  the 
right  combination  of  thermal  and  fast- 
breeder  reactors,  they  can  be  made  to 
yield  50  to  60  times  more  energy,  trans- 
forming nuclear  power  from  a  temporary 
contributor  to  the  world's  energy  needs 
into  a  quasi-permanent  solution.  Michel 
Pecqucur,  the  head  of  the  French  Atomic 
Energy  Commission  .  .  .  stresses  the  fast 
breeder's  dramatic  implications  for  a 
country  like  his  own,  which  has  no  oil, 
no  easily  exploitable  coal  but  a  little  ura- 
nium ore. 

"We  have  about  100,000  tons  of  natu- 
ral uranium  ore  in  France,  which  ...  in 
fast  breeders  would  be  worth  50  billion 
tons  of  oil,"  he  says.  "That's  equivalent 
to  the  entire  proven  oil  reserves  of  the 
Middk  East.  Our  energy  problems  would 


be  solved  for  generations.".-..  France 
has  worked  ferociously  to  carve  out  a 
world  lead  in  fast  breeders  as  well  as  ih 
the  associated  technologies.  These  in- 
clude the  large-scale  reprocessing  of 
spent  thermal  reactor  fuel  in  a  new  plant 
at  La  Hague  to  separate  out  its  plutoni- 
um  harvest  and  the  vitrification  of  the 
dangerously  radioactive  liquids  that  re- 
sult, so  they  can  be  buried  away  for 
centuries  under  the  Pyrenees  Mountains 
in  the  form  of  great  black  lumps  of 
hardened  glass. 

— Paul  Lewis,  New  York  Times 


I  loved  you  enough  to  accept 
you  for  what  you  are,  not  what 
I  wanted  you  to  be. 

— Erma  Bombeck 


Ton  Don't  Say! 

For  years,  industrial  psychologists  and 
management  consultants  have  stressed 
three  basic  approaches  to  motivating 
workers:  setting  specific  production 
goals,  letting  workers  participate  in  set- 
ting goals  or  in  other  work-place  deci- 
sions, and  "job  enrichment" — increasing 
the  variety,  autonomy,  responsibility  or 
scope  of  a  job.  Now  an  academic  review 
of  80  studies  evaluating  these  techniques 
has  shown  that  money  works  best. 

Edwin  Locke  and  his  colleagues  in  in- 
dustrial psychology  at  the  University  of 
Maryland  found  that  various  monetary 
incentives  led  to  a  median  increase  in 
productivity  of  30%.  The  most  effective 


'If  your  wife  thinks  you're  worth  more  money,  Harper, 
perhaps  you  should  work  for  her. " 


approach  of  all  involved  monetary  i. 
tives  tied  to  clear-cut  production 
By  itself,  goal-setting  produced  a 
16%  increase  in  productivity;  job  ei 
ment  yielded  8%  to  16%  .  incr> 
Worker  participation  in  making 
sions  was  least  effective  of  all — il 
duced  a  median  increase  of  less  thar. 

The  researchers  say  the  recent  grl 
of  supposedly  scientific  knowledge  J 
human  behavior  may  have  made  i[ 
trial  psychologists  lose  sight  of  s| 
thing  as  basic  as  money. 

— Berkeley  Rice,  Psychology  1| 

Chicken  Lib 

A  preference  for  free-range  eg] 
based  partly  on  the  theory  that  a  chil 
that  spends  its  life  roaming  arouj 
barnyard  instead  of  being  crammeel 
the  wire  cages  used  for  what  are  cl 
battery  or  factory  or  deep-litter  henl 
healthier  fowl  that  is  likely  to  prodf 
better  egg.  But  in  England,  where 
cern  for  dumb  animals  is  so  acute 
there  may  well  be  people  willing  to 
et  beekeepers  for  keeping  their  be 
crowded  conditions,  part  of  the  steal 
the  Free  Range  egg  movement  c<| 
from  groups  with  names  like  Chill 
Lib — groups  that  object  to  hens  leadl 
"thoroughly  miserable  existence.'1! 
cording  to  the  brochure  of  an  orgal 
turn  called  Compassion  in  World  F| 
ing,  factory  farm  animals  "degrade! 
sensibilities  of  all  who  work  with  th  [ 
while  free-range  animais  "through 
active  self-expression  .  .  .  make  a  • 
able  contribution  to  the  country 
scene." 

— Calvin  Trillin,  Alice,  Let'\ 

How  Henry  K  Caught  'Ee|| 

Kissinger  won  a  medal  for  the  si 
with  which  he  had  managed  to  rounl 
the  members  of  a  local  Gestapo -unil 
really  wasn't  too  complicated  for  am 
who  understands  the  German  me:| 
lty,"  he  told  a  friend  years  later.  "I  ml 
ly  put  an  ad  in  the  local  newspaper  sa|| 
all  Germans  with  police  experience 
wanted  jobs  should  show  up  at  comi| 
headquarters,  the  next  day,  at  a  cen 
time,  and  sign  up.  The  Gestapo  pejl 
showed  up  and  signed  up  by  the  dozil 
— Marvin  and  Bernard  1*1 
Kissm 


Sleepless?  Try  Not  10 

George  Burns  tells  a  story  about 
Benny    always    complaining  that 
couldn't  sleep  last  night.  "I'd  ask 
how  he  slept  the  night  before  last.  II 
say  fine.  So  I'd  tell  him  to  sleep  e|[ 
other  night.  I  feel  that  if  I  sleep,  finel| 
don't,  fine.  If  you  can't  sleep,  try  to 
awake.  You  won't  be  able  to  do  it." 

—Wall  Street  I 
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One  reason  to  buy: 


his  new  Lear  jet  25D 
ies  16  passenger  miles 
>n  one  gallon  of  fuel 

ere  are  four  more  reasons: 


It  costs  less  than 
million. 

Only  one  business  jet  carries 
ht  passengers  and  has  a  price 
i  under  $2  million.  And  you're 
king  at  it. 

You  get  nearly  two  million 

Ies  of  engine  warranty. 

General  Electric  fully  warrants 
reliable  engines,  including  100 
rcent  parts  and  labor,  should 
3  need  removing  for  engine- 
jsed  repair  during  the  first 
I00  hours  of  flight.  That's 


equivalent  to  eight  years  of  normal 
flying  —  nearly  two  million  miles. 

3.  We've  made  some 

great  improvements  to 

the  airplane. 

Most  noticeably,  the,  new 
Century  llls  (Softflite)  wing  makes 
the  25D  even  more  docile  in 
landings,  while  maintaining 
traditional  Learjet  high 
performance. 

4.  You  can  get  one  quicker 
than  you  think. 

We've  just  increased 
production.  That  means  a  few 
more  25Ds  are  coming  available 


in  the  months  ahead.  For 
specifics,  call  either  Phil  Lovett, 
who's  in  charge  of  U.S.  sales,  or 
Finn  Hedlund,  who  is  responsible 
for  international  sales.  They're 
both  at  (602)  294-4422. 

Gates  Learjet  Corp.,  P.O.  Box 
11186,  Tucson,  AZ  85734.  Telex: 
666-408. 


Member  of  GAMA 


Now  building  our  second  1,000. 


If 


ONE  OF  THE  LARGEST  1*6 
BANKS  IN  THE  \\ORLD  S  17 
^  IS  TAKING  A  NEWfflH-1": 
TO  INTERCEPT  THE  FUTTJRE.  - 
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Historic  symbol  of  Bankers 
Trust— The  pyramid  atop 
our  Wall  Street  building. 


'"ten 
U)\D( 

'nternati 


WE'VE  MATCHED 
OUR  STRENGTHS  TO 
YOUR  NEEDS. 


Bankers  Trust  has  four  core  busi- 
nesses, now  in  place,  each  of  which 
reflects  one  of  the  four  principal 
requirements  of  corporate,  govern- 
mental or  institutional  financial  offi- 
cers. These  core  businesses  represent 
our  special  strengths.  They  are  whole- 
sale commercial  banking,  money  and 
securities  markets,  corporate  finance 
and  fiduciary. 

Wholesale  commercial  banking,  our 
major  business,  is  now  organized  into 
departments  that  match  the  markets 
on  which  we  concentrate:  World 
Corporate  serves  the  worldwide  needs 
of  both  U.S.  and  foreign  multinationals, 
as  well  as  certain  specialized  industries 
such  as  energy,  commodities,  shipping, 
and  airline  companies.  United  States 
focuses  on  large  and  middle  market 
domestic  corporations,  financial  insti- 
tutions and  government-related  busi- 
ness. International  concentrates  on 
foreign  governments  and  their  agen- 
cies, and  on  foreign  financial  institu- 
tions and  corporations. 

Our  new  structure  has  accomplished 
two  things.  It  allows  us  to  respond 
more  directly  and  more  selectively  to 
the  growing  needs  of  our  customers. 
And  it  has  placed  us  squarely  in  posi- 
tion to  help  our  customers  solve  the 
financial  problems  of  the  future.  Start- 
ing today. 

BankersTrust 
Company 

Worldwide 

International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS. TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 


Great  problem  solvers 
of  the  20th  century. 


Sigm 


und  Freud 


Madame  Curie 


Albert  Einstein 


The  Wright  Brothers 


First  there  was  Freud. 
Then  Madame  Curie. 

Then  Einstein,  the  Wright  brothers,  Henry  Ford 
and  Leo  Brandstatter. 
Leo  Brandstatter? 

Like  all  AIG  Risk  Management  account  execu- 
tives, he's  doing  for  his  profession  what  other  greats 
have  done  for  theirs. 

Solving  problems  that  many  would  consider 
unsolvable. 

Like  setting  up  note  programs  to  improve  cash 
flow  where  there  is  none. 

Using  captive  reinsurance  facilities  in  developing 
plans  to  minimize  your  income  tax. 

And  making  financial  protection  affordable  at  a 
time  when  everything  else  isn't. 


LeoBrai 


AIG  has  one  of  the  most  experienced  risk  manage- 
ment services  anywhere. 

In  fact,  our  people  have  solved  problems  that 
others  don't  even  know  exist. 

That 's  important  for  you  to  know. 
Because  when  it  comes  to  solving  problems,  a 
company  that's  still  gaining  experience  could  leave 
you  with  a  bad  experience. 

Which  is  why  the  world  will  always  remember  the 
contributions  of  Freud.  Einstein  and  Brandstatter. 
AIG  Risk  Management. 


The  AIG  Companies. 

Let  us  take  the  risks. 


For  more  information,  contact  AIG  Risk  Management.  Dept.  A_70  Pine  Street,  New  York.  N  Y.  10005  A  Member  Company  of  American  International  Group 


Forbes 


y  months  ago  American  Motors  was  the 
1  U.S.  car  company  that  looked  good.  Now 
is  are  rolling,  red  ink  is  flowing  and  AMC 
its  edgy  lenders  are . . . 


Waiting  for 
Renault 


By  Allan  Sloan 


dw  that  Chrysler  has  gotten  its 
irst  half-billion  dollars  courtesy 
}f  the  U.S.  taxpayer,  guess  which 
npany  could  be  next  at  death's 
X  could  be  American  Motors, 
a  few  months  ago  acted  as  if  it 
)out  to  own  the  world  but  now 
nevitably  headed  for  the  biggest 
its  checkered  history.  That's  the 
vs.  The  good  news  is  that  it  prob- 


ably won't  be  American  taxpayers  who 
pick  up  the  tab  but  the  French  govern- 
ment-owned car  company,  Renault, 
which  bought  controlling  interest  in 
AMC  last  year.  AMC,  now  nicknamed 
Franco-American  Motors,  gave  Renault  a 
potential  22.5%  equity  holding  in  return 
for  $200  million  of  fresh  capital  to  use  to 
modify  its  ancient  assembly  plants  to 
produce  Renault  vehicles  in  1982. 

But  the  $200  million  will  be  far  short 
of  AMC's  needs  because  the  company's 


;/  Motors'  Cera  Id  Meyers 

rig  on  his  French  connection? 


planning  assumed  profits  between  now 
and  1982.  Instead,  losses  loom  because 
AMC's  sales  of  Jeeps  and  cars  have  sud- 
denly plummeted.  Last  year  AMC  had 
the  second-biggest  profit  ($83  million)  in 
its  25-year  history.  This  year  it's  heading 
for  its  biggest  loss.  AMC  will  say  only 
that  it  expects  a  loss  for  the  year,  which 
ends  Sept.  30.  In  the  first  half,  it  earned 
$14.1  million  (44  cents  a  share).  The 
number  being  whispered  in  Detroit  is  a 
staggering  $160  million  operating  loss — a 
third  of  AMC's  equity  base.  Late  in  June 
AMC  announced  it  was  laying  off  10%  of 
its  executives.  Three  quarters  ago  the 
company  was  so  confident  it  began  pay- 
ing a  7 Vz -cent  quarterly  dividend,  its  first 
in  five  years.  Last  month  it  dropped  the 
dividend.  In  March  AMC  Chairman  Ger- 
ald Meyers  spoke  proudly  to  Forbes  of 
the  company's  growing  financial 
strength.  Now  it's  looking  for  enough 
cash  to  meet  its  losses. 

On  top  of  everything  else  AMC  has  a 
problem  with  its  banks,  which  in  fanu- 
ary  gave  it  a  $150  million,  seven-year 
credit  line  replacing  a  $102  million,  two- 
year  line.  AMC  made  First  National 
Bank  of  Boston  the  lead  in  the  13-bank 
consortium.  During  AMC's  lean  years, 
Bank  of  America  kept  the  other  banks  in 
line  through  subtle  (and  not-so-subtle) 
pressures.  Because  of  its  losses  AMC  is 
in  default  of  its  loan  agreement,  or  soon 
will  be.  Some  of  the  banks  reportedly  are 
using  this  technicality  as  an  excuse  to 
call  in  their  loans  and  drop  out  of  the 
credit.  "I  suggest  you  contact  the  lead 
bank,  we  have  nothing  to  say,"  BofA's 
man  told  us.  The  lead  bank  had  nothing 
to  say,  either. 

AMC  badly  needs  short-term  funds. 
The  company  said  recently  it  had  used 
$90  million  of  its  $150  million  bank  line, 
up  from  $12.8  million  on  Mar.  31.  It  has 
used  $60  million  of  the  $200  million  Re- 
nault commitment,  and  needs  the  rest  to 
develop  its  forthcoming  line  of  gas-stingy 
Renaults,  not  to  meet  operating  losses. 
The  government  already  has  Chrysler  on 
its  hands,  and  no  doubt  remembers  that 
two  years  ago  AMC  informally  sought 
federal  loan  guarantees,  then  withdrew 
the  request  because  it  decided  it  didn't 
need  the  money.  The  only  place  left  to  go 
is  Renault.  Rumor  has  it  that  AMC's 
creditors  are  trying  to  get  Renault's  name 
on  the  dotted  line  along  with  American 
Motors'.  Vive  la  France!  ■ 
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Here's  one  Japanese  industry  that  cant  com- 
pete with  the  Americans.  But  here,  too,  he- 
cause  of  energy  we  may  be  losing  our  edge. 


Japan's 
aluminum  woes 


By  Atsuko  Chiba 


The  scene  is  familiar.  Factories 
shut  down,  fortunes  in  machinery 
lying  idle.  Production  has  grown 
uneconomic,  unable  to  match  foreign 
competition.  Pittsburgh,  Cleveland,  De- 
troit or  Mahwah,  N.J.? 

No,  the  scene  is  Niigata,  Japan,  an  hour 
north  of  Tokyo  by  air,  part  of  Japan's 
aluminum  industry,  the  Free  World's  sec- 
ond largest.  While  North  American  gi- 
ants Alcoa,  Reynolds,  Kaiser  and  Alcan 
are  basking  in  their  best  years  ever,  Japa- 
nese smelters  have  been  retrenching — 
victims  of  the  energy  crisis. 

Aluminum  smelting's  electrolytic  pro- 
cess requires  massive  doses  of  energy,  at 
least  5  times  more  than  steel  smelting. 
Having  no  oil  of  its  own,  Japan  buys 
expensive  foreign  oil  to  generate  72%  of 
its  smelting  power.  By  contrast,  only 


14%  of  U.S.  aluminum  smelting  uses  oil- 
or  natural  gas-fired  electricity.  Most  U.S. 
smelting  power  is  generated  by  bargain 
hydroelectric  (38%)  or  coal  (41%)  power 
sources.  That  means  on  average  U.S. 
smelters  pay  only  15  to  16  cents  for 
enough  electricity  to  smelt  a  pound  of 
aluminum.  Japan  pays  45  to  50  cents, 
Merrill  Lynch  reckons.  That's  too  much 
of  a  cost  disadvantage.  Not  surprisingly, 
Japan  is  bailing  out  of  much  of  its  ingot 
production  capacity,  where  the  energy 
consumption  is  highest.  It  is  concentrat- 
ing on  the  latter  stages  of  the  aluminum 
production  cycle,  rolling  or  casting 
ingots  into  auto  parts,  foil  and  other 
products.  That  requires  far  less  energy. 

Last  year  Japan's  Ministry  of  Interna- 
tional Trade  and  Industry  asked  alumi- 
num producers  to  shut  30%  of  smelting 
capacity.  When  MITI  whistles,  Japanese 
industry  dances.   Aluminum  smelters 


Japan's  "smelt  down"  in  aluminum 


Unable,  because  of  soaring  energy  costs,  to  compete  with  world  suppliers,  Japan's 
aluminum  producers  have  been  shutting  down  smelters.  By  1985,  for  the  first 
time  in  years,  Japan  expects  to  import  more  aluminum  ingots  than  it  produces. 
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like  Niigata's  Nippon  Light  Mc 
agreed.  That  leaves  Japan  with  a  sn] 
ing  capacity  of  1 . 1 5  million  tons,  slig 
larger  than  the  U.S.'  second-largest  ] 
minum  company,  Reynolds,  but 
smaller  than  industry  giant  Alcoa. 

While  Japan  has  been  cutting  b 
world  demand  for  aluminum  has  I 
bursting  at  the  seams.  While  Japan's 
minum  smelters  are  suffering,  the 
industry  is  turning  handsome  profits) 
1985  (see  chcui),  for  the  first  time 
years,  Japan  expects  to  import  more 
minum  ingots  than  it  produces. 

The  Japanese  shutdowns  have  he 
the  smelters.  With  curbed  ingot  su| 
and  rising  worldwide  demand,  Japai 
smelters  were  able  to  raise  prices 
times  in  the  last  18  months,  to  $2,3l 
ton.  That's  $500  more  than  the  An1 
can  price,  but  with  some  protective 
iffs  the  difference  is  not  that  great, 
analyst  with  Nomura  Research  Instit 
an  arm  of  Nomura  Securities,  estim 
that  by  last  March  the  deficits  of  )i 
nese  smelters  had  been  cut  to  S270  i 
lion  from  $400  million  a  year  earlier, 
the  relief  may  be  only  temporary.  Wj  |j 
international  recession  on  the  hon 
and    aluminum    demand  slacken! 
prices  may  fall,  once  again  undercut! 
the  Japanese  smelters.  What's  worse, 
yen  is  rising  against  the  dollar,  encou 
ing  import  of  American  ingots. 

Long  term,  the  Japanese  strategy  ij 
open  new  capacity  in  energy-rich  ccj 
tries  like  Australia,  Indonesia  and  Bra 
Japan's  Aluminum  Federation  manajj 
director,  Masami  Ogawa,  says  that 
1985  half  of  Japan's  aluminum  impj 
will  come  from  its  share  of  those  for^ 
investments,  so  far  in  seven  counts 
At  least  one  Japanese  producer  has  a  h 
start  on  that  strategy.  Nippon  Light  1\| 
als,  half  owned  by  Canada's  Alcan  t\ 
minium  Ltd.,  increased  ingot  impi 
from  Alcan  while  focusing  on  the  rd 
eymaking  part  of  the  Japanese  alurhinl 
business.  That's  the  way  Japan  will  jj 
it  from  here  on  out. 

But  Japan's  dilemma  is  a  two-e 
sword,  not  an  unalloyed  delight  to  th 
American  smelters.  That's  because 
cheapest  way  to  make  aluminum  is) 
meltingscrap-aluminum  beer  cans,  sid 
and  so  forth.  Recycling  eliminates  95'JI 
the  energy  required  to  produce  alumin 
from  scratch.  American  compan 
which  on  average  depend  on  scrap 
about  20%  of  their  aluminum  product! 
love  that  scrap.  But  the  Japanese  lov) 
even  more.  In  1977  American  scrap 
ports  totaled  only  200  million  pout] 
Last  year  they  shot  past  600  million,  rfl 
bought  by  the  aluminum-hungry  J^ 
nese.  And  when  the  Japanese  hit 
market,  scrap  prices  leap,  irrital 
American  aluminum  companies.  T| 
the  Japanese  retreat.  Prices  fall,  but  no{ 
long.  At  the  moment  the  Japanese  are 
of  the  market,  and  the  U.S.  auto  industfl 

FORBES,  JULY  21,1 


ap  user,  is  knocked  out.  But  the 
;e  will  have  to  wade  back  in,  bring- 
daches  for  the  Americans. 

Japanese  predicament  helped 
iternational  ingot  prices  above  90 
pound  about  six  months  ago,  far 
he  68  cents  a  pound  Chase  Econo- 
>  figures  the  American  industry 
to  justify  reinvestment  in  new 
md  equipment.  A  word  to  the 
owever:  What  is  Japan's  problem 
nay  be  the  U.S.'  tomorrow, 
e  America's  energy  situation  isn't 
so  bad  as  Japan's,  it  is  headed  in 
neral  direction.  Some  of  its  rela- 
:heap  power  sources  are  fading,  or 
ng  uneconomic. 

industry's  Washington  state 
ille  Power  Administration  con- 
signed at  dirt-cheap  rates  in  the 

expire  in  the  Eighties  and  early 
is.  The  best  scenario  is  that  the 
um  companies  will  be  able  to  re- 
lem  at  rates  far  higher  than  to- 
md  we're  talking  about  30%  of 


America's  smelting  capacity.  Worst  sce- 
nario: Smelters  won't  get  enough  de- 
pendable Bonneville  power,  leaving  alu- 
minum companies  two  choices — buy  ex- 
tra power  or  shut  down.  Buying  extra 
power  isn't  cheap.  Last  winter  purchas- 
ing power  from  out  of  state  cost  5  or  10 
times  Bonneville  prices.  Building  new 
power  plants,  which  primarily  means  nu- 
clear, is  chancy  in  today's  antinuke  po- 
litical atmosphere.  In  the  Ohio  Valley, 
environmental  restrictions  on  coal  devel- 
opment and  usage  are  making  life  more 
difficult,  and  soaring  natural  gas  prices 
have  turned  Gulf  Coast  smelters  margin- 
ally profitable. 

Like  the  Japanese,  several  U.S.  majors 
are  hedging  their  bets  by  investing  in 
Australia,  rich  with  cheap  lignite  power, 
lots  of  bauxite  and  wide  open  spaces  to 
exploit  both.  With  Australia's  costs 
about  3%  lower  than  current  American 
aluminum  smelting  costs,  it  doesn't  take 
a  genius  to  see  why  Australia  is  the  new 
El  Dorado  of  aluminum.  American  and 


Japanese  companies  are  pouring  millions 
into  Australia,  aiming  to  increase  smelt- 
ing capacity  down  under  tenfold  by  1985. 
Hydro  dreamland  Brazil  is  likely  to  be 
the  next  hot  spot. 

Therefore,  without  some  serious 
changes  in  U.S.  energy  policy,  compa- 
nies such  as  Kaiser  Aluminum  are  saying 
they  are  not  likely  to  build  any  new  U.S. 
smelting  capacity,  so  say  good-bye  to 
more  potential  jobs  and  industrial  mus- 
cle. Like  Japan,  the  U.S.  will  lean  toward 
importing  aluminum  at  a  time  when  the 
light,  energy-conserving  metal  will  enjoy 
unsurpassed  demand  in  the  U.S.,  espe- 
cially in  construction  and  in  autos.  Ford, 
for  instance,  plans  to  double  its  use  of 
aluminum  between  now  and  1985.  The 
two  big  aluminum-workers  unions  just 
signed  a  three-year  contract  making 
them  the  highest  average  hourly  wage 
earners  in  American  labor,  edging  past 
the  steel  industry.  Right  now,  every- 
body's happy.  But  so  were  the  Japanese, 
only  a  decade  ago.  ■ 


ark's  Don  Kelly  took  his  time  preparing  to 
the  bullet.  When  he  bit  it,  he  really  bit  it. 

Growing  by 
shrinking 


By  Bob  Ta  mar  kin 


I  just  wish  you  didn't  always 
a  do  things  on  such  a  cosmic 
complained  an  Esmark  Inc.  direc- 
:  seriously  at  the  end  of  the  com- 
atest  board  meeting, 
irk  President  Donald  P.  Kelly 


laughed.  A  ruddy-faced  man  of  58,  Don 
Kelly  laughs  a  lot.  But  don't  be  deceived: 
Underneath  he's  tough  as  a  nail  and  just 
as  sharp — especially  when  it  comes  to 
numbers.  Hell,  all  he  was  suggesting  was 
shrinking  the  company  to  less  than  half 
its  size,  from  $6.8  billion  in  sales  down 
to  $3  billion.  Then  selling  off  its  most 


profitable  division,  Vickers  Energy, 
which  contributes  41%  of  earnings  on 
just  14%  of  sales.  Then  getting  out  of 
meatpacking,  its  original  business,  alto- 
gether— closing  down  maybe  $300  mil- 
lion worth  of  unprofitable  plants  and 
hoping  to  sell  the  rest.  Then  buying  in 
half  of  Esmark's  22  million  common 
shares.  And  buying  up  a  few  specialty 
chemical  firms  and  consumer  products 
companies. 

Along  the  way,  Esmark  would  take  a 
big  bath — maybe  as  much  as  $200  mil- 
lion this  year — but,  by  announcing  the 
good  news  about  the  tender  along  with 
the  bad  news  about  the  writeoff,  he 
watched  his  stock  go  up  instead  of  down. 

Although  Kelly's  blitzkrieg  had  been 
formally  in  the  works  for  just  a  year,  its 
origins  date  back  to  the  last  days  of  the 
acquisitive  Sixties.  Outfits  like  Jimmy 
Ling's  LTV  (Wilson),  Charlie  Bluhdorn's 
Gulf  &  Western  (Armour)  and  Eli  Black's 


Energy  is  where  you  find  it 


lark  isn't  the  only  nonoil  company  with  energy  re- 
'es.  Below,  ten  others  in  the  same  position.  The  valu- 


ations are,  necessarily,  a  bit  arbitrary.  But  they  are  conser- 
vative, reckoning  only  proved  reserves. 


any 
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ed  reserves  are  those  economically  recoverable  given  current  prices  and  technology, 
ation  basis:  $12  per  bbl,  $1.25  per  mcf.    "Bache  estimates. 
i:  Bbaral  Sabgat  and  Osman  Fralp;  Hache  Halsey  Stuart  Shields. 


26,000  cu  ft  of  gas  (6  mcf|  =  cfne  barrel  of  oil. 
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AM  K— now  United  Brands  (John  Mor- 
rcllj — were  dismembering  meatpackers 
like  a  Wichita  slaughterhouse.  Scared 
sensible,  Swift  &  Co.  (as  Esmark  was 
then  known)  decided  to  diversify  itself 
before  someone  else  did.  Don  Kelly,  a 
tough-minded  numbers  man  from  the 
Soutb  Side  of  Chicago,  then  comptroller 
and  vice  president  of  corporate  develop- 
ment, was  in  charge  of  that  reappraisal. 
Kelly's  report:  Get  out  of  meatpacking, 
but  not  before  a  nonmeat  base  has  been 
built  up  through  diversification  substan- 
tial enough  to  permit  the  company  to 
take  full  advantage  of  the  likely  tax-loss 
carryforwards. 

It  took  Esmark  close  to  a  decade  to  do 
that,  buying  excellent  companies  like 
Playtcx,  Vickers  Energy,  Jensen  Stereo, 
STP,  TransOcean  Oil  and,  most  recently, 
Danskin.  One  by  one  Swift's  aging  plants 
were  closed  down,  55  in  all  over  the  past 
decade  -many  of  them  too  far  from  the 
herds  to  be  competitive  any  longer.  In 
1976  Esmark  brought  in  marketing  pro- 
fessional William  Watchman  from  Col- 
gate-Palmolive to  make  one  last  try  to 
revive  Swift  with  new  products  like  Siz- 
zlean  breakfast  strips,  Firebrand  Beef 
Strips  and  Homemade  Soup  Starter. 
What  finally  convinced  the  board  that 
I  sin. irk  had  no  future  in  meatpacking, 
says  Don  Kelly,  was  a  trip  he  made  about 
three  months  ago  to  Swift's  Clovis,  N. 
Mex.  beet  plant.  "That  plant  was  losing 
$2  million  .1  year,"  says  Kelly,  a  cold  glint 
coming  into  his  eye.  "Why?  Because  its 
wage  scale  averaged  $14  an  hour  as  com- 
pared with  its  competitor's  $8  an  hour." 
But  the  national  leadership  of  the  meat- 
packers  union  refused  to  bring  wage 
scales  into  line,  even  under  threat  of  clo- 
sure. The  union  .ilsu  refused  Kelly's  otter 
to  sell  Swift's  profitable  plants  to  its  em- 
ployees (as  Rath  Packing  is  now  trying  to 
do) — even  when  Esmark  offered  to  fund 
the  $200  million  in  unfunded  pension 
liabilities  that  had  scared  off  all  previous 
suitors. 

"That's  when  I  got  macho  and  decided 
to  turn  the  lights  out  in  meatpacking 
altogether,"  says  Kelly.  "But  then  I  took 
another  look  at  the  numbers  and  thought 
'Why  take  a  couple  of  hundred  million 
writeoff  more  than  I  have  to?'  I  decided 
we  ought  to  be  able  to  sell  our  profitable 
meat  plants  for  somewhere  between 
$190  million  and  $210  million." 

Nothing's  been  sold  yet,  but  Vickers  is 
certain  to  attract  lively  bidding;  we  all 
know  what  oil  companies  are  going  for 
these  days.  Vickers  should  bring  in 
enough  money  to  pay  for  the  stock 
tender  and  leave  enough  cash  for  acquisi- 
tions. The  guessing  is  that  Vickers  alone- 
may  be  worth  as  much  as  $50  a  share  on 
Esmark's  price. What  with  the  meatpack- 
ing losses  stopped  and  the  capitalization 
halved,  Esmark  should  report  a  big  earn- 
ings bulge  next  year;  $7  to  $10  a  share 
versus  $4.21  in  1979. 


But  what  if  no  corporate  or  foreign 
buyer  surfaces  for  the  meat  plant?  (Kelly 
says  some  undisclosed  Germans  have- 
been  interested.)  Well,  there  is  always 
the  possibility  of  a  leveraged  buyout  by 
existing  Swift  management. 

All  of  which  leaves  Esmark  sharehold- 
ers with  an  interesting  choice.  They  can 
tender  their  shares  back  to  Esmark  for 
$30  per  share  in  cash  and  $40  in  deben- 
tures— a  package  worth  $55  to  $60  a 
share  in  the  marketplace  for  a  stock  that 
sold  for  half  that  a  few  months  back.  Or 
they  can  stay  with  a  highly  profitable 


stripped-down  Esmark. 

In  business  school  they'd  call  all! 
"redeployment  of  assets."  Kelly  caj 
"giving   our    stockholders  some 
Hons" — meaning  giving  them  a  chj 
to  sell  at  a  reasonable  price  if  they  i 
out.  What  if  the  remaining  shares 
after  the  tender  is  completed?  "\ 
we'd  probably  tender  for  some  mi 
says  Kelly,  laughing  but  clearly  meaj 
it.  He  adds  that  even  the  core  com) 
itself  might  be  for  sale  if  the  price 
right.  Now,   those  are  sentiment! 
warm  any  investor's  heart.  ■ 


"When  it  works,  don't  fix  it,"  says  Eastern  / 
Lines  about  its  stripped-down  but  profitah 
"Washington-New  York-Boston  runs. 


Shuttling 
through 


By  Jerry  Flint 


Any  day  now  some  lucky  passen- 
ger will  be  plucked  out  of  line  and 
hailed  as  the  50-millionth  rider  on 
Eastern  Air  Lines'  Washington-New 
York-Boston  shuttle.  Naturally  there  will 
be  some  presents.  Of  course,  if  Eastern 
wanted  to  do  something  really  nice,  it 
would  empty  the  seats  on  either  side  of 
Mr.  50  Million,  just  to  let  him,  once, 
escape  the  typical  shuttle  seating  posi- 
tion: elbows  jammed  to  the  sides,  knees 
pointed  toward  the  chin  and  other  people- 
everywhere. 

"No,"  says  Walter  J.  Dane,  Eastern 
vice  president  in  New  York,  "that  would 
destroy  the  shuttle's  profitability.  We 
need  every  passenger." 

For  readers  who  have  never  ridden  the 
shuttle,  it  is  the  East  Coast  lifeline,  con- 
necting Washington,  whence  all  favors 
flow,  to  the  business-university  centers 
in  New  York  and  Boston.  It's  not  a  flight 
for  tourists,  but  for  briefcase-toting  men 
and  women,  bureaucrats,  consultants, 
politicians, -bankers  and  lawyers  law  jrers 
lawyers.  The  business  downturn  isn't  go- 
ing to  stop  this  traffic.  "I  never  knew  a 
recession  that  affected  the  government," 
says  Edmund  Greenslet,  vice  president 
and  airlines  analyst  at  Merrill  Lynch. 
Shuttle  volume  for  the  first  five  months 
of  this  year  is  1,274,491,  up  a  nudge  from 


1,227,228  the  year  before,  which 
bad  in  a  recession  period.  Last  year 
shuttle  carried  3,251,260  passengei 
record  helped  by  the  strike  at  United 
the  DC- 10  fracas  that  threw  extra  II 
ness  the  shuttle's  way. 

Spartan  it  is.  There's  no  coffee,  te 
Coke,  let  alone  Cutty  or  claret  serve 
board.  At  LaGuardia  Airport  boardit 
a  nostalgia  trip.  Passengers  trot  ouj 
the  runway  and  climb  up  the  planc'si 
stairs.  If  it  rains,  there  are  umbrellas, 
that  will  not  keep  you  dry  in  the  ail) 
gusts.  No  reservations.  No  advance  I 
eting.  Just  standing  in  line  and  payiru 
board  with  cash,  check  or  credit  care 

Obviously,  then,  Eastern  must  be  n 
ing  barrels  of  money  on  the  run,  espei 
ly  considering  that  the  55-minute 
now  costs  a  tough  60  bucks,  comp 
with  only  $14  when  the  shuttle  sta 
in  the  early  Sixties  (this  year  alone 
tariff  is  up  15%).  Not  so,  Eastern  clai 
it  is  only  "marginally"  profitable, 
biggest  problem,  Dane  says,  is  the  rui 
shuttle:  Everyone  has  to  get  on,  and 
means  when  the  plane  is  filled  youl 
another  one  up.  This,  in  turn,  means 
Eastern  has  to  keep  extra  planes 
crews  on  hand  for  any  overflow.  ' 
keep  1 8  airplanes  on  hand  where  7  wc 
suffice,"  says  Dane.  What's  more,  vn 
the -planes  were  once  the  Eastern 
overs,  today  the  regular  fleet  is  larj 
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retch  727s  seating  \77,  plus  older 
res  carrying  1  OS  on  the  Washing- 
;  A-30()s  on  the  Boston  run.  The 

could  improve,  notes  analyst 
let,  if  Eastern's  big  European- 
r300s  could  land  in  Washington, 

the  passenger  load  would  climb 
■  need  tor  spares  fall.  I  lowever, 
residents  have  fought  against  tak 

wide-bodied  planes  at  Washing 
ational  Airport. 

tiarginally  profitable  isn't  bad  for 
tie  this  year.  In  the  first  quarter, 
f  ten  trunk  carriers  were  in  the 
1  only  Delta  and  Eastern  made  a 
?or  Eastern  it  was  small  -net  in 
f  $3.5  million. 

rn  has  now  captured  90",.  ot  the 
gton-Ncw  York-Boston  an  travel, 
the  35%  to  40%  it  carried  before 
tie  start  of  the  shuttle.  Eastern's 
it  in  1961,  Malcolm  Mclntyre, 
;■>  with  the  idea  hut,  admits  Dane, 
rejected  "by  everyone,  including 
Iclntyrc  had  his  way.  From  time 

Eastern  has  tried  to  change  the 
without  too  much  success.  A  de 
a  it  added  what  it  called  "ameni- 
yhich  meant  getting  tickets  on 
rnd  and  drinks  in  the  air.  All  that 

was  a  harrage  ot  complaints.  The 
ys  returned.  "When  it  works, 
c  it,"  says  Dane.  ■ 


Shuttle  crowd  boarding  at  New  York's  LaGuardia  Airport 

"I  never  knew  a  recession  that  affected  the  government. 


e's  a  big  hole  in  the  ground  in  Oakland, 
r — and  a  great  plot  for  a  spy  movie. 


Attention, 
Alfred  Hitchcock, 
wherever  you  are 


ty  Michael  Kolbenschlag 

VID  A.  SELF,  city  manager  of 
Oakland,  Calif.,  looks  worried  as 
e  chomps  on  the  butt  end  ol  a 
mi  II  nig  "Black  Jack"  C  aiesta  Rey 
[e  stares  at  the  master  plan  foi 
ty  development  plastered  on  the 
lositc  his  desk.  "It  we  don't  real- 
plan,"  he  says,  "it  would  he  had 
:ity." 

Old  has  ambitions.  Already 
g  the  second-largest  container 
he  U.S.,  the  city  planned  to  have 


the  first  U.S.  i  ommeri  ial  condom  m 

( omple*  speciali;  ing  in  trade  with  the 
Far  East.  That  project,  I  long  Kong' 
U.S.A.,  was  conceived  as  a  seven-phase 
extravaganza  costing  upwards  of  $250 
million  The  idea  was  to  have  all  units  in 
the  complex  purchased  hy  Asian  met 
chants  and  investors  with  an  interest  in 
doing  business  in  the  U.S.  I  long  Kong/ 
U.S.A.  was  to  be  the  centerpiece  of  Oak- 
land's business  development  plans, 
which  include  two  hotels,  a  convention 
center  and  posh  urban  residences. 

At  the  moment,  though,  I  long  Kong/ 


I  J.S.A,  i s  a  our  square  blot  k  hole  in  the 

ground  in  downtown  Oakland  Inns  ol 
concrete  have  been  ponied,  hut  all  work 

has  stopped  due  to  mi  nu  redibly  tangled 

web  ot  international  lawsuits  that  daily 
push  the  projet  I  closet  and  closet  u>  de 
fault  That  web,  years  in  the  spinning, 
has  businessmen,  hanks  and  bureaui  rats 
i n >in  Hong  Kong  in  Moscow  and  London 
now  caught  in  its  threads. 

After  a  closeup  ol  (  ny  Manage]  I  )avid 
Si  lt  and  a  quick  cut  to  tin  hole  iii  tin' 
ground  in  ( iakland  at  Broadway  and  9th 
Street,  dissolve  to  the  Hong  Kong  offices 

ill    iln    project's  developer,  50-yeainld 

Chinese  financier  Y.T.  Chou,  There 

Chou,  a  tall  hull  ol  a  man,  is  plotting  his 
defense  in  a  suit  brought  againsl  him  late 
lasi  v * ' a i  in  a  California  court  by  the 
official  liquidator  ol  the  I'acitic  Atlantic 
Bank,  Inc.  ol  Panama,  and  Moscow  Na 
rodny  Bank  Ltd.,  the  London  based  Sovi 
et  state  overseas  hank.  No  petty  suit 

that.  The  two  plaintiffs  are  aftei  (  hou 
and  several  other,  mainly  Asian,  defen 
dants  loi  a  cool  hall  billion  dollars.  The 
i  harge  is  that  (. 'hou  and  Ins  business 
associates  m  the  Far  East  encouraged 
"multiple  breaches  ot  fiduciary  duty"  by 
Narodny's  managers  in  Singapore  in  ob- 
taining fraudulent  loans.  Fearful  oi  the 
gigantic  suit,  Asian  investors  in  the 
COndo  protect  havr  ceased  making 
progress  payments  necessary  lor  con- 
st nu  t  k  i  ( )akland.  (  hou,  fet  g  loss 
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of  face,  has  advised  the  eity  that  he'd  like 
someone  to  purchase  his  100%  control- 
ling interest  in  the  pro)ect. 

Now  flash  back  to  1971.  Narodny  has 
just  opened  a  Singapore  branch  and  be- 
gins to  lend  freely  in  the  Asian  market. 
Were  political  motives  involved?  Many 
observers  thought  so.  How  often  do  the 
Soviets  do  things  without  a  political  mo- 
tive? Was  Narodny  a  financing  arm  of 
the  KGB?  Some  local  newspapers  said 
there  were  connections.  Further  pub- 
lished reports  suggested  that  the  Soviets 
wanted  to  infiltrate  California's  techno- 
logically vital  Silicon  Valley.  And  that's 
where  Chou  comes  in.  According  to  Nar- 
odny, he  and  his  Hong  Kong  and  Singa- 
pore associates  invested  $8  million  of  the 
bank's  money  in  at  least  five  small  Cali- 
fornia banks  without — Narodny  in- 
sists—its knowledge.  The  banks  includ- 
ed Peninsula  National  of  Burlingame,  Ta- 
hoe  National  of  Tahoe,  First  National  of 
Fresno,  Bank  of  Trade  of  San  Francisco 
and  Camino  California  of  Palo  Alto. 

The  plot  thickens.  The  airing  of  this 
Soviet  dirty  linen  comes  about  from  an 
unlikely  source,  a  former  Chinese  postal 
clerk  named  Amos  W.  Dawe.  In  late 
1975  Dawe,  a  Singapore-based  entrepre- 
neur of  whom  little  is  known,  defaulted 
on  bids  he  had  made  to  acquire  three  of 
the  banks  in  question.  One  of  the  de- 
faults, to  purchase  Peninsula  National, 
left  Pacific  Atlantic  Bank  of  Panama,  a 
bank  that  subsequently  went  bankrupt 
itself,  holding  the  bag  on  a  $2.8  million 
letter  of  credit  it  had  issued  to  secure  the 
deal.  Eventually,  Narodny,  PAB's  major 
creditor,  paid  that  debt. 

Soon  other  business  associates  in  the 
bank  deals  became  uncomfortable,  and 
one  sued  Dawe  to  recover  his  invest- 
ment. In  1978  Dawe  countered  by  suing 
Narodny,  claiming  that  the  Soviets  had 
reneged  on  promises  to  lend  him  $100 


million  to  make  these  and  future  U.S. 
bank  purchases.  Had  Dawe  been  a  front 
man  for  the  Soviet  bank  in  the  U.S.  be- 
fore there  was  a  falling  out?  Narodny  said 
no  and  responded  last  year  with  its  gi- 
gantic suit  that  attacked  not  only  Dawe 
but  all  his  business  associates  as  well, 
including  Y.T  Chou. 

The  suits  offered  a  tantalizing  peek 
into  Narodny's  affairs.  Court  papers  re- 
vealed that  Dawe  was  no  stranger  to  its 
Singapore  branch.  As  chairman  of  the 
Hong  Kong-quoted  Mosbert  Group,  a  far- 
flung  Asian  holding  company,  Dawe  had 
been  receiving  millions  in  loans  from 
Narodny  since  the  early  1970s.  Nothing 
was  thought  amiss  until  the  Dawe  suit 
for  $100  million  prompted  Narodny  to 
take  a  closer  look  at  just  where  the  funds 
of  its  Singapore  branch  had  been  going.  It 
took  until  last  year  for  Narodny  to  decide 
it  didn't  like  where  they  were  going  at 
all.  But  by  this  time  both  Dawe  and  his 
company  had  been  declared  bankrupt 
and  Dawe  had  dropped  from  sight,  claim- 
ing the  Russians  were  out  to  kill  him. 

Reenter  Y.T.  Chou.  If  Dawe  had  es- 
caped the  Soviets'  grasp,  Chou  was  not 
so  lucky.  Until  recently  Chou  held  a  con- 
trolling interest  in  the  Camino  Califor- 
nia bank,  in  which  Narodny  claims  its 
funds  were  fraudulently  invested.  Chou 
admits  to  having  had  business  deals  with 
Dawe  in  Hong  Kong  and  Singapore  going 
back  almost  ten  years.  That's  why,  al- 
though Narodny's  half-billion-dollar  suit 
was  prompted  by  Dawe's  actions,  the 
Soviet  bank  named  Y.T.  Chou  as  the 
principal  defendant.  Narodny  not  only 
sued  Chou  but  also  blocked  his  San  Fran- 
cisco bank  account  and  had  the  sheriff 
padlock  a  safe-deposit  box  of  undisclosed 
contents.  Says  one  source  close  to  the 
affair:  "Narodny  knew  that  Chou  had 
assets  and  that,  because  he  was  involved 
in  developing  the  Hong  Kong/U.S.A.  cen- 


Oakland  City  Manager  David  A  Self 

A  tangled  web  of  lawsuits  and  a  lot  of  unanswered,  questions. 


Narodny's  London  offices 

A  peek  behind  the  curtain. 

ter,  they  had  found  one  defendant  wiil 
pressure  point." 

How  to  resolve  this  complicated  I 
nario?  Try  this.  Chou  files  yet  anol 
suit  against  Narodny,  this  one  charJ 
the  bank  with  making  false  claims  I 
character  assassination.  The  prospeel 
still  more  disclosure  and  publicity  col 
hardly  be  pleasing  to  the  secretive  SI 
ets.  Narodny's  foray  into  the  U.S.  c«| 
system  and  the  discovery  procedjl 
that  it  requires  begin  to  look  more  I 
more  like  a  mistake,  encouraging  I 
bank  to  cut  its  losses  and  slam  the  \l 
dow  shut. 

Chou,  in  fact,  filed  such  a  suit  in  A]l 
Now,  sources  close  to  Narodny  say  I 
bank  has  decided  to  settle  with  him  I 
of  court.  A  secret  deal  between  till 
would  presumably  satisfy  the  letteil 
credit  debt  that  remains  to  be  clearecl 
in  the  Pacific  Atlantic  Bank  bankrupl 
but  leave  unanswered — as  contempoil 
films  so  often  do — some  key  questi«l 
Just  what  was  Narodny  really  up  tdl 
Singapore  and  the  Silicon  Valley — nal 
mention  Panama?  How  bankerly  I 
Narodny's  lending  standards?  Were  ClI 
and  Dawe  victims  or  villains?  In  life  it 
film  these  days,  ambiguity  is  the  fashil 

And  Oakland?  Chou  has  decidedl 
pull  out  of  Hong  KongU.S.A.,  lea\l 
City  Manager  David  Self  to  pick  up  I 
pieces.  Self  has  twice  traveled  to  Hll 
Kong  in  recent  months  to  find  new  bsi 
ers.  So  far  no  new  major  partner — J 
who  could  inspire  renewed  confide  I 
on  the  part  of  Asian  investors — I 
turned  up.  "We're  confident  that  soil 
thing  will  work  out,"  says  Self. 

Closeup:  Self  chewing  a  cigar  thai 
visibly  becoming  shorter  and  shonj 
Quick  cut  to  the  hole  in  the  grouncl 
Broadway  and  9th  Street.  Will  Alll 
Hitchcock  or  somebody  like  him  takjl 
from  here?  ■ 
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?'s  a  new  pecking  order  in  place  at  Sears, 
tick;  no  longer  does  retailing  rule  the 
\  Indeed,  why  should  it? 


Sears 
takes  stock 


By  Jean  A.  Briggs 

ward  Brennan,  46,  is  built  like  a 
otballplayerand  talks  like  a  reviv- 
ist  preacher.  Does  Sears,  Roebuck 
iblems  in  its  retailing  business? 
:w  president  answers  with  com- 
ke:  "Sears  is  not  only  the  biggest, 
the  best. "  And,  "We  have  the  best 
organization  .  .  .  the  best  selling 
tion."  He  talks  in  the  tone  of  a 
ever — a  man  whose  mother,  fa- 
grandfather  were  once  buyers  for 
tty  retailer. 

in  will  need  all  the  enthusiasm 
muster.  Sears'  retail  operation 
ley  in  the  first  quarter  and  it 
t  make  it  into  the  black  in  the 
quarter  that  ends  this  month, 
t-quarter  loss,  reported  at  $7 
would  have  been  at  least  $30 
and  perhaps  $57  million  had 
)t  changed  its  bookkeeping  by 
;  out  credit  losses  and  some  un- 
1  overhead.  It  was  the  first  quar- 
rchandising  loss  in  recent.  Sears 
The  retailing  losses  ate  up  most 
profits  from  insurance  and  real 


estate.  Per-share  earnings  were  just  19 
cents — down  nearly  60%  from  the  first 
quarter  of  last  year. 

Brennan  now  occupies  the  Sears 
Tower  office  directly  across  the  hall  from 
Chairman  and  CEO  Edward  Telling, 
quarters  recently  vacated  by  ex-President 
A.  Dean  Swift,  who  retired  early.  Bren- 
nan is  sitting  in  a  hot  seat.  Ask  Chair- 
man Telling  about  retailing  and  he  re- 
plies, "Ask  Eddie  Brennan  about  that." 
Telling  will  spend  his  remaining  four 
years  in  office  (he's  61)  concentrating  on 
turning  Sears  into  a  holding  company. 
Running  Sears'  861  stores,  its  357,000 
employees,  its  $17.5  billion  in  sales  is  a 
job  for  a  younger  man.  Telling  is  clearly 
tired.  He  won't  be  sorry  to  retire,  he  told 
Forbes:  "I'm  looking  forward  to  it." 

Adoption  of  the  holding  company  con- 
cept by  no  means  indicates  Sears  is  giv- 
ing up  on  retailing;  there's  no  way  it 
could.  What  it  indicates  is  a  realization, 
belated  perhaps,  that  the  company  is  go- 
ing to  have  to  look  elsewhere  if  it  wants 
to  regain  anything  like  its  old  glamour.  A 
proud  company  like  this  comes  to  such  a 
conclusion  only  grudgingly.  But  facts  are 


facts.  Ed  Brennan  is  entitled  to  his  en- 
thusiasm, requires  it  in  fact,  but  top 
management  needs  to  be  hardheaded. 

"We're  a  multi-profit-center  com- 
pany," says  Telling,  clearly  displeased 
with  the  general  conception  of  Sears  as  a 
retailer  with  some  good  sidelines.  To 
help  you  see  Sears  differently  the  com- 
pany recently  changed  the  manner  in 
which  it  reports  its  numbers.  Instead  of 
showing  the  affiliates  as  investments,  it 
now  consolidates  them  into  a  single  bal- 
ance sheet.  Profit  and  loss  is  also  consoli- 
dated now,  although  quite  clear  division- 
al breakdowns  are  given.  Perhaps  to 
make  retailing  look  better,  credit  and 
other  costs — the  company  calls  them 
"unallocated  costs" — are  treated  sepa- 
rately. Henceforth,  says  Telling,  Sears 
will  be  a  parent  company  with  three 
parts — insurance,  real  estate,  retailing — 
each  with  its  own  operating  chief  and 
competing  for  corporate  resources. 

The  reason  is  obvious.  Allstate's  earn- 
ings have  been  growing  an  average  15%  a 
year  for  the  past  six  years.  For  the  past 
two  years  it  has  contributed  over  half  of 
Sears'  earnings  on  less  than  one-third  the 
revenue  volume  of  its  parent.  Last  year 
Allstate  contributed  $461  million,  or 
57%  of  the  company's  profits,  and  its 
revenues  were  $6  billion.  Allstate  is  sec- 
ond only  to  State  Farm  in  auto  insurance. 
Seraco,  put  together  mostly  from  parts  of 
Allstate,  is  a  $367-million-a-year  realty 
and  financial  services  company.  Seraco's 
parts  have  been  growing  even  faster  than 
the  insurance  companies,  about  24%  a 
year  for  the  past  five  years.  Homart,  the 
shopping-center  development  arm  of 
Sears  and  now  a  part  of  Seraco,  is  the 
third-largest  shopping-center  developer 
in  the  country. 

By  contrast,  the  retail  business  has 
never  recovered  from  the  missteps  of  the 
early  Seventies.  Its  earnings  have  been 
declining  since  1973  except  for  small 
gains  in  1975  and  1976.  Last  year  they 
were  only  $281  million,  down  by  one- 
third  from  the  1973  level  and  far  less 
than  Allstate's  contribution.  The  overall 
decline  in  earnings  per  share,  from  $2.86 
in  1978,  to  $2.54  last  year,  was  largely 
due  to  a  drop  in  retail  profits. 

All  this  is  reflected  in  a  new  pecking 
order  in  the  executive  suites.  As  retailing 
boss,  Brennan  is  only  one  among  equals 
with  the  heads  of  insurance  and  financial 
services.  The  heads  of  the  three  compa- 
nies plus  Chief  Financial  Officer  and 
Vice  Chairman  Jack  Kincannon  and  Vice 
President-Corporate  Planning  Philip  Pur- 
cell — a  McKinsey  consultant  who  came 
to  study  the  company  and  stayed — make 
up  a  strategic  planning  committee  that 
will  consider  alternatives  and  make  rec- 
ommendations to  Telling. 

Strategic  planning  clearly  means  new 
directions  for  Sears  and  probably  more 
acquisitions  like  the  ones  into  mortgage 
insurance  and  executive  transfer  ser- 


iising  boss  Brennan 
ngelism  work? 
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vices.  Sears  will  unquestionably  move 
deeper  into  financial  services.  -Witness 
Kincannon's  plan  to  sell  investment 
notes  directly  to  the  public,  bypassing 
the  banks  and  commercial  paper  market, 
a  plan  that  was  postponed  but  not  killed 
by  the  soaring  interest  rates  after  Octo- 
ber 1979. 

But  while  Telling  and  several  of  the  top 
Sears  people  gaze  resolutely  into  the  fu- 
ture, Ed  Brennan  must  deal  firmly  with 
the  present.  He  must  restore  morale  and 
direction  to  a  still-powerful  merchandis- 
ing organization  that  seems  to  have  lost 
its  way.  In  the  early  Seventies  Sears  tried 
to  get  its  customers  to  trade  up  to  more 
expensive  merchandise.  It  woke  up  to 
discover  it  nad  given  much  of  its  mass 
market  away  to  K  mart  and  others.  It 
then  tried  to  compete  with  the  discount- 
ers. The  result  was  a  big  sales  gain  in 
1977  accompanied  by  a  serious  decline  in 
income  and  profit  margins.  Telling  was 
named  chairman  that  year  and  decided 
on  a  back-to-basics  approach.  Sears,  he 
said,  would  reemphasize  value  and  would 
aim  for  mid-America.  The  strategy 
looked  promising  for  the  two  final  quar- 
ters of  1978  but  then  the  company's  de- 
cline resumed. 

One  former  Sears  executive  says: 
"Back  to  basics  is  not  where  retailing  is 
going;  that  is,  to  low-margin  and  to  spe- 
cialty stores."  Another  says  Sears  must 
do  something  dramatic  such  as  acquiring 
a  discounting  or  specialty  outfit  or  both, 
nurturing  them  with  Sears  money.  Yet 
another  former  Sears  man  says,  "Please 
tell  me  who  isn 't  aiming  for  middle  Amer- 
ica. How  does  Sears'  strategy  differ?" 

Meanwhile,  Sears  executives  have 
been  leaving  in  droves.  Norman  Zarkin, 
a  retail  headhunter  with  E.J.  Rhodes  re- 
calls a  time  when  he  couldn't  entice  a 
Sears  man  to  leave.  "Then  one  or  two  left 
and  did  well.  Now  clients  aren't  too  in- 
terested in  Sears  people  because  there  are 
so  many  on  the  market." 

Brennan,  thinking  positively,  sees  his 
job  simply  as  getting  the  organization  to 
do  better  what  it  already  does  well,  in 
getting  buyers  to  generate  better  values 
for  customers,  for  example,  and  in  im- 
proving coordination  and  communica- 
tion between  headquarters  and  the  field, 
between  buyers  and  sellers. 

It  is  clear  from  talks  with  former  Sears 
people  that  field-headquarters  coordina- 
tion is  a  problem.  Ex-merchandisers 
complain  about  Telling's  getting  rid  of  an 
old  Sears  practice  known  as  overbilling. 
The  stores  were  billed  at  a  higher  rate 
than  the  manufacturers  actually  charged 
Sears  and  the  difference  was  recorded  in 
the  buyers'  accounts.  The  buyers  used 
the  money  for  a  variety  of  purposes  such 
as  developing  new  products  or  staging 
promotions.  Telling,  who  remains  unal- 
terably opposed  to  overbilling,  says  that 
it  was  merely  a  way  for  buyers  to  cover 
their  mistakes.  Be  that  as  it  may,  the 


buyers  loved  it.  But  people  who  used  to 
be  in  the  field  are  complaining  too.  They 
say  headquarters  now  dictates  every- 
thing, that  the  autonomy  of  field  execu- 
tives no  longer  exists. 

Can  Brennan  restore  the  old  Sears  spir- 
it? It's  easy  to  smile  at  his  missionary 
zeal,  but  there  is  no  question  about  its 
being  contagious.  After  spending  nearly 
three  hours  with  him  recently,  a  normal- 
ly skeptical  Forbes  reporter  came  away 
convinced  that  he  would  fire  up  the  se- 
nior merchandising  people  who  will  visit 
Chicago  this  August.  Agreeing,  one  for- 
mer Sears  executive  says  Brennan  is 
nothing  short  of  outstanding,  absolutely 
the  best.  But  another  man,  who  now  has 
a  high-level  position  with  a  major  com- 
pany, says  that  Sears  must  have  new 
marketing  strategies  and  that  Brennan  is 
not  likely  to  come  up  with  them.  He 
cites,  for  example,  the  development  of 
Sears'  own  national  brands  as  a  brilliant 


Sears  Chairman  Edward  R  Telling 
Above  the  fray. 

strategy  of  yesteryear.  The  company,  he 
says,  needs  someone  who  can  think  up 
something  like  that — something  that 
will  really  challenge  the  competition. 

While  Ed  Brennan  struggles  with 
Sears'  accumulated  retailing  problems, 
Archie  Boe,  59,  can  bask  in  the  sunshine 
of  his  accomplishments  at  the  huge  All- 
state subsidiary.  But  isn't  the  insurance 
industry,  particularly  the  property/ca- 
sualty business,  headed  for  the  bottom  of 
its  cycle?  Allstate's  chairman  and  CEO 
says  yes,  but  that  Allstate  does  most  of 
its  business  in  auto  insurance,  which 
won't  be  hit  as  hard  as  commercial,  and 
that  he's  already  pushing  for  rate  in- 
creases. "I've  been  burned  once  before," 
he  says.  He  doesn't  want  the  same  thing 
to  happen  again.  Boe  is  referring  to  the 
last  cycle  trough  in  1975,  when  competi- 
tive pressures  kept  him  from  raising 
rates  even  though  costs  had  skyrocketed. 
This  time  around  he  has  already  gotten 
rate  increases  in  about  30  states.  Fore- 


warned is  forearmed. 

Yes,  he  says,  Allstate  will  lose  m 
in  underwriting  this  year  as  it  did  n 
first  quarter,  but  it  will  recoup  oi 
investment  portfolio.  This  is  one 
where  high  interest  rates  helped  r; 
than  hurt.  Boe  thinks  the  worst 
come  in  the  insurance  industry 
next  year  and  he  plans  to  push  ahea« 
try  to  gain  market  share  in  comme 
property/casualty  insurance  when 
competitors  are  in  disarray.  "It  is  go 
says  Boe,  "to  start  businesses  in  a  r 
sion."  He  has  already  recruited  somi 
independent  agents  and  brokers  ai 
ready  to  go. 

Heading  Seraco  is  Preston  Martin 
able  onetime  head  of  the  Federal  b 
Loan  Bank  Board,  organizer  of  the  F 
al  Home  Loan  Mortgage  Corp.  and  t 
ly  founder  of  PMI,  which  Allstal 
nanced.  Unlike  many  in  the  indi. 
Martin  doesn't  think  shopping-mal 
velopment  has  reached  the  satur, 
point.  He  sees  plenty  of  opportuniti 
smaller  cities  such  as  Knoxville, 
He  says  Homart  will  step  up  its  in 
ment  in  shopping  malls  20%  to  40 
the  coming  years  but  will  no  longer ' 
only  where  the  company  wants  to  ] 
Sears  store.  It  will  also  put  more  em 
sis  on  joint  ventures.  "That  will  inc 
our  opportunities,"  says  Martin.  "' 
get  involved  with  the  local  devel 
who  knows  the  area."  The  compa: 
also  interested  in  getting  into  com 
cial  and  industrial-park  developr 
Thus  is  Sears,  the  world's  largest  ret 
consciously  broadening  its  scope. 

A  number  of  securities  analysts  ex 
outrage  at  Sears'  new  consolidated  f: 
cial  reporting.  One  said  it  was  obsci 
tist.  "Mere  window  dressing,"  sm 
another.  But  they  may  be  missing 
point.  The  thought  cometh  before 
act:  By  thinking  of  itself  in  broader  t 
than  retailing,  Sears  is  already  part 
toward  rejuvenation,  toward  a  bette 
velopment  of  its  vast  assets.  But  a  t 
year  or  two  lie  ahead.  Stanley  Iversi 
Duff  &  Phelps,  the  highly  regarded  C 
go  financial  research  house,  is  bullie 
the  stock,  largely  because  of  its  uj 
potential.  But  Iverson  has  cut  his 
earnings  estimate  to  $2.50  from  $ 
Another  analyst,  more  in  the  n 
stream,  guesses  $2.25. 

It's  hard  to  remember  that  as  reo 
as  1975  Sears  was  considered  or 
America's  great  growth  companies 
sold  for  as  high  as  30  times  earnings 
recent  1 7%  it  actually  sold  at  a  disc 
of  26%  from  book  value.  John  Ken 
Galbraith  and  like-thinking  critics  c 
business  like  to  say  that  our  giant  ct 
rations  are  so  powerful  as  to  be  virt 
immune  from  competitive  pressure, 
good  professor  is  as  wrong  as  he  is 
Sears'  recent  experience  shows  tha 
giant  corporation  is  hardly  more  inv 
ble  tKan  the  corner  grocery  store.  ■ 


38 


FORBES.  rULY  21 


How  do  you  handle 
a  million-share  buy-back 
when  everyone  knows 
whols  buying? 

Merrill  Lynch  says, 
with  kid  gloves. 


When  youre  making  a  big 
>pen-market  reacquisition,  you 
lave  to  let  the  public  know. 

And  that  means  the  price  is 
tkely  to  go  up  a  couple  of 
>oints... unless  you  really  know 
vhat  you're  doing. 

One  Merrill  Lynch  client 
vanted  to  buy  back  a  million 
hares  of  stock— 200,000  of  them 
vithin  a  week.  Our  job  was  to 
:eep  him  from  falling  victim  to 
i  lopsided  seller's  market. 

How  did  we  do  it?  With  a 
lelicate  touch.  With  instinct. 
kVith  a  gut  feel  for  the  market, 
ind  a  fine-tuned  sense  of  timing. 

A  trader  has  to  feel  how  the 
tock  will  move.  He  has  to  buy 
ust  before  it  goes  up,  know 
vhen  to  walk  away  from  the 
narket  and  when  to  move  in 
iggressively  again. 

The  Merrill  Lynch  trader 
udged  his  success  by  his  ability 


0  Merrill  Lynch  Pierce  Fcnner  &  Smith  Inc  Member  SIPC. 


A  breed  apart. 

to  beat  the  mean  price  of  each 
market  day,  and  75  percent  of 
the  time  he  did  it.  He  was  able  to 
buy  back  the  first  200,000 
shares  within  a  half-point  price 
range,  and  he  executed  the 
whole  order  so  successfully  that  a 
few  months  later  the  company 
decided  to  repurchase  another 
million  shares,  with  Merrill 


Lynch  as  the  exclusive  broker. 

Now,  the  surprising  thing 
isn't  that  this  company  came  to 
Merrill  Lynch  for  the  execution 
of  a  particularly  sensitive  block 
trade.  It's  that  they  came  to  us 
even  though  Merrill  Lynch  was 
not  their  traditional  investment 
banker.  And  once  they  saw  what 
we  could  do,  they  sought  our 
services  again. 

Which  just  goes  to  show:  in 
executing  block  trades,  Merrill 
Lynch  is  a  breed  apart. 

Next  time  you  have  a  sensi- 
tive trade  in  mind— one  that  calls 
for  a  delicate  hand  and  a  superla- 
tive feel  for  the  market— think  of 
Merrill  Lynch. 

For  more  information,  write 
to  James  R.  Ridgway,  Merrill 
Lynch  White  Weld  Capital  Mar- 
kets Group,  One  Liberty  Plaza, 
New  York,  N.Y.  10080. 

Merrill  Lynch 

Merrill  Lynch  White  Weld  Capital  Markets  Group 


WHEN  TWENTIETH  CENTURY-FOX  RELEASED  STAR  WARS, 
FIRST  OF  BOSTON  GOT  RAVE  REVIEWS. 


The  excitement  surrounding  Star  Wars 
wasn't  simply  that  it  was  the  biggest  box  office 
hit  in  history.  The  movie  was  also  a  smash 
with  investors.  And  that  created  a  unique 
challenge  for  First  of  Boston's  Stock 
Transfer  Department. 

Twentieth  Century-Fox  was  already 
among  our  most  active  clients.  But  now 
the  trading  activity  was  unprecedented - 
up  almost  1000%  overnight.  That  would 
have  strained  a  transfer  agent  not  prepared 
for  it. 

But  we  were  prepared.  As  one  of  the 
largest  stock  transfer  agents  in  the  nation, 
our  system  responded  to  the  tremendous 
load  without  a  hitch.  And  we  were  also 
able  to  design  and  issue  two  special  divi- 
dend payments  on  short  notice. 

There  are  times  when  great  success 
can  present  surprising  problems.  Not  for 
us.  We  helped  Twentieth  Century-Fox  really 
shine.  That's  what  we  did  for  them.  Now, 
what  can  we  do  for  you?  To  find  out,  call 
Dan  Fahey,  Vice  President,  at  (617)  929-6573. 

(Outside  area  code  617,  call  1-800-225-9934,  toll  free.) 


FIRST  of 
BOSTON  ^ 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 

E  DONE  IT.  WE  CAN  DO  IT  FOR  YOU 


3road  lost  interest  in  the  company  he  built 
'  it  went  downhill.  Can  an  outsider  with  a 
*h  track  record  get  it  moving  again? 


Second  chance  at 
Kaufman  &  Broad 


By  William  Harris 


nford  C.  Sigoloff  built  his  repu- 
ition  by  mass  firings  and  liquida- 
ons.  In  popular  parlance,  he's  a 
t  man.  But  now  he  has  a  chance  to 
lat  he  can  build  as  well  as  slash  at 
in  &  Broad,  the  Los  Angeles 
milding  and  insurance  company 
ueen  brought  in  to  fix.  Sigoloff,  49, 
>us  for  fixing  sick  southern  Cali- 
:ompanies  by  ungentle  methods, 
why  Chairman  Eli  Broad  (rhymes 
ad),  47,  who  cofounded  K&B  back 
7  in  Detroit,  gave  him  the  job  of 
airman  and  chief  operating  officer 
t. 

•71  Sigoloff  took  over  as  CEO  at 
ic  Corp.,  a  grab-bag  conglomerate 
d  been  built  on  the  detritus  of  an 
)vie  company.  By  1973  he  had 
d  off  40  operating  units  and  pulled 
npany  out  of  insolvency.  The  fol- 
year  he  went  to  work  for  another 
mterprise,  Daylin,  Inc.,  the  dis- 
retailer  and  health-care  products 
In  18  months  he  fired  half  its 
employees,  bailed  it  out  of  its 
an  manufacturing  and  distribu- 
srations  and  unloaded  120  unprof- 
discount  drug  and  auto-parts 
When  Daylin  came  out  of  Chap- 
n  1976,  it  was  quickly  snapped  up 
.  Grace. 

off  is  the  third  person  to  head  up 
ons  at  K&B  in  five  years.  Broad 
>ed  his  two  predecessors  because 
uldn't  get  the  juices  flowing  again 
Lethargic  company.  All  they  sue- 
in  doing  was  to  shrink  K&B  from 
the  nation's — maybe  even  the 
— biggest  home  builders  into  a 
igional  operator  with  a  life  insur- 
lbsidiary.  Still  it's  a  big  company 
venues  last  year  of  $500  million 
nty  of  assets. 

it  a  sense  of  K&B's  condition  you 
have  to  look  past  the  $1.66-a- 
he  company  earned  in  1979.  That 
pposedly  a  "record"  showing,  but 


it  was  mostly  done  with  accounting 
tricks — extraordinary  gains,  buying  in  by 
the  company  of  its  shares,  that  sort  of 
thing.  Actual  operating  earnings  growth 
last  year  was  a  pallid  3%.  A  good  60%  of 
the  pretax  net  came  from  K&B's  life  in- 
surance subsidiary;  home-building  was 
only  marginally  profitable.  A  typical 
K&B  tract  house  now  goes  for  $68,000 
and  nets  an  average  5%,  while  competi- 
tive builders  are  taking  out  10%. 
Sigoloff  leaves  no  doubt  about  his  in- 


Eli  Broad  legend  was  shattered. 

That  year  K&B  recorded  a  staggering 
$29  million  loss,  made  of  unsold  tract 
houses,  costly  undeveloped  land  and  the 
kind  of  sloppy  management  that  comes 
from  thinking  you  can  walk  on  water. 
"We  thought  we  could  do  no  wrong  and 
would  grow  forever,"  Broad  recalls. 
Broad  was  so  confident,  he  relinquished 
active  management  and  was  off  raising 
money  for  charities  and  education.  But 
he  came  sprinting  back  to  salvage  his 
company  and  his  13%  stock  holding.  He 
managed  to  wipe  out  the  losses  by  ban- 
ning speculative  building,  leaving  unprof- 
itable housing  markets  and  building 
K&B's  insurance  arm.  But  he  couldn't 
restore  the  glitter.  K&B  stock  sells  at  a 
substantial  discount  from  book  value. 

So,  what  is  Sigoloff 's  program?  He  cer- 
tainly isn't  planning  to  leave  housing. 
"The  company  has  a  history  and  a  pride 
in  being  an  innovative  home  builder," 
exclaims  the  handsome  vice  chairman. 
"You'll  see  a  rebirth  in  this  company  to 
be  the  best,  not  the  biggest."  He  has 
relaxed  Broad's  rule  about  building  only 
presold  houses,  he  is  activating  tract  de- 
velopments that  were  closed  down  half- 
finished  and  he  is  otherwise  sounding  as 
if  he  wants  to  stick  K&B's  neck  into 
some  risk-taking. 

Noting  that  the  severe  drop  in  interest 


K&B  Chairman  Eli  Broad  (  left)  and  Vice  Chairman  Sanford  Sigoloff 
"You'U.  see  a  rebirth  in  this  company."  


tentions:  "Quite  frankly,  if  K&B  is  going 
to  make  it  into  the  $1  billion-plus  class, 
it's  going  to  make  it  with  a  different 
management  style,  a  different  approach 
to  planning  and  resource  allocation." 

For  17  years  Broad's  expansionist  ap- 
proach carried  the  company  into  13  ma- 
jor home-building  markets.  K&B  pro- 
duced uninterrupted  sales  and  earnings 
growth  and  was  much  loved  by  securities 
analysts,  who  helped  get  its  stock  to  as 
high  as  55  times  earnings  in  the  early 
Seventies.  In  1971  K&B  acquired  Sun 
Life  Insurance  to  smooth  over  cyclical 
swings.  That  looked  like  yet  another 
smart  move.  But  when  the  big  1974  re- 
cession struck  the  housing  industry,  the 


rates  in  recent  weeks  has  begun  to  cause 
the  housing  market  to  stir  again,  Sigoloff 
is  getting  ready  for  a  big  push  in  K&B's 
basic  business.  The  company  has  a  new 
marketing  campaign  based  on  a  "home 
owner's  counseling"  program  that  tells 
prospects  how  long  K&B  has  been  in  the 
business  and  how  much  it  knows  about 
home-building.  At  the  same  time,  K&B 
is  still  retrenching  from  its  aggressive 
expansion  of  the  Sixties  and  early  Seven- 
ties by  closing  out  its  Chicago  operation. 
That  leaves  four  major  markets,  two  in 
California  and  two  in  Europe. 

Housing  aside,  K&B  has  long  been  in- 
terested in  acquiring  a  savings  and  loan, 
giving  it  the  potential  of  building  homes 
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HowWestinghouse  helped 

one  of  the  world's  largest  papermakers 

Increase  productivity  50  percent. 

At  St.  Regis  Paper  Company's  plant  in  Bucksport, 
Maine,  a  50-year-old  papermaking  machine  is  now 
producing  50  percent  more  saleable  paper  than  it 
did  when  new. 

Westinghouse  motors  and  controls,  integral 
parts  of  the  original  installation,  have  been 
upgraded  to  help  the  machine  run  faster  and  more 
efficiently.  Rebuilding  the  drives  with  the 
latest  Westinghouse  equipment  increased  speed 
from  1,150  to  2,000  feet  per  minute  and  output 
by  100  tons  a  day. 

But  our  contribution  to  St.  Regis  Paper's  productivity 
doesn't  end  there.  In  a  recent  expansion  program 
at  this  same  plant,  they  installed  the  world's  largest, 
fastest  machine  for  manufacturing  lightweight 
coated  paper.  St.  Regis  engineers  specified 
Westinghouse  motors  and  controls. 

This  new  machine  increases  plant  production 
capacity  65  percent,  producing  150,000  tons  a 
year.  It  runs  at  3,000  feet  per  minute,  day  and  night 
-year  round.  Its  Westinghouse  motors  and  controls 
respond  instantly  to  variations  in  load  to  help  provide 
the  critical  uniformity  required  in  this,  one  of 
the  most  precise  of  process  industries. 

There  are  hundreds  of  thousands  of  motors  and 
controls  at  the  heart  of  American  industry.  Upgrading 
them  can  be  a  good  way  to  increase  productivity. 
Whether  you  need  to  upgrade  current  machinery, 
or  install  the  latest  equipment,  Westinghouse 
can  help  you  do  the  job. 

Westinghouse 

A  powerful  part  of  your  life. 


GRAND  AWARD. 
THE  ONLY  12  YEAR  OLD 
CANADIAN  WHISKY 


©1980  GRAND  AWARD-12  Years  Old.  90.4  Proof.  Imported  in  the 
bottle  from  Canada  by  Hiram  Walker  Importers,  Inc.,  Detroit.  Mich.  Blended  Canadian  Whisky. 


SIX  EASY  WAYS 
TO  TRADE  WITH 

HONG  KONG 


There  can't  be  many  businessmen  anywhere  who  haven't  heard 
of  Hong  Kong.  And  if  you've  read  this  far,  you  are  more  than  a  llrtle  interested  in  what 
Hong  Kong  can  offer  you.  To  most  businessmen  time  means  money  and  a  10,000  mile 
business  trip  to  Hong  Kong  is  a  long  way  to  come  without  the  right  business  connections. 
The  Hong  Kong  Trade  Development  Council  is  a  semi-Government  body,  with  offices  in 
22  major  markets  world-wide  —  six  of  these  are  located  in  North,  Central  and  South 
America.  These  offices  con  provide  you  with  a  wealth  of  information  and  perhaps  more 
importantly,  the  H.K.T.D.C.  can  put  you  in  touch  with  any 
one  of  22,000  manufacturers  of  exporters  in  Hong  Kong. 
During  the  next  12  months  the  H.K.T.D.C.  will  be  partici- 
pating in  major  trade  fairs  and  mounting  over  34 
specialized  product  displays  in  the  region,  offering  you 
the  opportunity  to  see  a  wide  range  of  high  quality, - 
competitively  priced  products.  The 
H.K.T.D.C.  offices  in  New  York,  Los 
Angeles,  Chicago,  Dallas,  Toronto  and 
Panama  City  can  be  considered  as  your 
business  contact  with  Hong  Kong.  The 
service  is  free  —  the  opportunities  unlimited. 


HONG  KONG  TRADE 
DEVELOPMENT  COUNCIL 

i548  Fifth  Avenue,  New  York,  N.Y.  10036, 
'U.S.A.  Tel:  212-582-6610, 

I  Cable:  HONGTR ADS  NEW  YORK'  Telex:  710  581  6302  HKTDC  NYK  ^ 
Offices  in:  Chicago,  Dallas,  Los  Angeles,  Toronto,  Panama 


with  one  hand  and  supplying  the  i| 
gage  money  with  the  other.  Last  mj| 
the  company  tendered  for  24.9%  oi 
caync  Federal  of  Miami,  the  fas 
growing  S&L  in  the  U.S.,  at  $35  a  si 
If  the  deal  works,  K&B  could  4 
24.9%  of  Biscayne's  earnings  ($6  mi 
last  year)  on  its  own  earnings  re 
Success  isn't  guaranteed  for  the  t 
which  expires  July  21;  in  fact,  KtxB 
the  nibbling  investment  approach] 
two  insurance  firms  over  the  past 
and  a  half.  Both  companies,  woi 
about  a  takeover  attempt,  bought 
their  shares,  giving  K&B  a  pretax  p 
of  over  $1 1  million.  And  that's  real  1 
ey,  not  equity  earnings. 

Sigoloff  doesn't  have  forever  to 
the  building  operation  around.  The 
ers  are  already  beginning  to  lurk.  In  / 
the  Belzberg  brothers,  the  Canadian) 
estate  promoters  (Forbes,  May  14,  l\ 
who  briefly  vied  with  the  Hunt  broil 
over  Bache,  bought  6.7%  of  kJ 
shares.  A  couple  of  years  ago,  corpo 


K8lB  has  been  interested 
acquiring  an  S&L,  giving 
the  potential  to  build  hor 
and  supply  mortgage  monei 


raider  Victor  Posner  bought  5.3% 
Broad  quickly  bought  him  out  for  9 
share,    reportedly    40%    above  i 
Posner  had  paid. 

Another  housing  boom,  the  onei 
industry  is  projecting  for  next  sp| 
may  push  K&B's  revenues,  marginsi 
recent  $9  stock  price  to  the  point  wi 
Eh  Broad  can  once  again  reduce  hist 
and  devote  himself  to  his  own  art  col) 
ing — including  works  by  Mark  Rol 
and  Frank  Stella — and  fundraising  foi 
proposed  Los  Angeles  modern  art  m 
um,  of  which  he  is  board  chairr 
While  Broad  collects  canvases,  Sigi 
collects  machines,  like  Porsches 
19th-century  French  clocks.  Says  5j 
loff:  "I  enioy  19th-century  clocksi 
cause  I  admire  what  craftsmen  can 
under  adverse  circumstances." 

Like  a  fine  clock,  a  business,  Sig< 
feels,  is  a  coordinated  whole  made  up 
large  number  of  small  parts.  "One  mj 
money  in  home-building,"  he  expa 
lates,  "by  paying  attention  to  detail; 
and  every  detail  counts,  like  land  n 
agement,  building  materials  and  ene 
saving  technologies.  He  is  busilv  lool 
for  cost-cutting  ideas  used  abroad,  a 
cially  in  Japan.  If  Sigoloff  can't  get  K} 
man  &  Broad  ticking  properly  again, 
only  a  matter  of  time  before  some 
comes  along  and  disassembles  it  foi 
valuable  parts — cash,  land  and  insurs 
subsidiary.  In  that  sense  the  so 
holders  probably  can't  lose.  But  Sigc 
can:  He's  the  kind  of  man  who  doe 
like  to  fail.  ■ 
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new  synthetic  fuels  corporation  will  be  a 
anza  for  industry,  but  some  big  gainers 
not  be  oil — or  even  energy — companies. 


Picking  the 
synfuels  winners 


By  Carol  E.  Curtis 


E  STOCK  OF  STAID  OLD  Stone  & 

Webster  Inc.  is  kicking  up  its  heels 
s  if  the  company  had  hit  an  oil 

The  engineering  firm  is  trading 
ighest  level  in  two  years — despite 

that  its  big  customers,  the  utili- 
:  in  a  deep  slump, 
t,  Stone  &.  Webster  has  struck  an 
bonanza.  That  is  the  $20  billion 
ic-fuels  corporation  President 
signed  into  law  on  June  30.  For 
t  time,  the  President  and  Con- 
ave  agreed  on  a  real  program  to 
Tithetic  fuels  from  coal  past  the 
stage. 

:  it  will  be  years  before  commer- 
nts  begin  to  spew  out  oil  and  gas 
al,  the  corporation  is  an  opportu- 
more  than  just  the  coal  and  oil 
ies.  Firms  that  will  do  the  archi- 
engineering  work  on  synthetic- 
ants  could  be  bigger  gainers  than 
ipanies  as  synfuels  roll  into  the 
ction  stage. 

;  is  an  important  distinction  be- 
:he  role  companies  like  Stone  & 
r  will  play  in  the  projects  and  the 
the  project  sponsors  and  their 
partners.  The  sponsor  of  a  plant 
seller  of  its  product  share  the  risk 
as  the  reward.  They  could  sustain 
osses  in  the  event  a  process  does 
irk — or  is  delayed  and  exceeds 
1  costs. 

:e  companies  have  no  such  prob- 
It  is  all  reward  and  very  little 
ays  an  analyst  who  follows  the 
ring  industry.  "You  cannot  build 
without  them.  People  arc  excited 
hese  engineering  companies  in  a 
y." 

&  Webster  is  identified  as  the 
it/engineer  on  no  fewer  than  9  of 
fuels  projects  now  at  the  feasibil- 
y  stage.  Fluor,  a  competitor,  is 
d  in  12  of  the  projects.  Combus- 
jirieering,  which  has  been  hurt  by 
np  in  nuclear-plant  construction, 


signed  on  as  the  engineer  for  the  Ameri- 
can Natural  Resources  plant.  That  proj- 
ect is  likely  to  be  the  first  to  operate 
commercially  CE  is  also  involved  in  8 
other  projects.  Other  engineering  firms 
revving  up  for  synfuels  activity  include 
Bechtel,  Foster  Wheeler  and  Ralph  M. 
Parsons. 

All  of  the  projects  Stone  &  Webster  is 
involved  in  are  awaiting  Department  of 


Brodfeld  of  Stone  &  Webster 

Making  out  better  than  the  client? 

Energy  funding.  Says  Bruno  Brodfeld, 
vice  president  and  engineering  manager 
at  Stone  &  Webster  Engineering  Corp., 
"Our  company  stands  to  gain  big."  The 
DOE  is  about  to  announce  how  it  will 
carve  up  the  first  installment  of  the  mon- 
ey slated  for  feasibility  studies. 

If  the  government  dollars  are  big,  it  is 
because  the  goal  is  ambitious.  The  new 
law  sets  a  target  of  500,000  barrels  (oil 
equivalent)  of  synthetic  fuels  daily  by 
1987,  and  2  million  barrels  by  1992.  For 
the  goal  to  be  met,  at  least  20  commer- 
cial plants  producing  coal-derived  syn- 
fuels will  have  to  be  off  the  drawing 


board  and  in  construction  over  the  next 
five  years. 

In  order  to  help  reach  the  target,  a 
smorgasbord  of  financial  incentives  is 
being  spread  before  private  industry. 
Over  the  next  three  months,  the  DOE  is 
making  commitments  for  $2.2  billion  of 
the  total.  Some  $200  million  is  ear- 
marked for  feasibility  studies  and  co- 
operative agreements;  $1 .5  billion  will  be 
set  aside  for  price  guarantees  and  pur- 
chase commitments;  and  $500  million 
will  be  put  into  a  reserve  for  $1.5  billion 
in  loan  guarantees. 

In  fiscal  1981  the  groaning  board  will 
grow  by  at  least  $3  billion.  The  remain- 
ing $15  billion  or  so,  which  includes  $1 
billion  set  aside  for  conservation  efforts 
and  solar  development,  will  be  doled  out 
by  the  end  of  1984.  "We  are  accelerating 
what  the  free  market  would  do  on  its 
own,"  says  a  spokesman  for  the  DOE. 

After  years  of  dragging  its  heels,  pri- 
vate industry  is  also  beginning  to 
move — even  without  government  help. 
"We  are  not  looking  for  that  type  of 
help,"  says  George  Smith,  a  development 
engineer  with  Conoco  Coal  Develop- 
ment Co.  Conoco,  the  nation's  ninth- 
largest  oil  company,  has  one  of  the  most 
ambitious  synfuels  programs. 

Ditto,  giant  Exxon.  "The  price  [of  oil] 
has  now  got  to  the  point  where  synthet- 
ics are  practical,"  says  Senior  Vice  Presi- 
dent Jack  Bennett.  "The  economic  in- 
centives are  there."  Exxon's  most  ambi- 
tious project  is  a  $4  billion  coal 
gasification  plant  in  east  Texas  using  lig- 
nite as  a  feedstock.  The  company  plans 
to  finance  the  entire  plant  itself. 

For  most  companies,  however,  the 
prospect  of  financing  a  plant  that  size  is 
possible  only  as  a  joint  venture  involving 
other  companies  and  the  government.  So 
many  of  the  most  promising  projects  are 
complex  arrangements  involving  as 
many  as  nine  partners.  It  is  primarily 
these  groups  that  the  new  synthetic  fuels 
corporation  will  underwrite. 

The  showpiece  consortium  so  far,  and 
the  one  nearest  to  actual  groundbreak- 
ing, is  headed  by  American  Natural  Re- 
sources, a  Detroit-based  energy  com- 
pany. ANR  has  been  working  on  its  coal 
gasification  plant  since  1973,  but  has 
been  delayed  by  congressional  waffling 
over  synfuels  funding.  Even  as  a  consor- 
tium, the  group  was  unable  to  arrange 
financing  for  the  $1.5  billion  plant.  So  it 
asked  the  Federal  Energy  Regulatory 
Commission  to  provide  guarantees  but 
not  with  government  money;  if  the  plant 
fails,  gas  customers  will  get  a  surcharge 
to  cover  the  debt. 

The  controversial  arrangement  has 
produced  a  lawsuit  from  gas  consumers, 
including  huge  gas-user  General  Motors. 
Even  so,  ANR  officials  believe  they  will 
have  the  plant  finished  by  1984. 

Next  in  the  running  may  be  the  con- 
sortium headed  by  Ashland  Oil,  with  a 
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Ahead  in  helping  to  mine  coal 

This  giant  front-loader  was  a  challenge  even  to 
Goodyear,  the  American  leader  in  earthmover  tires. 
It  can  gobble  up  36  tons  in  one  scoop.  To  carry  the 
load,  we  built  the  world's  most  massive  tires.  They're 
over  1 1  feet  tall,  51/2  feet  wide,  and  they  weigh  12,500 
pounds.  Price:  $60,000  per  tire.  But  with  coal  produc- 
tion rising,  they're  selling  well. 


Ahead  in  service 

Goodyear  has  over  1.350  service  stores  across  the! 
country  that  offer  full-line  professional  car  service-i 
from  alignments  to  tuneups,  from  wheel  balancing  t 
mufflers.  And  Goodyear  was  the  first  company  to 
back  this  service  with  a  nationwide  limited  warranty) 
good  for  at  least  90  days  or  3,000  miles.  If  warranty, 
work  is  ever  required,  and  you're  more  than  50  mile 
from  the  store  that  did  the  work,  go  to  any  Goodyea 
Service  Store  nationwide,  and  they'll  fix  it  free. 


Arriva.®  —The  Goodyear  Tire  &  Rubber  Company 


noves  out  front; 
tut  ahead 


Jiead  with  lighter  brakes 

it  is  the  enemy  of  flight,  so  aircraft  designers  go 
it  of  trouble  to  save  ounces.  The  Goodyear 
n  brakes  on  the  F-16  save  more  than  50  pounds 
:cnventional  steel-disk  brakes.  Goodyear  also 
ies  the  F-16's  tires,  wheels,  anti-skid  controls 
ie  "brake-by-wire"  system,  which  transmits 
Is  electronically  from  brake  pedals  to  brake 
dI  valves,  eliminating  hydro-mechanical 
ies.  This  system  is  the  first  of  its  kind  on  any 
)roduction  aircraft. 


Ahead  in  easy  rolling 

After  extensive  developmental  testing— on  dyna- 
mometer, road  and  test  track— the  Goodyear  Arriva 
is  now  on  the  market.  It's  engineered  for  the  fuel- 
economy  needs  of  the  1980  s.  With  a  special  easy- 
rolling  tread  rubber.  And  a  high-pressure  shape  that 
you  can  inflate  to  35  psi— which  cuts  rolling  resis- 
tance still  more.  It  also  has  an  aggressive  tread  de- 
sign for  all-season  capability.  The  Arriva  is  the  latest 
reason  why  more  people  ride  on  Goodyear  tires 
than  on  any  other  kind. 


GOOD/YEAR 
Out  front.  Pulling  away. 


$2.2  billion  plant  that  will  produce  a  slate 
of  products  similar  to  those  leaving  an  oil 
refinery.  The  technology,  a  proprietary 
process  developed  by  Dynalectron  Corp., 
is  known  as  "H-coal."  Ashland  is  still 
assessing  the  financial  and  technical 
risks  of  the  project,  but  an  executive- 
says:  "The  new  federal  corporation  is  a 
major  step." 

However,  not  everybody  is  raising  a 
glass  to  the  new  federal  program. 

Mobil,  for  example,  has  been  working 
since  1974  on  a  unique  process  for  con- 
verting coal  to  methanol  to  gasoline.  Hut 
the  company  has  chosen  New  Zealand, 
and  not  the  U.S.,  as  the  site  for  its  lirst 
commercial  plant.  "New  Zealand  has 


made  a  national  decision  it  wants  to  do 
this,"  says  Joe  E.  Penick,  president  of 
Mobil  Research  &  Development  Corp.  In 
the  U.S.,  he  says,  "we  still  don't  have  a 
dedicated,  step-by-step  approach." 

Mobil  and  other  developers  are  wor- 
ried about  some  environmental  question 
marks.  Problems  with  water  availability 
and  pollution  could  hold  back  the  huge 
plants  the  same  way  construction  of  nu- 
clear power  plants  is  bogged  down.  Part 
of  the  regulatory  thicket  may  be  cleared 
by  the  proposed  Energy  Mobilization 
Board,  specifically  designed  to  cut 
through  red  tape.  But  companies  such  as 
Exxon  are  still  apprehensive  that  their 
large  investments  could  be  made  uneco- 


nomic by  the  regulatory  changes. 

Another    persistent  uncertainty 
price.  While  some  synthetic  fuels  r. 
ects  may  be  economic  at  today's  oil  p 
of  $32  a  barrel,  what  happens  in 
event  that  oil  prices  drop? 

So,  there  are  problems,  but  it  sei 
incredible  that  the  U.S.,  rich  in  coal 
shale,  would  blow  this  opportunity 
break  the  shackles  that  OPEC  has 
posed  both  upon  our  economy  and  u 
our  foreign  policy.  "Once  we  have 
million-to-3-million-barrcl-a-day  caj 
ity  we  can  put  a  cap  on  world  oil  prici 
says  a  DOE  official.  "We've  been  gi 
the  signal,"  says  Conoco's  Smith,  "ij 
go  get  'em."  ■ 


Ten  entries  in  the  synf  uels  sweepstakes 


How  far  and  how  fast  a  company  will  get  in  the  synfuels  business  now  getting 
started  in  earnest  will  depend  on  the  technical  expertise,  financial  strength  and 
management  skill  it  can  bring  to  bear.  Below,  Forbes  summarizes  companies 
and  projects  that  appear  to  be  in  strong  positions  relative  to  others  as  the  race 
begins.  These  are  huge  undertakings  with  high  risk  at  every  step. 
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consortium 
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completion 

completion 

oil  ban 
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members 
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product(s) 

date  and  cost 

date  and  cost 

equivaii 

American 

People's  Energy  Corp., 

Coal  gasification 

Pipeline 

none 

1984 

S40 

Natural 

Tenneco,  Transco, 

(Lurgi) 

quality 

planned 

$1 .5  billion 

Resources 

Columbia  Gas  System 

gas 

Ashland  Oil  Electric  Power  Research 

Institute,  Standard  Oil 
of  Indiana,  Mobil,  Conoco, 
State  of  Kentucky 


Coal  gasification 
(H-coal) 


Propane,  butane,  none 
gasoline  components,  planned 
distillate  fuel  oil 


1987 

S2.2  billion 
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Conoco 


Consolidated  Natural  Gas, 
Electric  Power  Research 
Institute,  Gulf  Science 
&.  Technology,  Sun  Gas, 
Tenneco,  Transcontinental 
Gas  Pipeline,  Natural  Gas 
Pipeline,  Texas  Eastern 
Transmission 


Coal  gasification 
(Lurgi) 


Pipeline 
quality 

gas 


1985 

$927  million 


1988 
cost 

undisclosed 


Exxon 


Coal  gasification 
(Lurgi) 


Medium 
Btu  gas 


none 
planned 


1987 

$4  billion 


nq 
disclfl 


WR  Grace 

none 

Texaco  gasifier 
plus  Mobil  methanol 
to-gasohne  process 

Gasoline 

none 
planned 

1986 

$3  billion 

nol 
avail; 

Gulf 

none 

Solvent  refined 
coal  (SRC) 

Liquid  and 
gas  fuels 

1984 

$1 .4  billion 

none  yet 
planned 

35 

Mobil 

none 

Methanol-to- 
gasoline  (MTG) 

Gasoline 

1985,  cost 
undisclosed 

1990 

$3  to  $4  billion 

50 

Mountain  Fuel 
Resources 

Conoco,  Pacific  Gas  & 
Electric,  Southern 
California  Edison 

Coal  gasification 
(Lurgi) 

Pipeline 
quality 

gas 

1985 

S250  million 

1987 

S2  billion 

33 

Royal  Dutch/ 
Shell 

Koppers 

Coal  gasification 

Pipeline 
quality  gas 

1985 

$150  million 

none  yet 
planned 

28 

Texaco 

Houston  Natural  Gas 

Texaco  coal 
gasification 
process 

Medium 
Btu  gas 

1983 

$300  million 

1987 

SI  billion 

no 
availi 

48 
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low  to  cut  travel  costs  without  cutting  travel. 


In  a  time  when  cutting  travel  could 
i  you  more  than  it  saves,  Beech  has  some 
11  designed  alternatives. 

Business  airplanes. 

Granted,  an  airplane  is  a  major  invest- 
;nt.  But  we've  put  together  some  answers 
it  can  show  you  how  a  Beechcraft 
npany  plane  can  cost  you  less  than  you're 
ending  now  on  air  travel. 

And  let  you  travel  more  in  the  bargain. 

Utopia?  Not  exactly.  More  like  simple 
iciency.  Flying  on  your  own  schedule  can 
^  you  hours  at  the  least,  days  at  best, 
d  two,  or  more,  can  fly  as  cheaply  as  one. 

It  takes  a  certain  aggressiveness  to 
m  consider  your  first  company  plane.  But, 
rou  weren't  looking  for  answers,  you 
uldn't  be  reading  this.  And  a  Beechcraft 


company  plane  might  just  answer  more 
questions  than  you're  asking. 

I  .  1 

Send  for  your  free  Management  Guide 

to  Business  Aviation  in  the  '80's  and  put 
the  business  back  in  business  travel. 

Write  us  on  your  company  letterhead, 
and  we'll  send  you  everything  you  need 
to  decide  whether  your  company  can 
profitably  use  a  Beechcraft.  And  which 
Beechcraft  suits  you  best.  Write  to: 
Beech  Aircraft  Corporation,  Dept.  K6, 
Wichita,  Kansas  67201,  and  please 
mention  if  you're  a  pilot.  If 
you'd  rather  call,  call  collect 
and  ask  for  Dick  Schowalter,  Jr. 
(316)  681-7072. 

♦5  Member  of  General  Aviation  Manufacturers  Associati 


The  Beechcraft  jetprop  King  A  ir  F90.  An  810  seat  executive  aircraft  that  can  take 
busy  people  where  they're  going  at  over  300  mph.  Pressurized  for  maximum  comfort. 


Now  Raytheon  electronics  help  the  captain  and  the  cook,  to 


Sunset . . .  and  the  end  of  another  perfect  day  on 
the  water.  Now  it's  back  to  the  marina,  with  a 
helping  hand  from  Raytheon  electronics  on  the 
bridge  and,  surprisingly,  in  the  galley,  too. 

For  nearly  25  years  boat  owners  have  been 
using  Raytheon  radars,  depth  sounders,  and  radio- 
telephones for  safe  navigation  and  dependable 
communications.  More  recently,  another  elec- 
tronic product  has  been  finding  its  way  aboard 
many  boats.  It's  the  Radarange "  microwave  oven 
from  Amana,  a  Raytheon  company. 


Now  many  seagoing  chefs  enjoy  the  same 
speed  and  efficiency  of  electronic  cooking  that 
they— and  millions  of  others— have  come  to  re| 
on  in  their  kitchens  on  shore. 

We  do,  indeed,  live  in  an  electronic  world 
And  Raytheon  is  strongly  positioned  to  meet  th 
growing  need  for  electronic  products. 

Data  processing  and  word  processing  syste 
from  Raytheon,  for  example,  are  bringing  the 
electronic  office  of  the  future  that  much  closer; 
to  reality. 


Raytheon  microwave  heating  systems  speed 
k.  food  processing.  Lasers  cut  and  weld  preci- 
1  parts.  X-ray  systems  and  nuclear  cameras  aid 
Jical  diagnosis.  And  Raytheon  tubes,  semi- 
ductors,  and  other  electronic  components  are 
d  in  products  ranging  from  heart  pacemakers 
pace  satellites. 

Ours  is  a  future  that  will  depend  heavily  on 
:tronic  technology.  That's  why  a  significant 
re  of  the  business  at  Raytheon  continues  to  be 
ironies. 


Raytheon ...  a  $4.3  billion  company  in  elec- 
tronics, aviation,  appliances,  energy,  construction, 
and  publishing.  For  copies  of  our  latest  financial 
reports,  please  write  Raytheon  Company,  Public 
Relations,  141  Spring  Street,  Lexington, 
Massachusetts  02173. 


Use  this  card.  It's  the 
easiest  way  to  use  me 


If  you're  on  the  move  in  business,  use  me,  your  public  phone,  as  your  branch  office. 
And  I'm  even  easier  to  use,  with  a  Bell  Credit  Card.  It's  as  fast  to  use  as  giving  the  operator 
your  card  number.  You  get  a  monthly  record  of  your  calls,  too. 
Airports,  hotels,  motels.  Wherever  your  business  takes  you,  use  your  Bell  Credit  Card. 
To  apply  for  it,  just  call  your  Bell  Business  Office. 
The  Bell  Credit  Card  is  the  key  to  your  branch  office. 


I'm  your  branch  office. 


Bell  System 


&  Western  has  occasionally  done  all 
playing  the  market.  Does  that  make  Gen- 
Tire,  its  latest  enthusiasm,  a  good  buy? 

What's  Charlie 
up  to? 

\rles  Bluhdorn,  the  volatile, 
manding  chairman  of  Gulf  & 
'estern  Industries,  can't  abide 
1.  Often  as  not,  that  means  put- 

0  work  in  the  stock  market.  In 

1  succession  so  far  this  year, 
i  has  picked  up  7.5%  of  Burling- 
stries,  7.2%  of  Cummins  Engine 
under  10%  of  General  Tire.  Gen- 
:  has  got  deep  troubles.  Burling- 

Cummins  are  not  exactly  the 

names  to  make  the  hearts  of 
t"  investors  race  faster,  either, 
's  all  part  of  the  Bluhdorn  strate- 
W  tends  to  invest  in  depressed 
'here  it  sees  better  values  com- 
/s  Harry  M.  Allen,  an  assistant 
sident  of  Merrill  Lynch.  "They 

multiples  and  they  like  to  get 
leap."  Charlie  Bluhdorn,  meet 
ham. 

3m,  of  course,  makes  mistakes, 
everybody  else.  G&W  reported  a 
oss  of  $2.8  million  last  year  on  a 

valued  at  $131  million,  and  a 
J3.9  million  the  year  before  on 
ents  of  $91  million.  So  far  this 
seems  to  have  dropped  a 
amount  of  money  on  a  quick 
ind  out  of  1.6  million  shares  of 
1,  another  troubled  name  that  on 
m  turned  out  to  be  another  mis- 
i  the  other  hand,  thus  far  this 
hdorn  has  picked  up  a  $4  million 
l  a  $17  million  investment  in 
-Williams  as  well  as  $2  million 

million  position  in  West  Point- 
1. 

Dm  tends  to  stick  with  business- 
'  knows.  G&W's  base  in  textiles 
□  parts,  for  example,  probably 
explain  the  $36.2  million  invest- 

Burlington  Industries,  and  the 
Lllion  investment  in  Cummins 

Burlington's  operating  profits 

3.6%  in  the  quarter  ended  in 
jut  Cummins  has  been  hurting, 
y-duty  diesel  truck  engine  mar- 
savaged  by  a  falloff  in  demand, 
mpanies  dominate  their  fields, 


The  Streetwalker 


Investor  Bluhdorn 


Charlie's  willing  to  wait. 

though,  and  are  selling  at  deep  discounts 
below  book.  It  looks  as  though  the  oppor- 
tunistic Bluhdorn  has  bought  into  them 
in  the  hope  that  the  next  turn  in  the 
business  cycle  will  enable  him  to  get  out 
at  a  profit.  "G&W  is  willing  to  wait.  It 
has  staying  power,"  says  Merrill  Lynch's 
Harry  Allen. 

Even  G&W's  patience,  however,  may 
be  sorely  tried  by  General  Tire.  It's  going 
to  take  more  than  )ust  a  turn  in  the 
weather  to  breathe  growth  into  Gener- 
al's basic  tire  business,  ease  the  regula- 
tory pressures  that  may  well  deprive  it  of 
its  prosperous  broadcast  arm  and 
straighten  out  the  management  prob- 
lems plaguing  its  Aerojet  division. 

The  winds  are  blowing  against  General 
from  almost  every  point  of  the  compass. 
The  company,  by  some  Wall  Street  esti- 
mates, will  be  lucky  to  earn  50  cents  a 
share  this  year,  compared  with  $3.44  last 
year.  Analysts  like  Saul  Ludwig  of  Roul- 
ston  &  Co.  and  Richard  Haydon  of  Gold- 
man, Sachs  are  worried  about  a  possible 
cut  in  the  $1 .50-a-share  dividend  that  is 
bringing  Bluhdorn  a  return  of  better  than 
10%  on  his  money. 

But  "buy  on  bad  news"  is  clearly  the 
Bluhdorn  strategy.  There  he  is,  announc- 
ing that  G&W  may  go  for  as  much  as 
15%  of  General.  Bluhdorn  is  talking 


about  a  sizable  commitment — almost 
$30  million  so  far,  with  maybe  a  lot  more 
to  come. 

Even  the  folks  at  General  hold  little 
hope  for  much  improvement  this  year  or 
the  early  part  of  next.  "We're  not  very 
good  prognosticators,"  says  Joseph  M. 
Leyden,  assistant  to  the  president  of 
General,  "but  the  analysts  are  saying  the 
automakers  can't  expect  much  of  a  turn 
before  the  spring  of  1981." 

That's  part  of  the  rub.  General,  the 
nation's  fifth-largest  tire  producer,  is  ir- 
revocably tethered  to  the  fortunes  of  De- 
troit. Although  it's  now  one  of  the  most 
diversified  companies  in  the  industry — 
cable  television,  soft-drink  bottling,  en- 
gineering, construction,  oil-country 
pumps  and  valves — tires  contributed  al- 
most half  of  last  year's  total  sales  of  $2.3 
billion  and  about  45%  of  net.  General, 
like  every  other  big  domestic  producer, 
has  been  hit  by  a  double  whammy.  De- 
mand for  original  equipment  tires  is  way 
off  because  of  the  drop  in  new-car  sales. 
Replacement  tire  sales  are  bumping 
along  at  the  lowest  levels  in  a  decade 
because  people  are  driving  less. 

In  previous  recessions,  RKO's  broad- 
casting profits  and  Aerojet's  engineering 
business  helped  to  offset  the  cyclical 
stress  in  the  tire  business. 

Not  this  time  around,  however.  Aero- 
jet's operations  are  suffering  badly.  RKO 
is  having  a  flat  earnings  year  endlessly 
complicated  by  a  Federal  Communica- 
tions Commission  decision,  now  being 
appealed,  that  the  subsidiary  should  be 
stripped  of  its  right  to  operate  TV  sta- 
tions in  New  York,  Boston  and  Los  An- 
geles (see  Forbes,  Mar.  3). 

So  what  makes  Charlie  Bluhdorn  run? 
At  its  current  price  of  around  16,  the 
market  is  valuing  General  at  $380  mil- 
lion—about half  the  value  of  the  tire 
business  alone  carried  on  the  books. 
Thus,  all  the  rest  of  General — more  than 
$1.1  billion  in  assets — comes  free.  Many 
of  General's  bits  and  pieces  would  fit 
nicely  into  various  interstices  of  G&W. 
Bluhdorn  insists  that  he's  not  gunning 
for  a  takeover;  he  is  buying  only  for  "in- 
vestment." He  is  playing  that  invest- 
ment shrewdly.  A  lot  of  G&W  stock  in 
General  was  bought  at  12  and  13.  Its 
average  price  is  143/4  but  the  market, 
naturally,  has  been  moving  up  on  Biuh- 
dorn's  buying.  Thus,  when  he  got  a 
chance  to  sell  a  242,500-share  block  of 
General  Tire  at  17  last  month,  the  G&W 
chairman  decided  to  take  some  profits. 
He  has  told  the  SEC,  though,  that  G&W 
still  intends  to  buy  up  "in  excess"  of  1 5% 
of  General  from  its  present  base  of  8.79% 
of  the  shares  outstanding. 

One  easy  inference  from  the  quick 
profit  Bluhdorn  skimmed  off  on  his  way 
to  the  15%  mark  is  that  he  expects  Gen- 
eral Tire  to  get  lower  before  it  gets  high- 
er. Or  maybe  he's  ]ust  trying  to  keep 
everybody  guessing.— Richard  Phalon 
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With  the  Tories  in  power,  British  enterprise  is 
stirring  again.  Would  you  believe  that  the 
country's  smaller  oil  companies  are  thriving? 


Oilmen  in 
bowler  hats 


By  Barbara  Ellis 


Bids  must  be  in  by  the  end  of  July 
for  drilling  rights  in  90  blocks — 
some  12,000-odd  square  miles — of 
Britain's  offshore  oil  acreage.  It's  the  big- 
gest offering  in  nine  years,  in  a  sector 
currently  yielding  1.6  million  barrels  of 
oil  per  day.  Britain  has  its  own  way  of 
dealing  out  exploration  acreage.  No  un- 
seemly auctions  yet.  Department  of  En- 
ergy officials  assess  bidders'  technical 
ability,  financial  standing  and  contribu- 
tion to  the  British  economy.  Then  they 
hand  out  the  60,000-to-80,000-acre 
tracts  of  ocean,  at  their  own  discretion. 
The  way  it  has  worked  out — until  now, 
that  is — is  that  the  biggest,  most  solidly 
established  companies  have  always  got 
the  best  blocks.  That  meant  U.S.  compa- 
nies did  well. 


This  (seventh)  time  around,  there  is  a 
big  change.  U.K.  energy  officials  have 
been  hinting  strongly  in  private,  and 
more  delicately  in  public,  that  the  way  to 
be  slire  of  the  license  you  want  is  to  cut 
British  companies,  and  not  just  giant  BP 
or  BNOC,  the  state-controlled  British 
National  Oil  Corp.,  in  on  your  consor- 
tium, for  something  like  a  50%  stake. 

"U.S.  companies  are  obviously  taking 
this  seriously,"  says  analyst  Sue  Graham 
of  brokers  Scott,  Goff,  Hancock,  noting 
the  spate  of  major  to  minor  links.  There 
are  more  than  10,000  independents  in 
the  U.S.  and  Canada,  against  less  than  30 
gathered  in  the  Association  of  British 
Independent  Oil  Exploration  Cos.  (Brin- 
dex).  There's  no  typical  profile.  Some 
companies  started  in  the  Seventies  as 
financial  vehicles;  others  are  old-line 
British  colonial  producers.  Combined, 


Bnndex  members  have  less  than  ha 
million  of  the  U.K.'s  total  1  7  million 
offshore  acres  currently  under  licei 
Their  share  of  proven  recoverable 
serves:  3%  of  oil  and  just  1%  of  gas. 

Why  this  record  of  underachieveme 
Socialism  was  part  of  the  problem.  Wl 
the  Labour  government  was  in  pov 
smaller  companies  were  sidelined  by) 
push  to  build  up  the  government's  c 
British  National  Oil  Corp.  A  more  ba 
reason  is  a  lack  of  small-scale  opporti 
ty.  Offshore  drilling  is  a  game  too  big 
small  fry. 

Consider  the  effect  on  drilling  activl 
LASMO  Exploration  Director  Roj 
Fox  notes  that  in  17  years  close  to  2,1 
wells  have  been  drilled  in  the  North  S 
compared  with  around  2.5  million  in  j 
U.S.'  100  years  of  oil  exploration. 

With  their  free-enterprise,  procom 
tition  stance,  the  Tories  are  changing 
this  with  their  insistence  that  the 
boys  cut  some  of  the  smaller  boys  in  d 
good  thing.  Britain's  independents 
clearly  delighted  with  their  new  sou§ 
after  status.  BNOC  and  Gulf  have  wen 
independent  Carless  Exploration  av 
from  Zapata,  its  partner  in  earj 
rounds.  London  &  Scottish  Marine  Oi 
likely  to  team  up  with  Santa  Fe 
Houston  Oil  &  Mineral,  with  LASMC 
operator.  Premier  Consolidated,  with] 
unblemished  record  of  dry  holes  in 
North  Sea,"  as  managing  director  Roli 
Shaw  put  it,  turned  down  numerous  on 
to  go  with  Esso  (Exxon)  for  acreage  in  | 
English  Channel  and  the  Western 
proaches.  That  consortium  will  also) 
elude  S.  Pearson,  buyers  of  Manatefl 
Florida  company,  and  former  ownei 
Amerada.   Other   independents  cli 


Meanwhile,  back  on  land . . . 


Oil  in  the  ground  in  Brit- 
ain? Yes,  but  not  much  of 
it.  Onshore  oil  was  flow- 
ing in  Britain  as  long  ago 
as  1780,  but  it  wasn't  until 
World  War  I  (1918)  that 
genuine  exploration  be- 
gan. World  War  II,  Suez, 
the  Six-Day  War  all  boost- 
ed production  to  around 
2,500  barrels  a  day — a  tiny 

fraction  of  the  country's  

1.65-million-barrel-a-day  consumption.  Discoveries  since 
1973  have  stepped  up  production  to  around  6,000  barrels  a 
day — 4,000  of  that  from  the  British  Gas/BP  find  at  Wytch 
Farm  in  Dorset,  where  total  recoverable  reserves  may  be  as 
high  as  84  million  barrels. 

This  year's  star  find:  a  strike  by  Carless  Exploration  at 
Humbly  Grove  situated  50  miles  southwest  of  London,  deep 
in  stockbroker  commuter  country,  with  reser/es  as  yet 
unestimated. 

OPEC's  incessant  price  rises  notwithstanding,  the  pace  of 


Oilwell  in  the  English  countryside 


exploration  activity  re- 
mains slow  by  U.S.  stan- 
dards. One  reason  for  this 
is  the  cumbersome  licens- 
ing procedure,  which  in 
the  U.K.  is  run  separately 
from  offshore  grants.  Oil 
and  gas  rights  are  state 
property,  not  private  as 
they  are  in  the  U.S.,  soi 
they  can  not  be  freely 
traded.  And  landowners) 
have  no  incentive  to  promote  drilling,  as  they  are  noi 
allowed  a  royalty  share. 

Cost,  of  course,  is  what  is  making  onshore  so  attractive! 
right  now:  A  well  costs  around  $705,000,  compared  witq 
more  than  $15  million  offshore.  Analyst  John  Gilmour  ofl 
brokers  W.  N.  Middleton  &  Co.,  a  specialist  in  onshore  oil 
activity,  reckons  that  in  Britain  a  very  small  discovery — of, 
say,  just  1  million  barrels  of  recoverable  oil — producing  as 
little  as  270  barrels  of  oil  per  day  can  now  be  profitably! 
worked.— BE. 
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ve  been  swamped  with  ealls  from 
Tipanies,  but  are  coy  about  reveal- 
r  plans. 

urpnse,  then,  that  oil  fever  has 
struck  the  City,  with  British  in- 
plunging  into  oil  as  never  before, 
he  Financial  Ii»ies  index  was  hit- 
3w  for  the  year  early  in  June,  the 
idents  were  making  new  highs, 
nave  doubled  in  the  last  year. 
)  has  multiplied  its  1979  price  by 
tan  five. 

London  Stock  Exchange  has 
>ome  of  them.  It  has  worked  out  a 
granting  some  exploration  com- 
a  "limited  quotation,"  a  status 
ows  them  to  be  traded  without 
I  the  earnings  records  and  assets 
for  a  full  quote. 

pretty  easy  to  raise  money  right 
the  City  of  London  for  oil  deals," 
iland  Shaw,  a  jovial  54-year-old 
an.  His  Premier  Consolidated 
ers  have  pulled  in  a  total  of  $94 
in  new  capital  from  investors 
c  last  six  months.  "You  get  all 
wild  deals  because,  relatively,  the 
haven't  had  much  experience  in 
business,"  says  Shaw.  "They'll 
anything.  And  they're  great  punt- 
lblers]  in  this  country."  Promot- 
natching  as  much  as  20%  or  30% 
y  as  promotional  rights  in  some 
ame  drilling  funds  have  so  much 
d  load  that  the  investor  will  be 


lucky  to  see  30  cents  of  each  dollar  he 
puts  up  go  into  the  ground.  One  deal 
promised  a  share  of  17  million  proven 
barrels  of  oil  in  Scotland.  "There  isn't 
one  proven  barrel  of  oil  in  Scotland," 
says  Shaw. 

All  fevers  need  to  feed  on  success  sto- 
ries. One  such  in  London's  oil  excite- 
ment is  the  example  of  LASMO.  Started 


"You  get  all  sorts  of  wild 
deals  because,  relatively,  the 
British  haven 't  had  much,  ex- 
perience in  the  oil  business. 
They'll  believe  anything.  And 
they're  great  punters  here," 
says  Premier  Consolidated 's 
Roland  Shaw.  One  deal  prom- 
ised a  share  of  17  million 
proven  barrels  of  oil  in  Scot- 
land. "There  isnt  one  proven 
barrel  of  oil  in  Scotland," 
says  Shaw. 


in  1971  as  a  financial  vehicle  by  Can- 
ada's Ranger  Oil  and  London  stockbro- 
kers Cazenove  &  Co.,  LASMO  today  is 
among  the  five  biggest  British  oil  compa- 
nies, capitalized  at  $1.4  billion.  Pretax 
profits  for  1979  topped  $50  million  on 
revenues  of  $134  million.  For  their  origi- 
nal $2.43  investment,  stockholders  now 
own  a  share  priced  at  $18.42.  The  con- 


sortium LASMO  joined,  with  Chevron 
as  operator,  discovered  Ninian  field,  94 
miles  east  of  Shetland,  in  1974.  Happily 
for  LASMO,  Ninian  field's  startup  coin- 
cided with  Iran's  collapse  into  chaos. 

The  British  outfits  that  are  hitting  it 
rich  are  losing  no  time  in  covering  their 
bets.  Most  independents  have  already 
been  socking  as  much  as  they  can  into 
the  U.S.  Half  of  Premier's  interests  are 
now  in  the  U.S.  Several  British  indepen- 
dents were  driven  to  the  U.S.  originally 
by  the  Labour  government's  interven- 
tionist policies  aimed  at  building  up  the 
state-owned  BNOC.  Since  their  election 
victory  in  May  1979,  the  Tories  have 
been  dismantling  BNOC's  special  privi- 
leges, but  the  independents  are  taking  no 
chances.  Tricentrol  is  poised  to  place  6 
million  of  its  shares  in  the  U.S.  as  an 
opener  to  acquiring  U.S.  production  and 
exploration — companies  or  licenses. 
LASMO  already  wholly  owns  Tulsa, 
Okla. -based  Bates  Oil,  with  about  1,500- 
barrels-a-day  production.  Carless  Explo- 
ration, which  tried  out  in  a  drilling  fund 
IVi  years  ago,  now  has  a  50%  partner- 
ship with  Warrior  Drilling  of  Tuscaloosa 
and  other  deals  spread  from  Montana  to 
Louisiana. 

As  the  heavy  hand  of  socialism  is 
gradually  lifted  from  the  long-stagnating 
economy,  British  enterprise  is  striving 
vigorously — but  keeping  an  eye  on  the 
exit.  ■ 


All  of  these  securities  having  been  sold,  this  advertisement  appears  as  a  matter  of  record  only. 

$94,100,000 

Hooker  Energy-From -Waste  Project 

Leveraged  lease  financing  of  a  solid  waste  disposal  facility  with  funds  provided  by 
$55,800,000  of  Industrial  Development  Revenue  Bonds  and 
$38,300,000  of  Owner  Certificates. 
Sublease  rentals  guaranteed  by 


ox  y  Occidental  Petroleum  Corporation 


The  undersigned  formed  and  managed  a  syndicate  of  underwriters  to  purchase  and  offer  the  Industrial 
Revenue  Bonds  and  arranged  direct  placement  of  the  Owner  Certificates,  assisted  in  the 
negotiations  and  served  as  financial  advisor  to  Occidental  Petroleum  Corporation. 


Blyth  Eastman  Paine  Webber 

Incorporated 


June,  1980 


Want  to  see  a  small  car 
even  a  6'2"dri ver  could  love? 


Borg -Warner's  Morse  Chain  Division  has  developed  a  transmission  drive  chain  that  is  a  key  component 
in  helping  make  today's  front-wheel  drive  cars  roomier,  lighter  and  quieter.  That's  Borg-Warner  today.  B0RG 
And  there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 

Watch 
Borg-Warner 

For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


WARNER 


le  geopolitics  of  the  1980s,  the  U.S.  Navy  must  be  more  than  a 
>;  it  must  provide  floating  military  bases.  Either  the  taxpayer  will 
]h  up  a  lot  more  money  or  the  admirals  wont  be  able  to  deliver 


The  age  of 
aircraft  carrier 
diplomacy 


By  Ann  Hughey 


1  cases  a  show  of  naval  strength 
taking  armed  actio?!  may  achieve 
ends  merely  by  exerting  pressure 
'ts  latent  power  or  by  threatening  to 
tan'  action. 

— from  The  Sea  Power  of  the  State, 
S.G.  Gorshkov,  Soviet  fleet  admiral 

ying  to  meet  a  three-ocean  require- 
with  a  one-and-a-half  ocean  Navy. 
— Admiral  Thomas  B.  Hayward, 
chief  of  naval  operations 

jsty  old  Admiral  Moorer  gets 
ght  to  the  point:  "You  can  tell 
lese  people  in  the  Middle  East  or 
hat  there  aie  eight  or  ten  men 
n  a  silo  in  Montana.  They  don't 
amn  about  that.  They  can't  see 
g.  They  don't  know  where  Mon- 
But  if  you  say,  'Look  at  that  big 
there,'  it  has  an  impact." 
former  chairman  of  the  Joint 
)f  Staff  is  making  an  important 
lark  it  well.  A  little  over  a  year 
ategically  important  Marxist 
;mcn  at  the  bottom  of  the  Arabi- 
isula  struck  at  its  neighbor  North 
The  U.S.  nuclear  deterrent  was 
rrent  at  all.  But  when  the  U.S. 
:he  aircraft  carrier  Constellation 
task  force  and  moved  arms  to 
emen,  the  Soviet  surrogates  got 
t.  They  backed  off. 
rmy  sits  in  Europe,  a  trip  wire  to 
a  Soviet  attack.  Air  Force  bomb- 
rockets  are  primed  for  nuclear 
ile  the  nuclear  standoff  between 
superpowers  probably  rules  out  a 
jviet  seizure  of  the  Middle  East, 
lothing  to  protect  the  oil  supply 
:h  our  economic  existence  de- 
om  internal  disruption  or  from 
lonally  armed  Soviet  proxies 
ak  Spanish  or  Arabic, 
can  the  Navy  do  that  the  Army 
Force  can't?  If  in  shape,  the  Navy 
/er  a  powerful  nonnuclear  punch 
anywhere  in  the  world  without 


counting  on  the  land  bases  that  are  so 
undependable  in  these  days  of  strident 
nationalism.  Without  a  strong  Navy, 
U.S.  military  power  is  almost  useless  in 
large  areas  of  the  globe. 

What  is  involved  here  is  nothing  less 
than  a  far-reaching  change  in  the  way 
conventional  force  is  projected.  The 
Navy's  famous  theorist,  Captain  Alfred 
Thayer  Mahan,  espoused  a  "command  of 
the  sea"  strategy  that  has  dominated  na- 
val thinking  since  the  late  19th  century. 
Admirals  weaned  on  Mahan  will  always 
see  the  destruction  of  the  Soviet  fleet  as 
the  major  mission,  and  in  some  future 
war  that  well  might  be.  But  today,  with 
the  most  critical  areas  of  the  world  so  far 
from  U.S. -based  air  and  ground  power, 
the  mission  of  protecting  American  in- 
terests in  the  oil-rich  lands  of  the  Persian 
Culf  has  fallen  to  the  fleet.  The  equiv- 
alent not  of  the  battles  of  Jutland  and 
Midway  but  of  something  new — the  use 
in  peacetime  of  naval  power  as  a  substi- 
tute for  land  bases. 

In  the  Iranian  crisis,  therefore,  in  pro- 


tecting Saudi  Arabia,  it's  the  U.S.  Navy — 
its  ships  and  planes,  together  with  the 
Marines — center  stage. 

The  relative  waning  of  U.S.  naval  pow- 
er, then,  is  one  of  the  major  difficulties 
facing  the  nation  today.  As  an  issue  it 
may  be  muted  in  the  coming  presidential 
campaign;  Carter  is  terribly  vulnerable 
on  the  topic,  and  Reagan  is  anxious  to 
avoid  sounding  trigger-happy.  But  the  is- 
sue will  be  there,  if  relatively  unspoken, 
and  many  voters  are  likely  to  assess  the 
candidates  on  its  basis  in  these  times  of 
international  turmoil. 

Today's  Navy  has  13  carriers,  but  so 
complex  is  the  machinery,  so  grueling 
the  pressure  on  the  crews  while  at  sea, 
that  normal  naval  practice  is  to  keep 
only  30%  of  the  carriers  on  station  at  any 
one  time;  this  means  keeping  nine  at 
home  for  every  four  on  station.  Two  in 
the  Pacific  and  two  in  the  Mediterranean 
was  the  pre-Iran  pattern.  The  remaining 
nine,  typically,  arc  undergoing  refitting 
and  readying  for  deployment.  But  the 
demand  for  force  in  tbe  Persian  Gulf  has 
changed  this.  "Right  now  we  have  an 
average  of  4%  carriers  deployed,  and 
that's  a  little  more  than  the  system  will 
bear.  When  you  do  that  on  a  prolonged 
basis,  you  grind  yourself  down  to  a  halt,  " 
says  Vice  Admiral  Staser  M.  Holcomb, 
director  of  Navy  program  planning. 
"Something's  got  to  give  here  in  the 
course  of  the  next  year.  We  cannot  keep 
two  carriers  deployed  in  the  Indian 
Ocean,  one  in  the  Mediterranean  and 
one  in  the  western  Pacific  with  an  extra 
one  in  one  of  those  places  most  of  the 
time,  the  way  we've  been  doing.  We 
can't  keep  it  up  indefinitely." 

Reversing  Teddy  Roosevelt,  then,  Jim- 
my Carter  is  speaking  loudly  and  carry- 
ing a  very  short  stick.  Says  Helmut  Son- 
nenfeldt,  Brookings  Institution  guest 
scholar  and  former  State  Department  ad- 
viser under  Henry  Kissinger:  "Everybody 
who  follows  these  matters  knows  that 
the  U.S.  Navy  is  very  short  of  ships,  and 
they  are  also  conscious  of  the  fact  that 
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the  ships  have'  maintenance  problems 
and  crew  problems."  The  U.S.'  allies  un- 
derstand the  situation  perhaps  better 
than  most  Americans  do.  It  explains 
their  current  sidling  up  to  the  Soviets, 
their  bland  acceptance  of  the  mullahs 
that  rule  in  Tehran. 

"In  a  deadly  serious  confrontation 
with  the  Soviet  Union  outside  Western 
Europe,  we  may  be  forced  to  blink  first. 
That  would  have  extremely  serious  con- 
sequences to  our  economic  and  political 
position  worldwide  without  even  a  shot 
being  fired,"  says  Professor  F.J.  Bing 
West  of  the  U.S.  Naval  War  College  in 


Newport,  R.I.  A  Cuban  missile  crisis  in 
reverse.  Only  this  time — with  nuclear 
parity  and  a  stronger  navy — the  Soviets 
would  be  less  likely  to  blink.  Realizing 
that  the  lack  of  effective  naval  power 
added  to  their  vulnerability,  the  Soviets 
set  about  redressing  the  balance.  By  con- 
trast, the  Americans,  smug  in  their  suc- 
cess, forgot  what  naval  power  backed  by 
nuclear  superiority  had  won  for  them  in 
Cuba  and  allowed  their  Navy  to  go  down- 
hill. "We  very  quickly  marshaled  a  naval 
force.  The  Soviets  backed  away,  and  we 
forgot  that  they  weren't  going  to  stop 
trying,"  says  Vice  Admiral  Holcomb. 


Where  is  the  U.S.  Navy  slipping? 
And  how  can  the  trend  be  reversed 

•  Manpower:  The  Navy  is  short 
20,000  experienced  petty  officer^ 
trained  technicians  who  keep  th 
creasingly     sophisticated  equip 
working.  Gone  are  the  days  of  swe 
bodies  crammed  into  gun  mounts,  s 
ing  down  lapanese  Zeroes.  Today 
control  party  must  cope  with  coi 
computer  systems.  "You  can't  put 
Lump  Lump  in  there,"  says  one 
man.  "We're  going  out  of  business 
don't  solve  that  (manpower]  proh 
says  Vice  Admiral  Holcomb. 


How  do  you  stretch  a  "one-and-a-half -ocean  navy"? 


The  doomsday  nuclear  punch  of  its  missile-launching  sub- 
marines aside,  the  U.S.  Navy  exists  to  protect  U.S.  territory 
and  to  assert  U.S.  power  at  any  point  around  the  globe.  That 
power  is  embodied  chiefly  in  the  Navy's  aircraft  carriers 
and  air  wings.  The  map  below  shows  how  that  power  was 


deployed  one  day  recently.  Nothing  much  was  happening 
on  May  28,1980  except  riots  in  South  Korea,  Soviet  troops 
in  Afghanistan  and  the  usual  tension  on  Israel's  borders. 
Oh,  yes,  it  was  also  Day  207  of  the  hostage  ordeal  in  Iran. 
Only  5  of  the  13  carriers  were  on  station.  Why  so  many  in 


Following 

the 

fleet 


Coral  Sea 

Headed  (or  Alameda, 
Calif.,  home  port,  the 
battle  group  was  be- 
ing held  up  in  the  Pa- 
cific as  strife  struck 
Korea. 


Midway 

The  oldest  carrier  in 
the  fleet,  in  service 
since  1 945,  was  on. 
station  in  the  North 
Pacific  running  land- 
ing tests. 


Enterprise 

Undergoing  long  over- 
haul in  Bremerton, 
Wash.  Last  sea  duty: 
seven  months'  cruise 
in  the  Western  Pacific 
in  1978. 


Kitty  Hawk 

In  San  Diego  for  main- 
tenance after  nine 
months  in  the  West- 
ern Pacific  with 
Ranger. 


Ranger 

In  San  Diego  after 
seven  months  in  the 
Western  Pacific. 


Forrestal 

At  home  i 
Fla.  (near  ) 
ville)  for  n 
after  six  tr 
the  Med  it 


Ranger 
Kitty  Hawk 
Enterprise 
Midway  group 
Coral  Sea  group 


"My  people  are  underpaid," 
)mmander  Ray  Sharpe,  a  de- 
kipper.  "They  feel  they've  been 
;d  by  the  government."  Small 
A  first-class  petty  officer  with 
rs  earns  $1 1,730  and  works  100 
/eek  when  he's  at  sea;  a  civilian 

working  in  Washington  may 
SI 3,000  and  get  overtime.  An 
:ed  Naval  aviator  earns  about 
That's  less  than  a  long-distance 
er  makes.  Even  the  commissar- 
i  longer  a  bargain, 
itenance:  An  F-14  pilot  says  he 
ied  when  an  arresting  cable 


broke  as  he  was  landing  on  a  carrier.  An 
inexperienced  enlisted  man  had  rigged  it 
incorrectly  and  the  $25  million  Tomcat 
rolled  into  the  sea.  The  pilot  ejected  just 
in  time.  "One  of  the  things  I  am  worried 
about,"  says  one  top  admiral,  "is  that 
there  are  some  accidents  that  we  don't 
know  what  happened  where  the  guy  and 
the  crew  were  killed  at  sea.  We  don't 
recover  the  airplane  and  we  don't  recover 
the  people." 

•  Plane  and  ship  shortages:  In  each  of 
the  past  seven  years  more  Navy  airplanes 
have  crashed  or  worn  out  than  were  re- 
placed. The  fleet  itself,  with  about  500 


ships — 300  of  them  warships — is  the 
smallest  it  has  been  since  1939  (see  U.S./ 
Russian  force  level  chart)  and  is  about  half 
the  size  of  the  fleet  in  the  late  Fifties  and 
Sixties.  For  all  the  talk  of  rearmament, 
the  situation  is  getting  worse,  not  better. 
"Force  levels  are  expected  to  drop  sharp- 
ly during  the  late  Eighties  and  early  Nine- 
ties because  of  expected  ship  retire- 
ments," says  a  recent  Congressional 
Budget  Office  survey. 

•  Ammunition,  parts,  training:  Am- 
munition is  at  about  50%  of  the  level 
needed  in  the  Pentagon's  "next  war"  sce- 
nario, says  Vice  Admiral  Holcomb.  "Be- 


ort?  A  carrier  will  typically  need  major  refitting  every  four 
ears  or  so,  each  overhaul  taking  up  to  a  year.  After  repairs 
ome  the  shakedown  cruises  and  training  time  to  make  old 
rews,  replacements  and  ordnance  mesh.  Accidents  and 
reakdowns  occur.  (Last  month  the  U.S.S.  John  F.  Kennedy 


was  involved  in  an  explosion  at  sea.)  The  need  for  extra 
power  in  the  Indian  Ocean  has  stretched  standard  six- 
month  cruises  to  eight  months  or  more — just  as  the  Navy 
was  trying  to  shorten  cruises  for  crew  morale.  All  this,  of 
course  means  more  wear  and  tear  on  men  and  ships. 


er  refit- 
six- 
in  the 
i,  mak- 
ea. 


America 

In  Norfolk  for  refit- 
ting since  last  Sep- 
tember after  six 
months  in  the  Medi- 
terranean. 


Nimitz 

This  nuclear  carrier, 
sister  of  the  Eisen- 
hower, was  in  Nor- 
folk for  refitting  after 
a  record  nine-month 
deployment. 


John  F.  Kennedy 

At  sea  in  the  North 
Atlantic  on  training 
exercises. 


Saratoga 

In  Naples  for  refueling 
and  shore  leaves  for 
the  crew. 


Eisenhower 

On  May  28  the  Navy's 
newest  and  biggest 
nuclear  carrier  was 
leading  one  of  two 
battle  groups  in  the 
Indian  Ocean. 


Constellation 

With  this  second  bat- 
tle group  in  the  Indi- 
an Ocean,  a  total  of  21 
ships  and  18,000 
men  were  on  station 
in  the  area. 


The  bear  has  learned  to  swim 


The  Soviet  Union's  land  mass,  too,  extends  from  sea  to  shining  sea,  but  in  the 
east  it's  the  cruel  North  Pacific  and  in  the  west  it's  the  Arctic  Ocean.  Thus  geog- 
raphy and  history  conspired  to  deny  her  much  of  a  naval  tradition.  The  U.S.S.R. 
has  been  catching  up  fast.  Below,  a  situation  report  comparing  strengths. 


Aircraft  carriers 


U.S.  U.S.S.R. 


13  2 


Nimitz 


Surface  combat  ships 


Virginia        ^ '     {&-<  -Guided  Missile 
T?i  Cruiser 


178  269 


Destroyer 


Oliver  Hazard  Perry-Guided  Missile  Frigate 


Submarines 


Amphibious  warfare  ships 


123  357 


63  91 


Kara  class 

i    -Guided  Missile 
ii"flT    yt   4>  Cruiser 

Kashin  class i 

^,-Guided  Missile  Destroyer 

Krivak  U-Guided  Missile  Frigate 

a. 


Tarawa 


va  .       -Attipoioious  Assault  |H 

M^tfiB        I  Mill  'nljjiiiTu  JiiiimI  ll  ij  il  i  W 


Yankee  ciass-Ballistic  Missile 


Ropucha  c\ass-Tank- landing  Ship 


Newpon-TanJe-  landing  Ship 


Patrol  combat  ships 


Pegasus-Guided  Missile  Patrol 


Mine  warfare  shtes 


Polnochniy  chss-Tank- landing  Craft 


3   I  165 


Sarancha-Fosr  Attack  Missile  Craft 

□  in ra 

■i     i  / 

Aggressive  class-Ocean  Minesweeper 

i 


Nana  cldss-Ocean  Minesueeper 


Auxiliary  ships 


79  760 


Mispillion-Oifer  l 

n"  i  ill  y  L. 

\ 

1..-.    1         ■— - ' 

Mars-Combat  Store  Ship 

tour  class  -Repair  Ship 


Total  actix  e  fleets 


1,764 
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cause  of  a  reduction  in  tunc  spent  in 
camp,  in  some  cases  a  man  has  r 
fired  a  weapon.  He  has  no  fire-figl 
training,  and  a  lot  of  times  he  comj 
me  with  medical  deficiencies  sua 
rotten  teeth,"  complains  one  wai 
commander.  He  says  that  parts  for 
systems  can  take  more  than  a  yeJ 
acquire.  "I've  been  reduced  to  a  wtj 
rather  than  a  tactical  profcssiona 
cause  I  have  to  get  involved  in  the  do 
of  maintenance  rather  than  comrfl 
ing  this  ship  and  being  prepared  to 
it  and  training  my  officers  to  be  t| 
cians.  They're  too  busy  chasing  parts 
doing  jobs  that  should  be  done  by 
next  level  down." 

•  Readiness:  Because  of  the  exri 
of  the  Indian  Ocean  operation,  the  I 
has  already  cut  back  slightly  on 
steaming  and  flight  time  at  home 
stay  alive,  pilots  bave  to  stay  in  prac 
"You  have  a  thing  called  snakes  in 
cockpit  when  you  haven't  flown 
long  time  and  nothing  seems  to  be  ii 
right  place,"  says  Rear  Admiral  Ken 
L.  Shugart,  head  of  the  Pensacola, 
based  naval  education  and  training  ( 
mand.  That's  not  a  big  problem  now! 
Admiral  Hayward  concedes  it  couhj 
to  be  one. 

Now,  contrast  this  with  what  the  ( 
petition  is  doing. 

The  Cuban  blockade  humiliation 
gered  a  long-term  Soviet  military  b 
up;  Soviet  Fleet  Admiral  Gorshkov, 
70,  convinced  Soviet  leadership  tha 
bear  must  swim  to  extend  its  pi| 
around  the  world.  Now  he  has  amp 
ous  ships  that  can  put  Soviet  m&i 
ashore,  a  new  class  of  nuclear-pow 
cruiser  twice  the  size  of  U.S.  cruise 
new  class  of  support  ship  that  can  su 
the  Soviet  fleet  anywhere  in  the  w 
Admiral  Hayward  says  the  Soviet  A) 
class  submarine  is  thought  to  be  £| 
and  capable  of  diving  deeper  than 
thing  the  U.S.  or  any  other  nation 
and  that  a  new  class  of  nuclear-pow 
cruise-missile-carrying  submarine 
appeared  in  the  past  month. 

"Soviet  sea  power,  merely  a  mino 
tensive  arm  in  1965,  has  become 
optimum  means  to  defeat  the  imperi 
tic  enemy  and  the  most  important 
ment  in  the  Soviet  arsenal  to  prepare 
way  for  a  Communist  world," 
Gorshkov  in  The  Sea  Power  of  tlx  StaU 

The  U.S.  Navy  remains  a  potent  s 
ing  force.  On  balance,  it  is  still  stro 
than  the  Soviet  navy.  They  have  ori 
aircraft  carriers — both  small — to  ouj 
and  they  have  a  more  limited  abilit 
supply  their  ships  at  long  distance.  B) 
is  the  trend  that  is  worrisome.  "We  c 
continue  this  way  unless  we  want  to 
into  a  position  of  inferiority,"  says 
miral  Hayward.  "They're  lacking  it 
support  but  we  expect  them  to  fill 
hole  in  the  next  decade.  Then  the  So\ 
will  have  worldwide  intervention  Q 
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says  a  Pentagon  analyst, 
/'re  building  our  kind  of  navy, 
iculty  is  that  they're  building  it 
bit  faster  than  we're  building," 
miral  Hayward. 

Javy's  current  troubles  began  in 
i.  Recalls  Admiral  Moorer:  "Mc- 
[Robert  McNamara,  then  de- 
cretary]  had  a  policy  to  buy  for 
i  instead  of  modernization, 
weren't  any  ships  being  sunk,  so 
defense  budget  was  going  into 
g  trucks  and  tanks  and  helicop- 
lys  retired  Admiral  Elmo  Zum- 
rmer  chief  of  naval  operations, 
time  I  came  to  office  in  1970  the 
age  of  our  ships  was  19  years.  We 
bsolescent  Navy  because  we  just 
■eplace  ships." 

Zarter  Administration  marched 
ce  3V2  years  ago  vowing  to  cut, 
'ease,  defense  spending.  Money 
>ly  earmarked  for  the  Navy  went 
to  build  up  the  Army  in  Europe, 
weak  spot  and  important  to  the 
itration  because  of  its  preoccupa- 
:h  the  NATO  alliance  and  the 
treaty,  says  Professor  West  of 
il  War  College. 

le  admirals  grumble?  Of  course, 
□dy  paid  much  attention.  Don't 
people  always  want  more  than 
iey  have?  Whatever  credibility 
tary  possessed  in  a  traditionally 
tary  society  was  vitiated  by  Viet- 
us  few  Americans  faced  the  fact 

U.S.'  loss  of  energy  self-suffi- 
lad  virtually  extended  our  eco- 
)oundaries  halfway  around  the 
Jow  the  message  is  beginning  to 
,  but  only  faintly.  For  the  current 
ar  Congress  appropriated  $46.1 
ad  added  $2  billion  later  to  make 
nflation  and  the  Indian  Ocean 
n.  The  President's  budget  re- 
r  fiscal-year  1981  was  $50.1  bil- 
t  Admiral  Holcomb  says  a  25% 
ease  is  needed  to  retain  skilled 

That,  plus  the  ammunition, 
rts  and  replacement  planes  and 
eded  just  to  keep  the  Navy  in 
:ondition,  would  cost  up  to  $8 
year  over  current  budget  levels, 

rt,  the  modest  increases  that  the 
Ldministration  and  Congress  are 
le  Navy  are  little  more  than  a 

what  is  needed.  Holcomb  com- 
bat the  Navy  has  enough  am- 
1  ships  to  land  only  one  of  the 
;  three  divisions.  But  the  ships, 
/ill  start  to  become  obsolete  in 
rs,  are  divided  between  the  At- 
id  Pacific.  "So  we  can't  even  do  a 
sion   assault   in   either  ocean 

about  six  months  of  getting 
■  it,"  says  Holcomb. 
icrease   the   fleet   and   its  air 

by  30% — the  growth  needed  if 
y  is  to  maintain  a  permanent 

in  the  Indian  Ocean — would  be 


The  high  cost  of  sailing  in  harm's  way 


Today's  "battle  group"  differs  not  at 
all,  conceptually,  from  the  World 
War  II  "task  force,"  which  evolved 
as  aircraft  carriers  displaced  battle- 
ships as  the  capital  ships  of  the 
fleet.  In  the  intervening  35  years, 
however,  huge  differences  have  de- 
veloped between  them  in  firepower, 
sophistication  and  cost.  Every  battle 
group  takes  its  name  from  the  air- 


craft carrier  that  is  its  heart,  its 
reason  for  being.  The  number  and 
types  of  other  vessels  comprising 
the  group  vary,  of  course,  with  the 
mission,  the  area,  the  potential 
threat.  It  can  vary  even  from  day  to 
day.  Below,  the  composition  of  one 
battle  group,  the  Nimitz,  one  day 
last  March  when  the  Nimitz  was  on 
station  in  the  Indian  Ocean. 


Nimitz 


The  nuclear  carrier  Nimitz,  1,100 
feet  long,  displacing  92,000  tons  (the 
battleship  New  Jersey,  for  compari- 
son,  is  890  feet  long  and  60,000 

24  Grumman  F-14s.  This  su- 
percostly  ($25  million  apiece) 
pride  of  the  fleet  can  fly  at  2.4  F-14 
times  the  speed  of  sound.  It  carries  a 
radar  missile  system  to  track  up  to  24 

24  A-7s.  A  13-year-old  sub- 
sonic  plane  (cost:  $4.1  mil- 
lion apiece),  the  A-7  is  being  F-18 
phased  out  in  favor  of  the 

10  Grumman  A-6  bombers 

($13  million  apiece)  with  a 
l,100-to-2, 700-mile     range,  a-6 


Two  guided  missile 
cruisers,  the  Califor- 
nia and  the  Texas, 
armed  with  surface- 
to-air  missiles,  rock 


tons),  carrying  85  planes  and  a  crew 
of  5,000.  Price:  $2  billion  for  the 
carrier,  another  $2  billion  or  so  for 
the  aircraft,  which  include: 

targets  and  attack  6  of  them 
at  once.  It  is  designed  both  to 
defend  the  battle  group  from 
the  air  and  to  attack  targets  on  the 
ground  or  at  sea. 

twin-jet,  multimissile  fighter 
attack  plane — the  McDon- 
nell Douglas  F-18 — which 
will  cost  $21  million  each. 

depending  on  load,  a  top 
speed  just  under  Mach  1,  car- 
rying 28  500-pound  bombs. 


to  protect  the  carri- 
er from  submarines 
and  surface  ships. 
Top  speed:  30-plus 
knots.  Cost  of  Cali- 


to-air  missiles,  rock-  California  knots.  Cost  of  Cali- 

et-launched  torpedoes  and  helicopters    fomia,  built  in  1969,  was  $195  million. 


An  oiler,  the  Mis- 
pillion,  which  ear 
nes     107,000  bar 

rels     (4.5     million  Mispillion 
gallons)   of   fuel   for   fossil-burning    today  cost  $120  million. 


ships  and  aircraft. 
It  was  built  during 
World  War  II  for 
$4   million.  Oilers 


A  Spruance-class  de- 
stroyer, the  Paul  F. 
Foster,  critical  to 
antisub  defense, 


ter  craft  over  20 
miles  away.  It  has 
two  guns,  torpedoes 
and  two  helicopters 


Paul  F.  Foster 

whose  sonar  gear  can  detect  underwa-     for  antisub  work.  Cost:  $140  million. 


A  supply  ship,  the 

U.S.S.  White 
Plains — the  Navy 
calls  it  a  "floating 


White  Plains 


Sears"— replenish- 
ing food,  hardware, 
7  spare  parts  and  paper 
goods  for  the  men. 


Submarines.  Although  the  Navy 
wouldn't  discuss  it,  it  can  be  assumed 
that  where  there's  a  carrier,  subs  to 
protect  it  are  nearby.  The  new  Los  An- 
geles-class attack  subs,  for  example,  are 
designed  to  destroy  other  subs  or  sur- 


face ships  with  cruise  missiles  and  tor- 
pedoes, including  one  that  is  launched 
underwater,  breaks  the  surface  and 
flies,  then  drops  back  into  the  sea  near 
the  target.  Submerged  speed:  33  knots. 
Cost:  $300  million.-- tiethBrophy 


JLY  21,  1980 


61 


Chief  of  Naval  Operations  Thomas  B.  Hayward 

"They're  building  our  kind  of  navy.  The  difficulty  is,  they're  building  faster. 


an  eight-  to  ten-year  project  costing  an- 
other $10  billion  a  year,  including  bring- 
ing the  number  of  carriers  up  from  13  to 
16,  Holcomb  says.  That's  $18  billion 
more  a  year  for  a  healthy  Navy  operating 
in  three  oceans.  Allowing  for  inflation, 
call  it  $100  billion  extra  over  five  years — 
and  some  analysts  believe  that's  a  low 
estimate. 

Consider  some  of  the  price  tags  on 
new  equipment.  In  World  War  II  a  gull- 
winged  Corsair  fighter  cost  about 
$75,000.  A  Korean  War  Skyraider  attack 
plane  cost  $285,000.  Today  the  F-14 
Tomcat  Navy  fighter  costs  about  $25 
million  and  the  A-6  all-weather  attack- 
bomber  costs  $13  million.  A  carrier  air 
wing — the  Navy  has  12  of  them  for  its  13 
carriers — has  between  70  and  90  of  these 
costly  aircraft.  The  old  "tin  can"  destroy- 
ers have  been  replaced  by  new  models 
that  are  as  big  as  some  World  War  II 
cruisers  and  carry  sub-hunting  helicop- 
ters. The  cost  has  jumped  from  $5  mil- 
lion in  World  War  II  to  $140  million  for  a 
new  Spruance-class  destroyer.  Gone  is 
the  heavy  artillery  of  the  cruiser,  the 
$18.5  million  gunship  of  World  War  II; 
the  Aegis  class  cruiser,  a  modified  ver- 
sion of  the  Spruance  destroyers,  is  armed 
with  guided  missiles  and  costs  about  $1 
billion.  The  piece  of  Plexiglas  and  grease 
pencil  a  petty  officer  once  used  to  record 
enemy  movements  have  been  replaced 
with  elaborate  and  costly  computers. 

Submarines  are  no  longer  $4  million 
surface  vessels  that  can  hide  under  wa- 
ter. Today  they  are  nuclear-powered  and 
only  come  to  the  surface  entering  or  leav- 
ing port.  Each  Trident  submarine  and  its 
24  Trident- 1  missiles,  the  Navy's  arm  of 
the  strategic  air,  sea  and  land  nuclear 
forces,  costs  about  $2  billion. 

There  aren't  many  weapons  as  simple 
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as  the  old  50-caliber  machine  gun,  either. 
The  Navy  says  Sparrow  air-to-air  mis- 
siles cost  $155,000  each  and  the  heat- 
seeking  Sidewinder  is  going  for  $103,000 
a  missile.  Phoenix  air-to-air  missiles  cost 
about  $1  million  each  and  the  bulk  of 
what  the  U.S.  has  went  with  the  carriers 
to  the  Indian  Ocean.  "There  weren't  a  lot 
of  other  Phoenixes  in  the  whole  world," 
admits  one  vice  admiral. 

A  giant  nuclear-powered  aircraft  carri- 
er costs  about  $2  billion,  but  the  aircraft 
aboard  add  another  $2  billion — and  if  you 
have  an  aircraft  carrier,  you  need  cruis- 
ers, destroyers  and  frigates  to  guard  it. 
The  cost  runs  more  than  $10  billion  for  a 
battle  group. 

Looking  at  these  costs,  looking  at  the 
tax  burden  Americans  are  already  carry- 
ing, looking  at  the  other  needs  of  our 
society,  one  is  tempted  to  say:  "We  can't 
afford  to  be  a  world  power;  let's  pull  back 
to  Fortress  America."  But  you  can  refute 
that  argument  with  a  single  word:  oil. 
Were  the  U.S.  not  a  world  power,  the 
Soviets  and  their  friends  probably 
wouldn't  lose  a  day  in  grabbing  the  Mid- 
dle East's  oil.  It  is  questionable  whether 
U.S.  nuclear  power  alone  would  deter 
this — any  more  than  it  kept  Khomeini 
from  kidnapping  50  U.S.  diplomats.  The 
Arabs  know  it.  The  Soviets  know  it. 
Only  Americans  sometimes  act  as  if  this 
were  not  so. 

So,  the  question  isn't:  Can  we  afford  a 
modern  navy?  The  question  is:  Can  we 
afford  not  to  have  one?  Gradually,  under- 
standing is  dawning.  "Enough  people  are 
now  alert  to  the  problem  that  we  can  do 
some  catch-up,"  says  Senator  Charles 
Mathias  (R-Md.). 

If  the  national  defense  issue  takes  hold 
during  the  fall  campaign,  Carter  is  in  for 
heavy  flak.  In  his  Administration,  the 


U.S.'  military  position  has  deteriort 
and  continues  to  deteriorate.  In  the 
four  years  his  Department  of  Dei 
has  offered  the  Congress  four  diffq 
five-year  shipbuilding  programs. 
1977  Carter  shipbuilding  plan  wai 
build  160  ships.  That  dropped  to  70  s, 
in  1978  and  67  ships  in  1979.  This  yj 
program  was  for  97  ships— a  step  in 
right  direction — but  just  a  few  moi 
ago,  the  President  sent  a  letter  to 
fense  Secretary  Harold  Brown  orde 
the  military  to  stop  whining  about  p 

Contradicting  himself  for  the  u 
teenth  time,  Carter  went  to  Norfolk 
promised  thousands  of  sailors  on  the 
ner  Nimitz  he  would  fight  for  mere 
benefits — a  proposal  that  was  alr< 
pending  in  Congress — and  returns 
Washington  only  to  complain  aboul 
size  of  the  defense  budget. 

Presumed  Republican  challenger  1 
aid  Reagan  has  hammered  away  on 
need  for  a  strong  national  defense, 
pronouncements  about  the  Navy  ha' 
far  been  confined  to  the  need  to 
ahead  of  the  Soviet  buildup  and  dev 
new  techology.  Independent  candi 
John  Anderson  is  on  both  sides  of) 
rearmament  question.  He  has  come 
against  the  MX  missile  and  the 
bomber,  but  he's  in  favor  of  Trident 
marines  and  missiles  and  higher  pa- 
the  military.  An  Anderson  spokes 
explains  that  the  Trident  is  more  e 
ronmentally  sound  than  the  MX  and 
higher  pay  for  the  military  will  obi 
the  need  for  draft  registration. 

Meanwhile,  the  Naval  War  Colli 
Professor  West  compares  the  Navy  tfl 
Washington  Redskins  of  a  few  years 
"They  were  in  reasonably  good  cc 
tion.  They  were  experienced.  A  : 
team.  But  without  adequate  draft  pi 
they  were  feeding  off  the  capital  inj 
ment  of  yesterday." 

In  an  article  that  so  clearly  advoc 
rearmament  as  this  one  does,  it  is 
fair  to  ask:  Okay,  but  how  much  w 
cost?  Shortages  of  skilled  manpower 
equipment  problems  are  by  no  m 
confined  to  the  Navy.  The  Congress 
already  formally  put  the  price  of  ir 
taimng  the  U.S.  military  with  9 
buildup  at  $1  trillion  over  the  next 
years.  That  only  includes  part  of  the  J 
$100  billion  for  the  Navy.  Even  tha 
trillion  could  grow,  depending  on  \ 
happens  to  controversial  proposals 
the  MX  missile,  the  B-l  bomber,  the 
air  transport  and  big  pay  hikes  for  al 
services.  So  there  it  is:  upward  of 
billion  a  year  on  top  of  the  current  r 
tary  budget  of  $150  billion.  What 
that  do  to  hopes  for  a  balanced  budge 
plays  hell  with  them,  but  consider 
alternative.  The  Soviets  read  the  pr 
lessons  from  the  Cuban  missile  c 
and  acted  upon  them.  We  did  not.  I 
we  are  going  to  have  to  pay  for 
complacency.  ■ 

FORBES,  JULY  2  . 


Knowing  what  it's  worth 
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to  market.  But  we  did  help  the 
Peach  State  with  the  value  of 
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■S  TO  BUSINESS 


ME  js  Answer  Bank  has  some  interesting  new  facts  for 
ivertisers  to  the  business  and  financial  communities. 


TIME's  Answer  Bank  is  the  largest 
ngle  source  of  vital  marketing  information 
i  the  magazine  industry.  There's  nothing 
se  like  it. 

The  long  list  of  reports  and  data  avail- 
Die  from  the  Answer  Bank  can  give  you 
ew  insights  into  who  buys  business  and 
idustrial  equipment,  where  these  sales  are 
lade,  the  effectiveness  of  corporate  adver- 
ting. And  a  lot  more. 

Even  if  you  have  your  own  extensive 
ata,  specialized  studies  available  from  the 
nswer  Bank  might  help  you  further 
gfine  your  sales  potential  and  refine  your 
larket  thrust. 

And  what  if  you  happen  not  to  be 
>ecifically  interested  in  advertising  to  busi- 
2ss  and  financial  circles?  TIME's  Answer 
ank  can  give  you  the  same  kind  of  infor- 
tation  assistance  whatever  your  field.  The 
isearch  people  we  use  are  the  finest.  Our 
imples  are  fastidiously  drawn.  And 
asides  our  array  of  market  studies,  we 
rovide  an  abundance  of  "real  world" 
ata,  such  as  Census  and  Bureau  of  Labor 
tatistics  information.  We'll  also  provide  in- 
spth  analysis  of  syndicated  research. 

The  adjacent  box  contains  a  small 
sample  of  the  various  kinds  of  data  we 
an  provide.  If  any  is  of  interest  to  you  or  if 
du  have  any  other  inquiries,  write  on  your 
itterhead  to  Seth  Bidwell,  Director  of  Mar- 
eting  Services,  TIME,  TIME/LIFE  Build- 
ig,  Rockefeller  Center,  N.Y.,  N.Y.  10020. 
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Russia  may  have  the  edge  in  tanks,  attack 
submarines  and  nuclear  warheads,  but  can  it 
catch  up  with  our  K-9  corps  in  kennels? 


The  dog  palace 


By  Beth  Brophy 


Just  when  folks  are  about  con- 
vinced the  military  needs  more 
money,  they  get  into  some  dog- 
gone foolishness  .  .  .  like,  for  example, 
the  $370,000  doghouse  proposed  at  Ft. 
Myer,  Va. 

"It's  not  a  doghouse,  it's  a  kennel  fa- 
cility," insists  Colonel  George  Wyckoff, 
deputy  for  veterinary  activities  at  Walter 
Reed  Army  Medical  Center.  "When  you 
say  'doghouse,'  the  public  thinks  of 
Snoopy  sitting  on  a  two-by-four." 

Snoopy  should  live  so  well.  The  design 
calls  for  grooming  rooms,  running  fields, 


a  hospital  stall,  parking  spaces  for  spe- 
cially equipped  trucks  and  cars  to  chauf- 
feur these  German  shepherds  to  their 
daily  activities — guard  duty  and  bomb 
and  drug  sniffing — plus  hot  and  cold  run- 
ning water  and  toilet  for  the  GI  dog  train- 
ers who  are  on  duty  24  hours  a  day. 

The  dogs  now  live  in  outdoor  dog- 
houses and  work  out  in  spacious  training 
fields.  "Totally  inadequate,"  says  Wyck- 
off. Sanitation  and  keeping  the  dogs  dry 
are  the  biggest  problems.  "There  are 
cracks  in  the  concrete  pavement  which 
harbor  organisms,  so  viruses  spread.  Also 
the  dogs  aren't  protected  from  damp- 
ness. Our  medical  records  show  the  dogs 
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Explosive-sniffing  dog  Duke  and  friend 
Snoopy  should  live  so  well. 


suffer  from  skin  and  foot  abrasions 
it  rains,  snows  or  is  windy." 

If  $370,000  sounds  a  bit  mucl 
Army  reminds  us  that  we're  not  ti 
about  ordinary  mongrels  here, 
talking  about  the  descendants  of  t 
trol  dogs  that  saved  countless  1  i ^ 
Vietnam  by  alerting  GIs  to  bombs, 
traps  and  enemies  in  hiding.  Three- 
dogs  are  specialists.  Duke  and  Th 
expert   explosive   sniffers.  The 
named  Doc  handles  the  narcotics 
The  other  nine  are  general  patn 
attack  dogs  and  not  exactly  overw 
right  now.  About  three  or  four  calls 
in  per  week  requesting  their  sen 
While  there  aren't  any  armed  Viet 
on  the  Ft.  Myer  base,  the  Army  still 
lot  of  money  and  training  time  ini 
in  the  dogs— about  $10,000  to  $11 
each.  "If  you  have  a  $10,000  car  i 
not  going  to  leave  it  outside  in  the 
says  Wyckoff.  "You'll  build  a  garag 

How  does  a  $370,000  kennel  sli 
the  senators  on  the  Armed  Se 
Committee,  which  approved  it  in 
days  of  budget  cuts  and  austerity 
sures?  "My  guess  is  that  it  just  si 
through,"  says  a  Senate  staffer, 
are  a  helluva  lot  of  these  militar> 
struction  programs  in  the  $5.4  b 
budget,  each  for  a  substantial  amoi 
would  be  a  physical  impossibility  fi 
senators  to  discuss  each  item." 

An  aide  to  Senator  John  W 
(R-Va.),  committee  member  and  co 
sor  of  a  bill  to  increase  military  pay 
fits,  disagrees:  "The  committee  vj 
it  as  a  necessary  item.  Because  c 
value  of  the  dogs,  they  are  bett< 
inside.  Without  the  dogs  we  woi 
have  the  capability  to  detect  bom 
the  Pentagon,  the  Capitol  or  any  gc 
ment  buildings."  The  construction 
is  in  Senator  Warner's  state. 

The  $370,000  price  tag  doesn't  ji 
to  brick  and  mortar.  The  constru 
project  consists  of  $74,000  for  the  k 
operations  and  veterinary  services  \ 
ing,  $79,000  for  kennels  for  18  dogs 
though  the  Army  has  only  12 
$117,000  for  utilities  and  site  imp 
ment,  $18,000  for  roads  and  pan 
$40,000  for  a  20,000-square-foot  ex« 
and  training  field  and  another  $4i 
for  demolition  costs. 

The  Army  could  rest  its  case  for  j 
ing  to  provide  the  K-9  contingent  w 
nicer  home  on  other  grounds.  Ul 
other  career  military  personnel,  the 
can't  look  forward  to  retiring  on  ai 
ernment  pension.  When  the  cai 
grow  too  old  for  Army  work  the 
destroyed;  their  expensively  culti 
killer  instinct  makes  them  unfit  for 
lan  life.  "lust  like  racing  animals,  i 
their  best  interests  to  destroy 
when  they  get  old,"  says  Lieutt 
Colonel  Michael  Dickerson,  an 
spokesman. 

Now  about  that  pay  problem  .  . 
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62  to  17,  leaving  hapless  investors  with 
roughly  $3  billion  to  $4  billion  in  losses. 

This  time  it's  different.  As  of  June  30, 
the  NAREIT  index  stood  near  36,  down 
less  than  10%  from  the  recovery  high  set 
last  August  before  Volcker  began  pouring 
cold  water  on  the  economy. 

Over  the  past  five  months,  says  Henry 
Wilf  of  Drexel  Burnham  Lambert,  "REIT 
buyers  outnumbered  sellers  among  insid- 
ers by  nearly  10-toT.  And  from  January  to 
late  June  there  were  over  120  filings  by 
large  corporations  and  other  groups,  stat- 
ing they've  taken  big  positions  in  46 
different  REITs."  Among  the  more  recent 
of  these  corporate  buyers  is  Transamerica, 
which  announced  plans  for  a  substantial 
increase  in  its  8.9%  position  in  $61.5 
million  (assets)  Mortgage  Trust  of  Amer- 
ica. Unicorp  increased  its  stake  in  $48.3 
million  (assets)  San  Francisco  Realty.  Carl 
Lindner's  American  Financial  Corp.  has 
taken  major  positions  in  no  fewer  than 
five  big  REITs,  including  $112.1  million 
(assets)  Kenilworth  Realty  and  $270.3  mil- 
lion (assets)  Triton  Group. 

The  interest  has  sparked  a  number  of 
proxy  fights.  Chicagoans  Clyde  Engle  of 
Telvest,  Inc.  and  lawyer  Nathan  Dardick 
led  the  group  that  recently  seized  control 
of  Milwaukee's  $45.6  million  (assets) 
Wisconsin  Real  Estate  Investment  Trust. 
Philadelphia's  Sidney  Baer  has  been  try- 
ing to  parlay  a  16%  position  into  control 
of  $45.1  million  (assets)  FGI  Investors.  A 


Taking  the  measure  of  the  born  again  REITs 

leasuring  the  value  of  a  REIT  investment  can  be  liabilities  may  be  big,  too.  Below,  25  REITs  ranked  by 
ricky.  Net  worth  is  a  start.  Depreciation  flow  helps,  their  market  value.  The  ratio  of  market  value  to  equity 
.sset  size  can  be  misleading;  if  the  assets  are  big,  the    is  a  clear  signal  of  investor  sentiment  at  the  moment. 

Ratio  of 

Market     Shareholders'     Accumulated      Total  market 


value 

equity 

depreciation 

assets 

value  to 

Recent 

Price  range 

(million*,) 

equity 

price 

(52  weeks) 

Yield 

Dividend 

ecticut  General  Mtg 

$138.5 

$107.0 

$10.8 

$339.3 

1.29 

23% 

27'/s-19 

8.4% 

$2.00 

ral  Growth  Properties 

1 10. 1 

35.9 

25.8 

445.8 

3.07 

17% 

47  -17% 

12.1* 

2.14* 

Jnion  RE 

103.1 

62.5 

40.3 

243.5 

1.65 

18'/2 

19'/2-13'/2 

6.9 

1.28 

worth 

103.0 

48.5 

14.6 

112.1 

2.12 

38% 

39%-24% 

y  Life/Mtg 

87.8 

131.4 

400.9 

0.67 

15'/2 

20%- 1 1  Vi 
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1.85 

Y  Mtg  Inv 

82.8 

87.0 

1.1 

212.2 

0.95 

9'/4 
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77.2 
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370.2 
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20% 
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2.40 
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67.6 

70.5 

4.0 

212.4 

0.96 

17% 

17%- 11 

8.2 

1.40 

Mutual  McxR  Inv 

64.8 

92.8 

182.6 

0.70 

13% 

14%-10'/2 

10.0 

1.39 

)1  Cap  Rlty  Inv 

64.6 

34.0 

20.1 

135.5 

1.90 

32  % 

32'/2-23 

7.8 

2.52 

ard  RE  Inv 

63.1 

101.3 

2.2 

105.4 

0.62 

15% 

19%-13% 

11.2 

1.76 

\mer  Rlty  Inv 

62.4 

61.8 

4.4 

173.5 

1.01 

17'/2 

201/4-12% 

6.9 

1.20 

ington  REIT 

56.1 

23.7 

10.1 

43.0 

2.37 

36J/4 

37% -24% 

6.3 

2.32 

leaky 

49.3 

46.4 

59.1 

1.06 

16% 
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1.25 
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47.0 

78.3 

0.3 

1 73.6 

0.60 
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10.2 

1.01 

[western  Mut  Life  Mtg 

44.0 

90.8 

3.4 
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0.48 

9% 
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10.8 

1.00 

BF)  REIT 

42.7 

22.0 

22.6 

248.4 

1.94 

7Va 
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rty  Cap  Tr 

41.8 

28.4 

47.1 

1.47 

20% 

20%- 12% 

7.5 

1.52 

Investors  SBI 

39.8 

29.9 

4.1 

80.6 

1.33 

23'/2 

24%-18'/4 

10.2 

2.40 

Lstate  Inv  Tr  Amur 

37.6 

36.7 

13.3 

46.1 

1.02 

23 

23%-17 

8.7 

2.00 

i  RE  Invest  Tr 

37.5 

21.9 

23.0 

81.7 

1.71 

24 

24V4-18 

7.9 

1.90 

d  Realty  Tr 

36.1 

63.7 

0.3 

69.6 

0.57 

10 

12'/s-  7  % 

9.9 

.99 

>ust  of  America 

35.4 

56.0 

2.2 

61.5 

0.63 

8% 

9%-  5% 

rancisco  RE  Inv 

34.4 

26.6 

4.7 

48.3 

1.29 

24  % 

25% -19% 

7.2 

1.76 

jr  REIT 

33.0 

9.3 

54.7 

3.55 

30 

31%-15'/2 

4.7 

1.40 

ides  $14.04-a-sharc  capital  gain  distribution  in  1980. 


ms  of  the  last  recession,  many  real  estate 
strnent  trusts  are  beginning  to  look 
ity  attractive  during  this  recession. 


REIT  rally 


By  Howard  Rudnitsky 

R  WELL  OVER  A  YEAR  NOW,  Smart 

loney  has  been  betting  on  the 
iumphal  return  of  real  estate  in- 
lt  trusts  (Forbes,  Aug.  20,  1979). 
;h  share  prices  remain  relatively 
;r  the  past  18  months  or  so  insid- 

astute  corporations  have  been 
buying.  A  major  attraction:  In 
ission,  unlike  in  1974,  the  realty 

remains  tight,  which  means 
LEITs  are  sitting  with  valuable 
es  on  their  books.  The  Tax  Re- 


form Act  of  1976  also  permitted  an  eight- 
year  carryforward  period  for  REIT  losses, 
giving  some  loss-plagued  REITs  another 
potentially  valuable  asset.  And  today 
most  REITs  aren't  locked  into  costly 
construction  loans  as  they  were  in  1974. 

Therefore,  unlike  the  last  recession, 
REIT  prices  have  remained  fairly  stable. 
In  1974  soaring  interest  rates  pushed  the 
cost  of  financing  new  properties  way 
above  projected  rates  of  return,  and  REIT 
prices,  as  measured  by  the  National  As- 
sociation of  Real  Estate  Investment 
Trusts'  share-price  index,  collapsed  from 
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group  of  brokers  from  Houston's  Rotan 
Mosle,  Inc.  is  leading  a  boarding  party 
against  $21  million  (assets)  Henry  Miller 
Realty  Trust  of  Dallas. 

There  are  two  kinds  of  REITs.  Equity 
REITs  buy  and  own  properties,  mortgage 
REITs  supply  financing.  Most  of  the  mar- 
ket interest  is  in  equity  REITs  because 
the  properties  they  bought  or  built  in  the 
early  Seventies  are  now  often  worth 
more  than  book  value.  But  the  interest 
has  spilled  over  to  others  as  well. 

To  defend  themselves  against  acquisi- 
tive, liquidation-minded  outsiders,  some 
REIT  managements,  like  Kenilworth's 
and  Franklin  Realty  Group's,  have  come 
up  with  their  own  liquidation  plans  to 
pass  on  the  difference  between  market 
and  book  value  to  shareholders  directly. 
Others  are  seeking  refuge  in  merger — 
hence  the  current  talks  between  Colum- 
bus, Ohio's  Nationwide  Real  Estate  In- 
vestors and  Old  Stone  Corp.  of  Provi- 
dence, R.I.  Still  others  have  abandoned 
REIT  status  to  become  operating  real  es- 
tate companies.  Instead  of  being  passive 
conduits  of  earnings,  dividends  or  losses, 
they  have  taken  over  defaulted  proper- 
ties and  restored  them  to  income-pro- 
ducing status.  To  do  that,  they've  had  to 
relinquish  their  big  tax-loss  carryfor- 
wards as  the  law  now  stands.  Although 
one  version  of  a  bill  to  restore  carryfor- 
wards recently  failed  in  Congress,  an- 
other effort  will  be  made. 


The  tough  part  about  investing  in 
REITs  is  figuring  out  how  to  value  them. 
Ideally  one  would  want  to  multiply  aver- 
age cash  flow  in  recent  years  by  the  typi- 
cal rates  of  return  for  properties  in  the 
areas  in  which  a  REIT  has  a  stake.  But 
REIT  experts  like  Ken  Campbell  of  Audit 
Investment  Research  and  Droxel  Burn- 
ham  Lambert's  Wilf  think  there's  a 
simpler  way.  The  net  worth  of  equity 
REITs  is  .  frequently  understated,  they 
feel,  because  of  rampant  inflation.  So 
Campbell  adds  back  accumulated  depre- 
ciation. Looked  at  this  way,  he  says, 
equity  REITs  are  selling  at  just  10%, 
rather  than  35%,  above  book. 

Even  that  device  probably  gives  an  un- 
derstated picture.  After  all,  many  real 
estate  developments  have  greatly  appre- 
ciated in  value  in  recent  years.  For  exam- 
ple, when  General  Growth  Properties 
sold  some  older  shopping  centers  this 
year,  it  picked  up  a  capital  gain  of  $90 
million  ($15  a  share)  or  nearly  V/i  times 
its  total  equity  before  the  transaction. 

At  the  other  end  of  the  spectrum  is 
long-troubled  Triton,  formerly  Chase 
Manhattan  Mortgage  &  Realty.  Having 
once  had  nearly  $1  billion  in  assets,  the 
Chase  trust  ran  up  almost  $300  million 
in  debts.  Now  it's  out  of  bankruptcy,  but 
there's  not  much  left  over  for  sharehold- 
ers, including  those  creditors  who  had  no 
choice  but  to  become  shareholders.  Tri- 
ton has  about  $42  million  in  net  assets. 


But  because  the  trust's  creditors  h 
take  stock — convertible  debenture 
preferreds — the  dilution  potenti 
enormous.  According  to  a  Triton  sp 
man  there  could  be  62  million  a 
outstanding  should  everyone  conv 
all  warrants  were  exercised,  the 
could  be  75  million  shares.  That  \ 
out  to  a  net  worth  of  69  cents  a  sh. 
so;  Triton's  share  price  in  mid-|unt 
ered  around  70  cents.  On  the  surfac 
bargain. 

Why  then  did  American  Finar 
Lindner  buy  Triton  bonds,  conve 
into  stock,  back  in  April  and  May,  v 
if  converted  could  give  his  compa 
much  as  19%  of  Triton's  common? 

Lindner  isn't  telling,  but  some  an; 
figure  he's  looking  at  Triton's  $14" 
lion  worth  of  potential  tax-loss  car 
wards.  Those  tax  losses  do  not  e 
until  the  late  Eighties,  and  Lindr 
buying  them  for  almost  nothing, 
he  may  be  betting  on  is  that  Tr: 
management  will  be  able  to  acquire 
itable  operations  to  shelter  from  1 
Meanwhile,  over  the  next  few  year 
ton's  real  estate  could  increase  in  vj 

Lindner  will  have  to  be  pal 
There's  no  dividend.  But  if  yoi 
American  Financial  you  can  afford 
patient.  For  the  average  investor 
are  lots  of  REITs  that  pay  substs 
dividends  (see  table).  And  they  are 
likely  to  be  cut.  ■ 
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ia  thought  it  was  smart  to  tell  its  custom- 
11  about  its  planned  new  jet.  Trouble  was, 
rival  Learjet  was  listening. 


•avid  zaps  Goliath 
at  5 1 ,000  feet 


By  Paul  Gibson 


vy  rank  as  the  worst  commercial 
ider  yet  made  in  the  $2.6  billion 
:ral  aviation  market.  In  late  1976 
Aircraft  Co.,  the  world's  largest 
f  small  piston-engined  craft,  an- 
I  the  first  all-new  business-jct- 
be  made  in  the  U.S.  in  a  decade, 
ited  to  alert  potential  customers 
e  had  coming  to  market,"  ex- 
Cessna  spokesman, 
ews  alerted  nobody  more  than 
s  at  Gates  Learjet  Corp.  "They 
have  hoisted  a  more  meaningful 
signal  for  us  if  they  tried,"  says 
President  Harry  Combs.  "We 
ting  there  fat,  dumb  and  happy, 
a  new  plane  even  on  the  drawing 

t  had  a  hammerlock  on  the  biz- 
;et.  Cessna  had  a  couple  of  fan- 
they  were  slower  than  the  Lear- 
idy  aloft.  Cessna's  proposed  Ci- 
[  threatened  to  strike  directly  at 

Achilles'  heel — its  low  cabin 

Even  Combs,  a  burly  six-footer, 
s    about    them:    "They're  so 

low  you  spend  your  time  on 

the  fetal  position." 

s  ordered  his  engineers  to  get  a 

le  aloft  even  if  it  meant  a  model 

petitive  than  Cessna's. 

urned  out,  Learjet  got  lucky.  The 

i  Aeronautics  &  Space  Adminis- 

lad  just  invented  what  the  trade- 


calls  winglets.  Located  at  the  ends  of  a 
wing,  these  look  and  act  like  sails  on  a 
boat.  By  reducing  drag  and  increasing 
lift,  winglets  markedly  raise  fuel  efficien- 
cy by  as  much  as  25%.  NASA  made  the 
design  available  to  all  planemakers,  but 
Learjet  was  the  first  to  recognize  its  sig- 
nificance. It  redesigned  an  existing  mod- 
el to  take  winglets,  then  added  them  to 
its  challenger  against  Cessna's  Citation 
in,  which  chose  to  ignore  this  develop- 
ment. Thanks  to  winglets,  Learjet's  new 
50  series  models,  the  aptly  named 
Longhorns,  are  both  larger  and  heavier 
than  anything  Learjet  previously  flew, 
yet  burn  scarcely  more  fuel  while  carry- 
ing two  extra  passengers  with  plenty  of 
headroom.  "You  should  have  seen  those 
Cessna  engineers  crawling  all  over  it 
when  we  unveiled  the  Longhorn  at  a 
trade  show,"  chortles  Combs. 

Any  new  plane  could  hardly  have  been 
better  timed.  Demand  for  bizjets  is  at  an 
alltime  high,  with  retail  sales  in  the  U.S. 
around  400  units,  double  1974's  level. 
Learjet  and  Gates  make  two-thirds;  the 
rest  is  split  between  six  other  makers, 
mostly  owned  by  foreign  governments. 
No  longer  solely  a  status  symbol,  these 
jets  are  viewed  as  essential  transporta- 
tion for  executives  visiting  plants  in 
towns  the  scheduled  airline  carriers 
stopped  servicing  after  deregulation.  Of 
the  14,000  airstrips  in  the  U.S.,  commer- 
cial airlines  visit  barely  350,  with  a  like 
number  serviced  only  by  commuter  air- 


lines. "Among  our  buyers  the  image- 
makers  like  Jack  Nicklaus  are  now  con- 
spicuous by  their  absence,"  says  a  Lear- 
jet salesman.  In  their  place  are 
companies  such  as  Eaton  Corp.,  which 
recently  bought  its  seventh  Learjet,  and 
Xerox  Corp.,  which  employs  18  pilots 
and  runs  what  is  virtually  its  own  airline. 

The  Learjet  Longhorn  appears  a  sure- 
fire  winner.  Already  the  Federal  Aviation 
Administration  has  cleared  its  wing  to  fly 
at  51,000  feet;  among  commercial  planes 
only  the  Concorde  now  travels  that  high. 
The  advantage:  At  that  altitude  a  plane 
gets  more  miles  per  gallon  and  flies  above 
most  thunderclouds.  Learjet  hopes  the  50 
series  plane  will  be  fully  certified  this 
November  and  that  the  first  of  the  140 
models  on  order  (at  $4  million  a  copy)  will 
be  delivered  only  weeks  later. 

There  are  no  smiles  across  the  tarmac 
at  Wichita  Mid-Continent  Airport  in 
Kansas  where  Cessna  also  keeps  part  of 
its  headquarters.  Ask  a  Cessna  spokes- 
man about  orders  for  the  Citation  ID  and 
he  snaps,  "That's  not  a  meaningful  figure 
until  we  begin  deliveries."  He's  raising  a 
touchy  topic.  Cessna  Chairman  Russ 
Meyer  last  month  blushingly  told  cus- 
tomers that  delivery  of  the  Citation  IE 
would  begin  in  October  1982  instead  of 
July  1981  as  once  planned,  because  of  a 
series  of  production  problems. 

Apparently  Cessna  has  compounded 
its  commercial  blunder  with  a  produc- 
tion snafu.  While  orders  for  its  small, 
piston-engined  planes — used  more  by 
small  companies  and  sportsmen — van- 
ished with  the  recession,  Cessna  tried  to 
keep  jet  output  high.  It  overlooked  the 
parts  shortage  caused  by  a  bottleneck  in 
the  nation's  overworked  forges  and  ran 
short  of  such  parts  as  landing-gear  forg- 
ings  and  thrust  reversers. 

Soon  Cessna's  plants  were  bulging 
with  partially  built  planes,  and  the  value 
of  its  unfinished  inventory  ballooned.  As 
Cessna  ordered  mass  layoffs,  word 
spread  through  Wichita  that  the  com- 
pany was  in  a  severe  cash  bind.  In  March 
Moody's  Investors  Service  downgraded 
its  commercial  paper  and  in  April  Cessna 
halved  its  dividend. 

"Unless  Cessna  soon  gets  itself  sorted 
out  it  must  be  considered  a  takeover 
target,"  says  Michael  Carstens  of  A.G. 
Becker's  New  York  office,  while  Bear 


rjet's  Ixmghorn  ( left)  versus  Cessna's  Citation  111 

»r  to  win  the  executive  jet  race,  Cessna  tripped  over  its  own  public  relations  and  now  lags  further  behind  Learjet. 
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Sign  your  car 
and  catch  a  car  thief. 

Last  year  Americans  bought  twenty  million  automobiles,  and 
stole  one  million  more.1 

Now  paying  for  cars  and  car  insurance  is  too  hard  to  let  steal- 
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ingcars  be  that  easy.  And  some  pretty  primitive  precautions— not 
to  mention  sophisticated  laws  that  would  make  trafficking  in  stolen 
cars  a  Federal  offense — can  help. 

The  owner's  name,  scratched  into  the  inside  of  the  gas  cap,  was 
evidence  needed  to  reunite  a  Texas  man  with  his  stolen  pick-up 
truck. 

A  Detroit  Cadillac  owner  helped  police  identify  his  stolen  car 
by  remembering  birdseed  spilled  under  the  back  seat.  (The  thief  is 
now  roosting  in  the  federal  coop.) 

Your  business  card,  dropped  down  window  channels  into  doors 
or  secreted  in  places  only  you  will  remember,  will  serve  the  same 
purpose.2  And  even  simpler  than  "signing"  your  car  is  locking  it. 

In  Boston,  for  example,  where  1  out  of  every  35  cars  was 
stolen  in  1975,  a  "Lock-your-car"  campaign  run  by  the  National 
Auto  Theft  Bureau  helped  cut  theft  26%  in  two  years.3 

One  last  word  of  advice.  Before  you  buy  the  expensive  options 
that'll  make  your  car  wore  attractive  to  car  thieves,  buy  the  anti- 
theft  device  options  that'll  make  it  less  attractive.4 

Auto  theft  can  be  cut.  Auto  insurance  costs  can  be  controlled. 
Don't  underestimate  your  own  influence.  Use  it,  as  we  are  trying 

iEtna 

wants  insurance  to  be  affordable. 

•Auto  theft  is  no  longer  a  hard-to-find  spots.  Use  your  ently  "hidden"  above  the  visor,  in  down  a  professional  thief,  but  the 

'cottage  industry":  it's  a  huge  imagination:  the  more   unique  the  glove  compartment  or  under  more  time  it  takes  him,  the  more 

•acket  that  costs  the  American  your  hiding  place,  the  more  ex-  the  driver's  seat.  Locking  your  chance  he'll  be  caught.  Locking 

people  $2  billion  a  year.  asperating  to  a  thief!  car  won't  protect  it  from  a  pro-  systems,  cut-off  switches  and 

2The  National  Auto  Theft         3About  20%  of  stolen  cars  fessional  thief,  but  it  will  protect  security  alarms  are  all  available 

3ureau  also  suggests:  using  a  are  driven  away  with  the  keys  it  from  the  joy-riding  teenagers  at  auto  supply  stores, 

/ibrator  pencil,  etch  the  vehicle  the  owner  left  in  the  ignition:  in  who  account  for  many  thefts, 

dentification  number  in  several  another  20%,  keys  are  transpar-         4 These  devices  only  slow 


-Etna  Life  &  Casualty, 
151  Farmington  Avenue, 
Hartford.  CT  06156 


LIFE  &  CASUALTY 


Stearns'  aviation  analyst,  Steven  Slaw- 
son,  sees  Cessna's  1980  earnings  being 
eut  almost  in  half  to  $1.25  a  share.  In 
sharp  Contrast,  he  expects  Learjet,  which 
in  its  fiscal  year  ended  Apr.  30  earned 
$2.54  a  share  on  $351  million  revenues, 


to  almost  triple  its  net  income  over  the 
next  two  years. 

General  aviation  is  a  notoriously  fickle 
business.  But  this  time  at  least  tiny  Lear- 
jet, still  only  a  third  the  size  of  $1  billion- 
plus  Cessna,  appears  to  have  scored  a 


notable  victory  over  the  industry  leajl 
Even  so,  longtime  flyer  Harry  Com 
sagely  continues  to  remind  his  eolleaal 
at  Learjet,  "In  this  business  the  clalf 
error  is  to  think  you  have  the  ultirrj| 
airplane."  ■ 


Rock  the  boat! 


A  lot  of  people  thought  Charlie  Gates,  president  of  family- 
owned  Gates  Rubber  Co.,  was  crazy  when  he  went  into  the 
jet  aircraft  business.  To  this  day,  Gates  wonders  what  his 
father  would  have  said.  "Before  I  took  over  the  family  bus- 
iness," recalls  Gates,  "my  father  said,  'Whatever  you  do, 
don't  take  any  risks.'  "  Gates,  now  59,  silver-haired  and  still 
thin  as  a  pole,  grins  at  the  memory.  "My  father  said  I 
wouldn't  need  to  endure  the  scary  times  he  bad.  He  told  me, 
'Son,  don't  rock  the  boat.'  " 

The  elder  Gates  had  in  1911  paid  $3,500  for  a  faltering 
mail  order  business  making  leather  bands  that  fastened 
over  automobile  tires  to  increase  mileage.  Over  the  next 
five  decades  he  expanded  into  tire  manufacturing  and  into 
rubber  belts  and  hoses.  At  his  death  in  1961  he  bequeathed 
his  son  and  four  daughters  ownership 
of  a  broadly  based  rubber  company 
with  $139  million  in  sales.  Charlie 
Gates  immediately  began  rocking  the 
boat.  Risks?  He  soon  had  Denver- 
based  Gates  Rubber  dabbling  in  one 
thing  after  another — from  automated 
egg  farms  to  lead-acid  batteries,  from 
overland  trucking  to  mutual  fund 
management. 

An  aviation  buff,  Gates  paid  about 
$30  million  in  1967  for  control  of  ail- 
ing Lear  Jet  Industries  on  the  advice  of 
a  flying  buddy,  Harry  Combs.  They 
figured  Gates  could  succeed  in  the  na- 
scent market  for  business  jet  airplanes 
where  innovative  William  P.  Lear  was 
running  out  of  money.  It  wasn't  that 
easy.  By  August  of  1971  Gates  was 
cooling  his  heels  in  an  anteroom  to  the  Los  Angeles  offices 
of  Chairman  Thomas  V.  (ones  of  Northrop  Corp.,  hoping  to 
be  bailed  out.  Gates  says  Jones  kept  him  waiting  for  two 
hours,  and  then  in  the  space  of  ten  minutes  curtly  refused  to 
take  over  Learjet  for  $1  plus  sundry  debts. 

That  rejection  was  about  the  best  thing  that  ever  hap- 
pened to  Gates.  Educated  at  MIT  and  Stanford,  he  is,  despite 
the  casual  clothes  he  favors,  a  tough  and  disciplined  man- 
ager, as  skilled  in  finance  as  he  is  in  hunting  elk. 

Gates  turned  for  help  to  his  friend  Combs.  Together  they 
replaced  the  Learjet  dealers  with  a  dircct-trom-the-factory 
sales  team.  That  plus  some  modest  design  changes  to  its 
planes  started  Learjet  on  a  dramatic  ascent.  Within  a  year 
Learjet  was  in  the  black  and  its  sales  were  approaching  $60 
million.  By  1976  they  were  at  $172  million.  In  its  fiscal  year 
ended  this  April,  Learjet  grossed  $351  million  and  earned 
$13.3  million. 

Today  Learjet  boasts  a  $1  billion-plus  order  backlog  that 
should  enable  it  to  fly  unscathed  through  this  recession. 

Charlie  Gates'  original  investment  in  Learjet  paid  off 
handsomely,  but  what  about  those  other  diversifying 
moves?  All  quite  logical,  says  Gates,  explaining  that  he 
sought  faster  growth  in  things  like  farming  and  trucking 
than  seemed  possible  in  rubber.  Trouble  was,  truckers  and 
farmers  alike  soon  figured  Gates  was  competing  directly 
with  them  and  retaliated  by  threatening  to  boycott  equip- 
ment containing  his  rubber  products.  So  Gates  sold  out 
almost  as  quickly  as  he  had  bought  in.  Mutual  funds?  "That 


President  Charles  dales  of  Gates  Rubbe) 
Zesty  topic  for  the  Happy  Hour. 


was  when  I  was  really  in  my  gunslinger  days,"  chucklei 
Gates,  who  today  manages  $600  million. 

As  it  turned  out,  Gates'  fears  about  a  slowdown  in  growtl) 
were  unfounded.  Since  1973  Gates  Rubber  has  easily  doui 
bled  its  volume  to  around  $600  million.  If  Gates  Rubbe 
hardly  qualities  as  a  household  name  it's  because  most  of  it 
products  are  sold  to  manufacturers  and  dealers  rather  thai) 
directly  to  consumers.  With  13  domestic  and  9  oversea) 
plants,  Gates  Rubber  is  the  world  leader  in  hoses  and  in  V) 
belts.  Invented  in  1917  by  John  Gates,  Charlie's  uncle,  th< 
V-belt  remains  the  most  efficient  system  of  power  trans) 
mission,  and  Gates  is  the  largest  producer.  Gates  Rubber  u 
no  longer  in  tires,  having  wisely  liquidated  that  operation  iij 
1973  almost  two  years  before  the  debacle  in  radial  tires. 

As  a  private  company  Gates  Rubbe 
doesn't  reveal  its  profits,  but  a  gooi) 
guess  at  the  bottom  line:  around  $3(1 
million.  There's  more  to  Gates,  tool 
real  estate  and  the  A  Bar  A,  perhaps 
Colorado's  poshest  dude  ranch.  Th« 
whole  operation,  counting  the  aircrafl 
company,  will  probably  gross  $1  bil 
lion  in  1980,  ranking  it  among  the  3u 
largest  private  companies  (Forbes) 
June  23).  "We  would  probably  be  a  $3) 
billion-to-$4  billion  company  today,  1 
remarks  Gates  almost  offhandedly,  "i| 
I  thought  it  would  be  more  fun  to  gq 
the  public  route,  and  parlay  some  aq 
quisitions  and  mergers." 

Is  that  a  hint?  An  intensely  privati 
man,  Charlie  Gates  rarely  talks  to  th| 
press.  So  why  has  Gates  invited  J 
Forbes  reporter  this  morning  to  walk  past  the  elephafl 
tusks  gracing  his  door  and  enter  his  otherwise  modest  offic)! 
atop  what  was  once  a  factory  for  Ford  Model  T  cars?  We  pu;i 
the  obvious  question. 

"No,"  replies  Gates  thoughtfully.  "We're  not  interested  ill 
selling  our  stock."  No  need  to,  he  explains.  Control  of  th| 
rubber  company  is  held  in  a  family  trust  that  will  last  an 
least  50  years  after  Gates'  death.  The  rubber  company  own| 
two-thirds  of  Learjet's  stock.  A  possibility,  he  acknowll 
edges,  would  be  to  merge  Gates  Rubber  and  Gates  Learjel 
and  use  Learjet's  stock  for  further  acquisitions.  There's  alsfl 
the  question  of  succession;  Gates  calls  himself  a  hands-on 
manager,  but  the  years  are  passing.  His  son  is  an  architec 
and  refuses  to  join  the  business.  Harry  Combs  is  67  anc 
spent  much  of  the  past  year  writing  an  impressive  biogfa 
phy  of  the  Wright  brothers. 

A  sign  of  how  slim  top  management  has  become:  Learje 
last  July  reached  out  to  Australia  to  sign  B.S.  (Bib)  Stillwelll 
52,  a  former  racing  car  champion,  as  its  top  marketing  mar 
and  possible  replacement  for  Combs.  Having  a  more  broadl] 
tickled  stock  might  attract  top-notch  outside  management. 

Charlie  Gates  was  born  in  1921  in  the  back  of  the  family 
ear  near  Morrison,  Colo,  as  his  parents  raced  at  60  mph  tti 
the  hospital.  In  a  sense  he's  never  slowed  down.  Makes  you 
wonder  what  old  man  Gates  was  thinking  when  he  advisee 
caution  to  a  son  like  that.  Gates  just  smiles  and  says:  "Yoi  []] , 
must  admit,  for  cocktail  conversation  it's  a  helluva  lot  mort 
fun  to  talk  about  executive  jets  than  V-belts."— P.G. 
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caling  the  corporate  heights— with  America's  Sports  Newsweekly 


raorate  advertisers  like  AT&T,  ARCO,  Bethlehem 
v\,  (General  Motors,  Goodyear,  IBM,  ITT, 
ckwell  International,  TRW  and  Texaco  all  use 
ORTS IU  iUSTRATED  for  different  reasons. 

But  one  vital  thing  that  all  these  companies  have 
jommon  is  the  discovery  that  serious  advertising 
s  serious  attention  in  SPORTS  ILLUSTRATEDs 
rate,  timely,  colorful  environment.  These  COmpa- 
s.  and  more  like  them,  realize  that  SPORTS 
LUSTRATED  makes  it  possible  lor  them  to  reach  a 
^e  audience  of  upscale  readers— decision-  makers, 
aness  leaders,  the  informed  public— when  such 
ders  arc  responsive  and  absorbed  in  the  world 
iports. 


And,  indeed,  the  world  oi  business  and  the"  world 
ol  sports  have  much  in  common:  performance, 
achievement,  teamwork,  excellence.  No  wonder, 
when  it  comes  to  the  important  business  ol  mixing 
business  with  pleasure,  more  and  more  companies 
have  turned  to  America's  Sports  Newsweekly. 

For  more  information  on  corporate  advertising  in 
SI,  call  or  write  Bob  Kohansky,  ( iorporate  Advertising 
Manager,  (212)  841-2811;  Sports  Illustrated, 
Rockefeller  Center,  New  York,  NY  10020. 

Sports  Illustrated 

16,000,000  readers  buy  what  's  in  it. 
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Grumman  is  in  the  tran: 
portation  equipment  busines 
With  efficient  buses  and  true  » , 
that  use  less  energy  to  movel^ 
people  and  products. 


A  COMFORTABLE  BUS  THAT'S 
A  FUEL-SAVING  PEOPLE-MOVER. 
AN  IDEA  WHOSE  TIME  HAS  COME. 


During  the  80's,  Amerii 
will  need  60,000  new  transii 
buses  to  replace  aging  fleets 
and  expand  mass  transit  sys 
terns.  The  Grumman  Flxible 
870®  will  help  to  meet  this  ne 
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:housands  of  new  comfort- 
lightweight  buses  rolling 
ir  production  line  every 

HEIGHT,  DURABLE 

<UM  TRUCK  BODIES. 

IER  IDEA  WHOSE  TIME  HAS  COME. 

Grumman  has  built  more 
120,000  =^r- 
inum  truck  BEmBn  ^ ' 

;s  since 
rst  model 
M.  Tough 
iman  aluminum 
s  carry  greater  payloads 
:  consuming  less  fuel, 
svery  Grumman  truck  is 


engineered  and  tested  to  comply 
with  all  applicable  Federal 
Motor  Vehicle  Safety  Standards. 
Some  30 -year- old  Grumman 
aluminum  truck  bodies  are 
still  in  service  today— having 
been  remounted  on  as  many  as 
six  chassis.  Not  surprising  when 
you"  consider  that  the  aluminum 
resists  corrosion  and  doesn't 
rust  or  rot. 

"NO  CAS" 
ELECTRIC  TRUCKS. 

ANOTHER  IDEA  WHOSE  TIME  HAS  COME. 

Grumman  expertise  in 
building  fuel-saving  aluminum 
truck  bodies  is  being  applied  to 
the  development  of  "workhorse" 
delivery  vehicles  for  the 
petroleum-short  decades  ahead. 

A  prototype  Grumman 


delivery  service 
market  is  being  tested  at  our 
Sturgis,  Michigan,  plant. 

For  more  about  Grumman's 
involvement  in  the  business  of 
energy-efficient  transportation 
equipment,  write: 
Grumman  Corporation, 
Dept.  GO? 

Bethpage,  New  York  11714. 


50  years 


It's  no  disgrace  to  find  your  company's  name 
on  the  following  lists.  Some  of  these  stocks  will 
be  big  winners  in  the  next  12  months. 


Loaded 
laggards 


Statistical  Spotlight 


Couth  Dracula  would  have  loved 
these  lists.  While  everyone  else  is 
off  chasing  oil  service  stocks  and 
defense  stocks,  he  would  have  his  pick  of 
an  ever-lengthening  list  of  ghoul's  gold — 
stocks  worth  far  more  dead  than  alive. 
While  it's  no  rarity  in  this  undervalued 
stock  market  for  a  stock  to  be  selling 
around  book  value,  how  can  you  sneer  at 
discounts  from  book  of  60%  and  more? 

Think  like  Dracula  for  a  moment. 
They  used  to  call  it  tombstone-watching. 
Do  you  really  have  to  worry  much  about 
the  immediate  prospects  of  the  boating 
industry  when  you  can  buy  $3.02  worth 
of  Outboard  Marine  assets  for  every  dol- 


lar you  invest?  Now  look  at  it  over  time. 
Back  in  1971  you  would  have  gotten  only 
1 1  cents'  worth  of  Jewelcor  assets  for 
every  dollar  you  invested  in  that  stock. 
But  today  you  would  be  buying  $3.32  in 
assets. 

It's  no  secret  that  when  discounts 
from  book  value  are  that  steep  they  tend 
to  attract  tender  offers.  In  October,  for 
example,  swimsuitmaker  Jantzen  was 
selling  at  a  book/price  ratio  of  1.73 — 
roughly  60%  of  book  value.  A  few 
months  later  Blue  Bell  paid  out  $30  a 
share  for  fantzen,  giving  Dracula  a  tidy 
94%  gain  on  his  investment. 

What  does  the  Count  tell  his  broker  to 


look  for  over  there  in  Transylv; 
Three  things.  First,  a  stock  selling 
below  book  value — say  at  least  a  1 
price  ratio  of  1.79  or  higher.  Second 
to  be  on  the  safe  side,  the  compan; 
to  have  positive  net  working  ca] 
And  third,  to  be  safer  still,  it  has  to 
been  in  the  black  for  the  past  12  mon 

That  gives  you  a  list  like  the  first  t| 
Most  of  the  companies  on  this  listJ 
sell  for  less  than  net  working  ca| 
current  assets  minus  all  debt  and 
f erred  stock.  They  are  worth  more 
than  alive  even  if  their  plant  and  e< 
ment  are  worthless. 

If  you're  as  discriminating  about 
ghoul's  gold  as  Dracula  can  afford  to 
this  market,  there's  a  further  test 
gives  you  a  reading  of  a  company's 
tive  health:  the  ratio  of  total  debt 
unfunded  pension  liability  to  cash 
In  other  words,  how  fast  can  the 
pany  liquidate  all  its  debt  and  unfu 
pension  liability  with  its  cash 
When  you're  tombstone-watching 
tend  to  think  in  such  drastic  terms 
it's  a  useful  guide.  By  this  meJ 
Springs  Mills  could  knock  out  its  de 
just  a  year  and  a  half,  whereas  it  w 
take  unfortunate  Bobbie  Brooks  ove 
years  to  do  the  same  thing. 

You  may  well  ask:  Who  wants  toj 
around  with  this  ghoulish  stuff?  Wh 
stick  to  oils  and  golds  and  gam 
stocks — where  the  live  action  is? 
answer  is  in  the  table  on  the  opp 
page;  it  shows  some  big  winners 
our  Oct.  15,  1979  list  of  undervalue 
curities.  Quite  a  number  did  handso 
in  a  stock  market  that,  on  balance, 
nowhere.— Steve  Kichen 
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Loaded  laggards 


All  of  these  companies  are  priced  at  50%  discount  or 
more     from     their    book     values.     Ghoul's  gold? 


Net 

Total 

Book 

Book  value 

working 

debt  + 

value 

per  dollar 

Latest 

Net 

capital 

Average 

pension 

per  dol- 

Book 

of  stock 

Price 

12-month 

working 

per  dol- 

earned 

liability' 

lar  of 

value 

price: 

range 

earnings 

Present 

capital 

lar  of 

on  net 

1979 

stock 

Recent 

per 

range 

1970 

per 

P/E 

per 

stock 

net  worth 

cash 

Indicai 

Company 

price 

price 

share 

1970-79 

present 

share 

ratio 

share 

price 

1970-79 

flow1 

yielc 

Jewelcor 

3.32 

3% 

$12.04 

5.31-0.11 

37%- 

1% 

$0.51 

7.1 

$  4.07 

1.12 

14.3% 

17.3 

Sheller-Globe 

3.09 

5% 

17.42 

2.52-0.25 

32'/8- 

3% 

0.15 

37.5 

1.74 

0.31 

10.7 

6.5 

5.3 

Outboard  Marine 

3.02 

10% 

31.41 

2.89-0.33 

60%- 

8% 

0.30 

34.6 

14.13 

1.36 

11.0 

6.6 

6.7 

Cunningham  Drg  Strs 

2.80 

8% 

24.86 

7.30-0.90 

I6V2- 

2% 

1.24 

7.2 

13.85 

1.56 

3.0 

1.4 

4.5 

fceotR 

Salant 

2.76 

153/4 

15.91 

4.17-0.60 

13'/2- 

27s 

0.80 

7.2 

12.18 

2.12 

9.7 

16.8 

7.C 

Springs  Mills 

2.61 

15 

39.21 

3.79-1.55 

20%- 

8% 

4.07 

3.7 

19.31 

1.29 

5.4 

1.5 

81 

American  Motors 

2.60 

5% 

14.01 

3.80-0.66 

13%- 

3'/4 

1.23 

4.4 

6.11 

1.14 

0.8 

3.8 

Questor 

2.60 

5V2 

14.34 

4.15-0.54 

21'/2- 

2% 

0.73 

7.5 

5.76 

1.05 

5.2 

5.0 

3.f 

Bobbie  Brooks 

2.52 

314 

7.89 

7.15-0.35 

21'/2- 

1 

0.23 

13.6 

4.39 

1.40 

-5.92 

146.6 

ill 

Triangle  Industries 

2.51 

85/s 

21.66 

3.17-0.93 

20%- 

6% 

1.85 

4.7 

10.09 

1.17 

3.6 

7.1 

4.e 

Wurlitzer  Co 

2.51 

7% 

19.17 

7.20-0.99 

19%- 

2 

0.03 

NM 

9.04 

1.19 

1.8 

17.0 

Phillips-Van  Heusen 

2.49 

11% 

29.02 

5.76-0.73 

26  V2- 

3% 

2.35 

4.9 

15.81 

1.36 

5.3 

7.0 

5.2 

Helene  Curtis  Ind 

2.44 

6% 

16.51 

4.47-0.42 

1 1  Vi- 

2 

1.22 

5.5 

11.43 

1.69 

4.4 

3.3 

Oxford  Industries 

2.36 

95/8 

22.72 

2.99-0.52 

34  - 

7 

1.86 

5.2 

15.42 

1.60 

14.5 

2.5 

7.S 

Cluett,  Peabody 

2.34 

8% 

20.19 

5.65-0.47 

27'/h- 

2'/2 

1.80 

4.8 

12.27 

1.42 

6.9 

3.9 

7.S 

'Cash  flow:  Net  income  plus  noncash  charges  of  depreciation,  depletion  and  amortization,  less  preferred  dividends. 
:Figure  shows  only  nine  years'  worth  of  data.  NA:  Not  applicable  NM:  Not  meaningful. 
Sources:  Standard  et>  Poor's;  Value  Line;  FORBES. 
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Net 

Total 

Book 

Book  value 

working 

debt  + 

value 

per  dollar 

Latest 

Net 

capital 

Average 

pension 

per  dol- 

Book 

of  stock 

Price 

12-month 

working 

per  dol- 

earned 

liability/ 

lar  of 

value 

price: 

range 

earnings 

Present 

capital 

lar  of 

on  net 

1979 

stock 

Recent 

per 

range 

1970- 

per 

P/E 

per 

stock 

net  worth 

cash 

Indicated 

y 

price 

price 

share 

1970-79 

present 

share 

ratio 

share 

price 

1970-79 

flow' 

yield 

ent  of  Amer 

2.31 

5 

$1 1 .58 

2.63-0.22 

187/s-  2% 

$1.08 

4.6 

$6.37 

1.27 

13.6% 

3.8 

5.6% 

orp 

2.18 

133/4 

30.1 1 

2.64—0.55 

37   -  9l/g 

4.39. 

3.1 

15.17 

1.10 

9.2 

2.3 

5.5 

_her 

2.18 

6'/2 

14.22 

4.36-0.28 

293/s-  2Vi 

1.09 

6.0 

5.35 

0.82 

9.4 

8.1 

4.9 

9  1 8 

31/, 

7  i  n 

9  A7-D  1  3 

/8 —   z,  /2 

n  17 
yj.o  1 

ft  s 
0.0 

X  ^7 

1  1  n 

1 1  0 
1 1.7 

igwear 

2.17 

14 

30.38 

2.61-0.65 

38%-  93/4 

1.47 

9.5 

19.16 

1.37 

7.6 

9.8 

8.6 

Corp 

2.1 1 

13% 

29.12 

3.31-1.02 

20 V2-  6% 

1.88 

7.3 

14.60 

1.06 

7.4 

5.2 

6.5 

Drug 

2.08 

3% 

7.03 

2.86-0.1 12 

263/4-  1%2 

0.62 

5.4 

4.55 

1.35 

13. 22 

4.6 

1.2 

haffner  Marx 

2.05 

123/s 

25.41 

3.93-0.49 

32 'A-  4% 

2.56 

4.8 

17.22 

1.39 

8.0 

1.9 

8.1 

i  <*nnnsi  n 

2.02 

23 'A 

46.97 

x  67_n  82 

423/4-io 

5.08 

4.6 

58.25 

2.51 

9.1  - 

NA 

8.1 

)f  Fabrics 

2.00 

4% 

8.76 

2.31-0.14 

29%-  3% 

0.49 

8.9 

AAA 

1.01 

12.5 

2.2 

4.6 

)w:  Net  income  plus  noncash  charges  of  depreciation,  depletion  and  amortization,  less  preferred  dividends, 
hows  only  nine  years'  worth  of  data.  NA:  Not  applicable.  NM:  Not  meaningful. 
Standard     Poor's;  Value  Line;  FORBES. 


Testing  Benjamin  Graham 


late  Benjamin  Graham  thought  one  sure  sign  of  a  terion.  Between  then  and  now,  5  of  the  191  are  unchanged,  118 
rin  was  a  stock  selling  for  less  than  working  capital,  are  down  an  average  of  21%  and  68  are  up  an  average  of  32%. 
October  we  listed  191  companies  that  met  this  cri-    Below, '35  stocks  that  rose  21%  or  more. 


October  1979  net 

Recent  net 

Latest 

October 

working  capital' 

working  capital' 

12-month 

1979 

Recent 

per  dollar  of 

per  dollar  of 

earnings 

P/E 

any 

Appreciation 

price 

price 

stock  price 

stock  price 

per  share 

ratio 

merican  Industries 

145% 

1% 

3% 

1.08 

0.68 

$0.61 

5.5 

ilectronics 

142 

3 

7'/4 

1.73 

0.89 

1.53 

4.7 

Andrews  &  Forbes  Group2 

100 

4'/8 

8'/4 

1.68 

0.02 

0.96 

8.6 

en3 

94 

15'/2 

30 

1.43 

Consumer  Products4 

91 

57s 

1 1 '/» 

1.08 







>systems 

75 

4 

7 

1.26 

0.81 

1.17 

6.0 

;y  Electronics 

67 

l'/2 

2'/2 

2.13 

1.25 

0.43 

5.8 

hall  Industries 

67 

85/8 

133/4 

1.08 

0.74 

2.03 

6.8 

r  Aviation5 

65 

3'/4 

5% 

1.88 

0.91 

0.45 

11.9 

raze  Corp 

65 

5 

8V4 

1.37 

0.92 

1.19 

6.9 

way  Industries 

58 

9 

14l/4 

1.01 

0.79 

2.95 

4.8 

'  Corp 

57 

14 

22 

1.18 

0.81 

5.30 

4.2 

le  Electronics6 

56 

8 

12l/2 

1.91 

1.33 

0.69 

18.1- 

Photo 

55 

2% 

4'A  • 

1.47 

1.28 

1.33 

3.2 

cer  Cos 

52 

4'/8 

6'/4 

1.97 

1.24 

0.72 

8.7 

vood 

52 

3% 

5'/8 

1.36 

1.17 

1.19 

4.3 

ematica 

46 

6V2 

9'/2 

1.02 

1.34 

1.38 

6.9 

ea  Radio 

45 

4'/s 

6 

1.27 

0.88 

0.58 

10.3 

Ann7 

44 

8 

11 '/2 

P.42 

inal  Silver  Industries 

41 

4% 

67/8 

2.15 

1.56 

0.25 

27.5 

and  Industries 

41 

2% 

3% 

1.39 

0.89 

0.34 

11.4 

Allen  &  Co 

39 

4'/2 

6'/4 

1.48 

1.31 

1.63 

3.8 

inta8 

33 

7'/s 

9'/2 

1.35 

treich  Photo-Optical 

32 

95/« 

12% 

1.19 

0.78 

d4.05 

neg 

n-O  Mfg 

32 

4% 

6'/4 

1.20 

0.89 

3.05 

2.0 

ot  Retailers 

31 

2 

2s/s 

2.07 

1.26 

d0.42 

neg 

on  Mills 

31 

18'/8 

23% 

1.19 

0.93 

4.28 

5.5 

■rick's  of  Hollywood 

31 

3% 

4% 

1.09 

0.93 

1.03 

4.6 

istle  Co 

30 

2Vz 

3% 

1.14 

0.99 

d0.25 

neg 

le-Gossard 

30 

5 

6'/2 

1.39 

1.03 

d0.67 

neg 

e  Products 

27 

8'/4 

lOVi 

1.34 

1.24 

2.33 

4.5 

>mmun 

25 

153/4 

19% 

1.20 

0.97 

4.16 

4.7 

ycrafts 

22 

5% 

7 

.  1.23 

1.10 

0.43 

16.3 

e  D  Depts 

21 

3'/2 

4'/4 

1.49 

1.29 

1.07 

4.0 

n  Metal  Manufacturing 

21 

9% 

11% 

1.49 

1.14 

1.38 

8.5 

ivorking  capital  =  current  assets  minus  all  liabilities  and  preferred  stock.  JCohen-Hatfield  Industries  acquired  MacAndrews  &  Forbes  and  then  changed 
any  name  to  MacAndrews  &  Forbes  Group.  'Acquired  by  Blue  Bell  (a  $30  per  common  share.  4Acquired  by  Shelter  Resources  Corp  @  $1 1.25  per 
ion  share  'Name  changed  from  Family  Record  Plan.  ''Company  in  process  of  liquidation;  name  will  be  changed  to  RE1  Liquidating  Corp  'Com- 
:endered  for  its  shares  (a  $1 1 .50  per  share;  outstanding  shares  now  listed  with  Pacific  Stock  Exchange,  but  stock  has  not  been  traded  "Public  trading  of 
any  halted  6/18/80;  company  paying  $9.50  per  share  for  all  shares  in  hands  of  public,    d:  deficit,    neg:  negative. 
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Some  clients  dissatisfied  with  their 
lawyers'  services  are  taking  their  com' 
plaints  to  the  courts  -  putting  tremendous 
strains  on  the  defending  attorneys,  time 
and  financial  resources. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


Partially  because  few  members 
of  the  bar  would  participate  in  an 
action  against  a  fellow  attorney, 
lawyers  were  once  considered  al- 
most immune  to  professional  lia- 
bility suits.  But  the  tide  of  rising 
public  expectations,  which  drew 
national  attention  with  unprece- 
dented numbers  of  suits  against 
doctors,  is  now  making  malprac- 
tice a  growing  hazard  of  the  legal 
profession. 

Compared  with  a  decade  ago, 
aggrieved  clients  are  suing  two  and 
a  half  times  more  frequently  and 
are  demanding  much  higher  sums 
as  compensation.  Although  the  av- 
erage loss  actually  incurred  by  de- 


fending lawyers  is  not  known,  the 
upper  limits  are  clearly  rising.  Re- 
cently an  Ohio  jury  awarded  $2.35 
million  in  a  legal  malpractice  case, 
which  is  believed  to  be  the  nation's 
largest  such  verdict  to  date. 

Broadly  speaking,  legal  mal- 
practice encompasses  negligent 
acts  and  omissions  on  the  part  of 
the  attorney,  including  breaches  of 
fiduciary  obligations  and  con- 
tracts, as'  well  as  intentional 
wrongs  committed  as  a  profes- 
sional. But  beneath  this  formal 
definition  lie  some  simple  human 
failings. 

The  most  frequently  cited  sin- 
gle cause  of  legal  malpractice  is  the 


failure  to  meet  statutory  or  court  < 
procedural  deadlines.  Half  of  all!  [m 
malpractice  claims  arise  either 
from  missing  these  deadlines  or 
from  other  administrative  errors 
and  omissions.  1  volvi 

Big  claims  from  little 
oversights 

For  example,  a  suit  for  dam-  aits 
ages  is  barred  by  a  court  because  desp 
the  attorney  failed  to  note  that  the 
applicable  statute  of  limitations 
expired  two  weeks  previously.  The 
client  sues  the  attorney  for  the  full  ^ 
amount  of  the  damages  alleged. 

Or  two  partners  in  a  law  firm,  ^ 
defending  a  product  liability  case, 
misplace  and  inadvertently  fail  to 
offer  into  evidence  a  report,  one  of  y, 
dozens  of  documents  involved.  The  . 
defendant  loses  the  case.  Learning 
of  the  oversight  and  believing  that 
the  misplaced  report  was  crucial,  , 
the  defendant  sues  both  the  law- 
yers and  their  firm  for  malpractice.  > 

In  these  two  cases,  as  in  mal- 
practice actions  generally,  more  - 
than  monetary  losses  are  at  stake. 
The  defending  lawyers  are  also  sub- 


/[alpractice  Claims 


:cted  to  great  stress  and  worry,  the 
)ss  of  valuable  time,  and  damage 
)  their  professional  reputations, 
et  both  cases  were  clearly  avoid- 
Dle  through  loss  control  —  which, 
'ith  insurance,  is  one  of  two  essen- 
als  for  protection  against  mal- 
ractice  today. 

At  the  heart  of  any  malpractice 
revention  system  is  a  simple  rule: 
lake  a  record  and  make  it  accessi- 
le.  The  aim  is  to  eliminate  a  po- 
mtially  crippling  dependency  on 
le  memories  of  attorneys  and  staff 
lembers  who  might  leave  the 
rm,  become  ill,  or  simply  forget, 
ates  or  misplace  crucial  infor- 
lation. 

Beyond  loss  control 

Even  effective  loss-control, 
owever,  cannot  prevent  those 
lalpractice  suits  alleging  faulty 
;gal  counsel  or  errors  of  fact  or 
ldgment,  which,  in  actions  in- 
olving  securities  issues  for  in- 
:ance,  can  result  in  multimillion- 
ollar  claims.  For  this  kind  of  suit 
•  indeed,  for  protection  against  all 
aits,  including  those  that  surface 
espite  every  precaution  —  legal 


malpractice  insurance  has  become 
a  necessity. 

Professional  liability  policies 
for  lawyers  can  vary  considerably  in 
coverage,  so  that  careful  selection 
is  advisable.  Some  features  in  par- 
ticular ate  worth  examination. 

Coverage  of  defense  costs 

Perhaps  most  important  is  a 
provision  detailing  the  extent  of 
legal  defense.  If  an  insured  lawyer 
or  firm  is  faced  with  a  lawsuit  in- 
volving a  covered  claim,  legal  de- 
fense costs  in  excess  of  the  deducti- 
ble should  be  paid  in  addition  to 
the  liability  limits  of  the  policy  — 
proportionately,  where  the  claim 
payment  exceeds  the  limit.  In 
other  words,  defense  costs  should 
not  be  "charged"  against  the 
policy's  liability  coverage,  which 
would  have  the  effect  of  reducing 
overall  liability  protection. 

Other  worthwhile  policy  pro- 
visions include  coverage  of  prior 
acts  and  omissions  for  which 
claims  are  made  during  the  current 
policy  period,  provided  the  in- 
sured had  no  knowledge  of  those 
acts  at  the  time  the  policy  was  is- 


sued; and  a  reasonable  interpreta- 
tion of  the  word  "claim"  to  include 
a  report  to  the  insurer  of  a  matter 
likely  to  result  in  a  future  claim. 

A  legal  liability  policy  of  the 
kind  described  here  is  offered  by 
INAX,  an  IN  A  company.  In  addi- 
tion, IN  A  can  provide  specialized 
loss  control  services  to  attorneys 
and  their  firms. 

Comprehensive  services 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
professionals  for  liability  protec- 
tion, typifies  IN  As  comprehensive 
approach  to  increasingly  sophisti- 
cated insurance  and  risk  manage- 
ment problems. 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  worldwide. 

For  an  informative  booklet  on 
professional  liability  protection  for 
lawyers,  write  INA,  Dept.  R, 
1600  Arch  Street,  Philadelphia, 
PA  19101. 


vest  weapon  against  malpractice 


a  law-office  monitor  of  mal- 
e  pitfalls  — particularly  for 
:irms  — a  mini-computer  can  be 
i  beat. 

addition  to  providing  updated 
ation  and  warnings  on  dead- 
:ourt  dockets  and  attorneys' 
irs,  a  computer  can  be  pro- 
ied  to  recognize  and  signal  con- 
f  interest  and  other  potential 
l  breeders. 

:h  computerized  information 
made  available  swiftly  at  a  ter- 
to  any  staff  member  authorized 
ive  it. 
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INIV 

The  Professionals 


Faces 

Behind'Hie  Figures 


Grinning  and  bearing  it 

Richard  J.  Ferris,  president  and  CEO  of 
UAL  Inc.,  was  a  proponent  of  airline 
deregulation  back  in  the  days  when  his 
competitors  were  reacting  to  it  like  rab- 
bits hypnotized  by  a  cobra.  Now  Ferris 
has  his  wish.  He  also  has  a  bloody  rate- 


tion.  But  I  guarantee  you  this:  The  harsh 
realities  of  the  free  market  will  bring 
back  discipline  so  damn  fast  it  will  make 
your  head  spin." 

By  discipline,  Ferris  means  two  things: 
upgrading  his  fleet's  fuel  efficiency  and 
paring  off  unprofitable  routes.  UAL  has 
bought  76  new  Boeing  727-200A  series 
jets  over  the  last  four  years  to'  upgrade 
fuel  efficiency,  but  at  an  awesome  price: 
almost  $1  billion.  As  for  unprofitable 
routes,  UAL's  new  network  dropped  ser- 
vice to  1 1  cities  across  the  country.  New 
York  to  California?  "You'll  have  to  take 
me  out  of  that  market  feet  first,"  vows 
Ferris.  "We'll  protect  it  to  our  dying 
breath."— JeffBlyskal 


First  Chicago  Director  Heineman 
A  pariah  no  more. 


Ferris  of  I  'AL  Inc 

Just  because  you  see  it  coming  doesn't  make  it  easier  to  take. 
cutting  war  on  his  hands,  courtesy  of  ■■■■■■■■■■ 

deregulation  and  touched  off  by  the  entry 
of  Eastern  Air  Lines  into  the  New  York- 
to-California  run,  the  industry's  most 
important  domestic  route. 

With  their  one-way  tickets  going  for  as 
little  as  $99  over  the  last  few  months,  the 
nation's  top  four  carriers — UAL,  Eastern, 
American  and  Trans  World — have  been 
losing  money  on  every  coast-to-coast 
flight.  For  Ferris,  it  could  hardly  have 
come  at  a  worse  time.  UAL  lost  $73 
million  last  year  because  of  a  58-day 
strike,  the  DC- 10  grounding  and  soaring 
fuel  costs.  In  this  year's  first  quarter,  the 
nation's  largest  airline  lost  another  $40 
million,  or  $1.37  a  share,  and  had  to 
suspend  its  25-cent  quarterly  dividend. 

So  what  does  Ferris  think  of  deregula- 
tion now? 

"When  we  did  our  route  plan  two  years 
ago,"  he  told  security  analysts  in  New 
York  late  last  month,  "we  predicted 
there  would  be  a  period  of  excess  capac- 
ity, industry  irrationality — and  bloodlet- 
ting— for  a  couple  of  years  after  deregula- 
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One  rung  to  go 

One  of  eight  children  of  a  New  Jersey 
appellate  court  judge,  Thomas  G.  La- 
brecque  decided  as  a  sophomore  at  Vil- 
lanova  University  that  he  wanted  to  be  a 
banker.  He  joined  Chase  Manhattan  as  a 
management  trainee  in  1964  and  zipped 
through  the  ranks.  Ten  years  later  he  was 
named  executive  vice  president  and  head 
of  the  treasury  department,  where  he 
was  a  key  member  of  the  team  that  re- 
structured the  Chase  after  its  earnings 
debacles  of  the  mid-Seventies. 

Last  month  he  mounted  the  next-to- 
last  rung  of  the  Chase  ladder,  when  he 
was  named  vice  chairman  and  chief  op- 
erating officer  under  President  and  Chief 
Executive  Willard  C.  Butcher.  Butcher  is 
just  53  and  Labrecque  a  ripe  young  41. 
After  years  of  uncertainty  as  to  who 
would  run  the  bank  when  David  Rocke- 
feller finally  retires  early  next  year, 
the  new  team  now  seems  firmly  in 
place. — Ben  Wetennan 


Headhunter 


An  unlikely  headhunter,  Northwesi 
dustries'  Ben  W.  Heineman  spent 
better  part  of  two  months  searching 
new  boss  at  First  Chicago  Corp.,  om 
of  the  nation's  ninth-biggest  bank 
sets,  $30  billion).  The  task  fell  to  He 
man,  66,  after  he  and  fellow  board  m 
bers  had  ousted  the  bank's  talented! 
abrasive  chairman,  A.  Robert  Abbt 
Heineman  found  that  top-level  U 
hunting  involved  a  good  deal  of  tr| 
"Some  candidates  didn't  want  to  be 
with  me  in  Chicago,"  Heineman  sai 
never  felt  like  such  a  pariah."  He  fd 
his  quarry  in  Barry  F.  Sullivan,  a  C 
Manhattan  executive  vice  president 
apparently  had  been  passed  over  foil 


Chase  Manhattan's  Labrecque 
Every  thing' in  place. 
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r  two  spot  at  the  nation's  third- 
bank  (see  preceding).  With  Sulli- 
First  Chicago's  CEO,  Heine- 
s  now  back  to  full-time  at 
fest  Industries,  the  onetime  rail- 
iat  he  built  into  one  of  the  na- 
top  conglomerates  and  that 
as  though  its  having  another 
ear  in  spite  of  a  mildly  down 
larter.— Lisa  Gross 

Guess  who 


First  Charter 

i  the  saddle  again. 


way  of  living  dangerously,  it 
is  to  be  anointed  heir-apparent  to 
;  Taper,  the  78-year-old  chairman 

Charter  Financial  Corp.  of  Los 
>,  parent  of  the  nation's  third-larg- 
ngs  and  loan. 

nonth  the  revolving  door  whirled 
Villiam  Popejoy,  42,  abruptly  re- 

16  months  into  a  new  5-year, 
lO-a-year  contract  as  First 
's  president  and  chief  operating 

Popejoy,  president  since  1974, 
longer  than  most.  One  former 
it  lasted  only  70  days.  (For  8  of 

18  years,  Taper  hasn't  even  both- 
th  a  president.) 

ice  again,  Taper,  well-known  for 
ifornia  charitable  activities  (in- 

the  highly  regarded  Los  Angeles 
1  theater  that  bears  his  name),  is 

alone.  One  of  the  last  of  the  big- 
difomia  S&.L  admirals  still  at  the 
ie  is  known  widely,  and  envious- 
is  tight-fisted  rule:  First  Charter's 
:s-to-gross-revenues  ratio  is  a 
.5%,  compared  to  10.5%  for  its 
al  competitors.  Even  so,  earnings 
i  billion  in  assets  tumbled  44% 

the  first  quarter's  interest-rate 
lions.  Now,  with  interest  rates 
California's  $90  billion  plus  S&.L 


mortgage  market  should  be  showing 
signs  of  life  any  day.  Perfect  timing  and 
perfect  staging  for  the  "indispensable" 
man— Ellen  Paris 

They  learned  how  here 

Here's  a  bit  of  irony:  Many  of  those 
stylish,  fuel-efficient  Toyotas  and  Dat- 
suns  stamped  "made  in  Japan"  are  the 
handiwork  of  designers  trained  right 
here  in  the  U.S. 

Pasadena,  Calif.'s  Art  Center  College 
of  Design,  perched  on  a  hill  above  the 
Rose  Bowl,  has  turned  out  over  half  the 
auto  designers  now  working  in  Detroit. 
It  is  also  the  alma  mater  of  many  of  the 
chief  designers  in  Tokyo  and  in  the  de- 
sign centers  Japan's  major  automakers 
have  set  up  in  southern  California. 

"After  World  War  n,  Toyota  sent  stu- 
dents to  study  here  for  one  year,"  says 
Don  Kubly,  62,  Art  Center's  president. 
"These  students  became  top  designers 
when  they  went  back  to  Tokyo."  Nissan 
and  Honda  were  not  far  behind. 

Side  by  side  with  their  American 
counterparts,  the  Japanese  are  guided 
through  the  intricacies  of  manufacturing 
techniques,  as  well  as  arcane  subjects 
like  "anthropology  as  related  to  vehicle 
seating."  Top  designers  from  Detroit  like 
Keith  Teter,  who  headed  Ford's  Maver- 
ick design  team  and  is  currently  a  consul- 
tant to  Nissan  Motor  Corp.  U.S.A.,  are 
on  the  faculty.  Students  this  term  also 
are  learning  advanced  design  techniques 
from  David  Stollery,  who  designed  the 
Toyota  Celica. 

The  college  covers  95%  of  its  operat- 
ing costs  from  the  $1,600  tuition  it 
charges,  but  Detroit  automakers  gave  a 
lot  of  money  for  Art  Center's  futuristic 
building,  a  bridge-like  black  metal  struc- 
ture spanning  a  200-foot  canyon;  and 


Ford,  General  Motors  and  Chrysler 
threw  in  $2  million  of  the  $10  million  it 
cost  to  move  to  the  current  site  in  1976. 

All  but  one  of  the  eight  students 
who  graduated  in  May  ended  up  with  a 
Japanese  or  European  company.  Detroit 
never  showed  up  with  an  offer,  Kubly 
says. — Kathleen  K.  Wiegner 

A  Real  bomb 

Edward  A.  Horrigan  Jr.  has  been  the  top 
man  at  Reynolds  Industries'  R.J.  Reyn- 
olds Tobacco  Co.  only  since  Feb.  1,  but 
he  wasted  little  time  in  axing  RJR's 
superhyped  low-tar  cigarette  Real, 
which  cost  $40  million  to  introduce 
three  years  ago  yet  never  captured  even 


Art  Center's  Don  Kubly 
Detroit  never  showed  up. 


Horrigan  of  R.J.  Reynolds  Tobacco 
What's  a  "natural"  cigarette? 

half  the  hoped-for  1%  share  of  the  $10 
billion  U.S.  market.  "When  you  have  a 
failure  like  Real,"  says  Horrigan, 
"you've  gotta  be  man  enough  to  walk 
away  from  it."  It  also  helps  if  you  had 
nothing  to  do  with  it;  Horrigan  joined 
Reynolds  in  1978. 

He  blames  previous  management  for 
failing  to  recognize  that  smokers  would 
not  be  as  impressed  by  Real's  "natural" 
pitch  as,  say,  people  who  eat  brown  rice. 
"There  was  no  consumer  need  or  desire 
for  a  so-called  natural  cigarette,"  says 
Horrigan.  A  black  eye  for  $3.2  billion 
Reynolds  Tobacco,  which  sells  one  of 
every  three  U.S.  cigarettes  and  has  a 
well-earned  reputation  as  a  marketer  of 
branded  goods. 

So  much  for  Real.  Now  Horrigan  must 
go  out  on  the  limb  himself,  with  Salem 
Ultra  Lights,  a  5-milligram-tar  spinoff  of 
Reynolds'  second  most  popular  brand. 
The  new  cigarette  will  hit  the  market 
next  month  at  an  estimated  introduction 
cost  of  $50  million  — Jeff  Blyskal 
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Forbes  Magazine  is  pleased  to  join 
once  again  the  Business  Committee 
for  the  Arts  in  cosponsorship  of  the 
annual  "Business  in  the  Arts"  Awards 
competition.  The  46  corporations 
have  been  selected  from  a  field  of 
over  300  nominations  by  our  disting- 
uished panel  of  judges:  Florence  Knoll 
Bassett,  Barry  Bingham,  Sr.,  the  Hon. 
John  Brademas,  J.  Carter  Brown, 
Milton  Esterow,  David  Cockley,  Juliette 
M.  Moran,  Franklin  D.  Murphy, 
The  Hon.  Virginia  Kilpatrick  Shehee, 
Beverly  Sills,  Oliver  Smith  and 
Loet  velmans. 

The  Business  Committee  for  the  Arts, 
inc.  is  a  private,  tax-exempt,  national 
organization  of  business  leaders 
created  to  encourage  business  and 
industry  to  assume  a  greater  share  of 
responsibility  for  the  support,  growth 
and  vitality  of  the  arts.  For  information 
or  descriptions  of  the  award-winning 
projects,  write  Barbara  Lee  Phillips, 
Awards  Administrator,  Business 
Committee  for  the  Arts, 
1501  Broadway,  New  York,  N.Y  10036. 


FIRST  TIME  AWARD  WINNERS 

American  Express  Company 

New  York  City 
Ashland  Oil,  inc. 
Ashland,  Kentucky 
Battelle  Memorial  institute 

Columbia,  Ohio 

Canandaigua  wine  Company 

Canandaigua,  New  York 
Central  Carolina  Bank  &  Trust 

Company 
Durham,  North  Carolina 
Cities  Service  Company 
Tulsa,  Oklahoma 
Clorox  company 
Oakland,  California 
Commerce  union  Bank 
Nashville,  Tennessee 
Dallas  Times  Herald 
Dallas,  Texas 

E.l.  du  Pont  de  Nemours  &  company 

Wilmington,  Delaware 

First  Tennessee  Bank  of  Memphis 

Memphis,  Tennessee 

First  union  National  Bank 

Charlotte,  North  Carolina 

CFl  /  Knoll  international 

New  York  City 

international  Minerals  &  Chemical 
Corporation 

Northbrook,  Illinois 

Robinson's  of  Florida 

St.  Petersburg,  Florida 

Time  incorporated 

New  York  city 

The  Travelers  insurance  companies 

Hartford,  Connecticut 
Unicover  corporation 
Cheyenne,  Wyoming 
Warner  Communications,  inc. 

New  York  City 

west  Publishing  Company 

St.  Paul,  Minnesota 
western  savings  Bank 

Philadelphia,  Pennsylvania 
WCIR 

Manchester,  New  Hampshire 


RETURN  AWARD  WINNERS 

Allstate  insurance  Company 

Northbrook,  Illinois 

Aluminum  Company  of  America  & 
Alcoa  Foundation 

Pittsburgh,  Pennsylvania 
American  Telephone  &  Telegraph 
Company 

New  York  City 

Atlantic  Richfield  company  & 
Atlantic  Richfield  Foundation 

Los  Angeles,  California 

Bank  of  America,  NT  &  SA  & 
BankAmerica  Foundation 

San  Francisco,  California 

cbs  inc. 

New  York  City 

The  Chase  Manhattan  Bank,  N.A. 

New  York  City 

Corning  Class  works  &  Corning 
Class  works  Foundation 

Corning,  New  York 
Emerson  Electric  Company 

St.  Louis,  Missouri 
Exxon  Corporation 

New  York  City 

Ford  Motor  company  Fund 

Dearborn,  Michigan 

General  Mills  Foundation 

Minneapolis,  Minnesota 

Humana  inc. 

Louisville,  Kentucky 
international  Business  Machines 
Corporation 

Armonk,  New  York 

McDonald's  Corporation 

Oak  Brook,  Illinois 

Metropolitan  Life  insurance 
Company  &  Metropolitan  Life 
Foundation 

New  York  City 

Mobil  corporation  &  Mobil 
Foundation,  inc. 

New  York  City 

Philip  Morris  incorporated 

New  York  City 

RJ.  Reynolds  industries,  inc. 

Winston-Salem,  North  Carolina 

The  Rouse  Company 

Columbia,  Maryland 

Security  Pacific  National  Bank 

Los  Angeles,  California 
Shell  companies  Foundation, 
incorporated 

Houston,  Texas 

southeast  Banking  corporation 

Miami,  Florida 

Wachovia  Bank  &  Trust  company 

Winston-Salem,  North  Carolina 
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Now, 
we're  importin 

capital 


American  business  used  to  fill  nearly 
all  of  its  need  for  capital  from  profits  and  the 
sale  of  common  stock. 

Today,  we  tax  away  profit,  drive  off 
U.S.  investors  with  capital  gains  assess- 
ments, and  drive  up  the  cost  of  borrowed 
money  by  rampant  deficit  spending. 

So,  many  businessmen  have  started  to 
turn  to  imported  capital  to  keep  their 
businesses  going.  More  than  $310  billion 
according  to  the  government. 

The  second  largest  grocery  chain  com- 
pany. Two  of  the  oldest  radio  and  television 
manufacturers.  One  of  New  York's  largest 
daily  papers  and  four  of  its  oldest  depart- 
ment stores.  The  largest  producer  of  Alaskan 
oil.  All  with  major  ownership  or  control  by 
foreign  interests.  Interests  which  have 
quadrupled  in  the  last  10  years. 

Yet  why  does  this  rush  to  "buy  America" 
continue  at  a  time  of  double  digit  inflation 
and  record  trade  deficits?  Because  foreign 
investors  realize  that  America's  commitment 
to  free  enterprise  is  still  strong,  and  that 
America  is  the  biggest,  most  homogeneous 
and  most  receptive  market  in  the  world. 

When  will  we  remember  how  to  utilize 
this  marvelous  economic  machine  ourselves? 
Or  are  we  dedicated  to  milling  about  until  we 
all  become  tenants  in  our  own  land? 


A  new  Gradall  G-660  excavator  assists  w 
street  repairs  in  Timonium,  Maryland.  Tf 
contractor  used  versatile  Gradall  excavato 
for  initial  land  clearing  and  then  to  bui 
streets,  storm  drains,  sewers  and  sidewalks 
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The  Economy 


recession  will  still  be  there  after  the  con- 
ions,  giving  Congress  powerful  incentives 
%ck  away  from  the  inflation  fight. 

teware  politicians 
bearing  numbers 


ONEY&  INVESTMENTS 

muaure  easing  of  credit  or  use  of 
bending  to  bring  the  country  out  of 
\  would  ) legate  all  efforts  to  cool  the 
•  and  cut  the  inflation  rate " 
Apr.  28,  1980 

lict  the  euphoria  will  fade  fast,  pres- 
I  mount  on  Congress  and  the  Presi- 
;top  the  pain  and  businessmen  will 
be  chorus.  The  nation  is  approach 
il  test  of  u  ill — in  this  case,  the  will  to 
ition."  Forbes,  Nov.  12,  1979 

e  prospect  of  using  federal 
>ending  to  pull  the  economy  out 
f  recession,  spoken  of  in  these 
i  April  as  something  devoutly  to 
led,  looks  more  and  more  likely, 
t  of  Washington's  will  to  keep  on 

inflation  even  as  economic  dis- 
uunts,  foreseen  here  last  Novem- 
arrived,  along  with  reason  to  fear 
shington  will  fail  the  test, 
iresidential  candidates  are  doing 
st  to  look  bombproof  on  the  mfla- 
sue.  Ronald  R.eagan's  advisers 
sitioned  him  as  responsible — fa- 
lot  only  a  $36  billion  tax  cut  next 
eluding  help  to  business  through 
epreciation  writeoffs)  but  spend- 
>s  as  well.  President  Carter  is  for 
i  too,  only  .  .  .  not  now,  Treasury 
y  Miller  assures  us,  but  later, 
while,  the  1981  federal  budget 
clearly  out  of  balance  by  at  least 
ion  to  $20  billion  because  of  the 
n.  How  much  bigger  the  deficit 
will  depend  not  only  on  the  depth 
gth  of  the  recession  but  on  the 
to  which  Congress  backs  away 
:s  concern  with   inflation  and 

unemployment  its  overriding 
.  Realists  can  make  a  persuasive 
it  under  election-year  pressures 
cit  in  the  next  fiscal  year  (begin- 
t.  1 )  could  rise  massively,  to  per- 
il billion. 


If  Congress  should  lose  its  nerve,  about 
the  only  countervailing  pressure  in  sight 
will  not  be  the  White  House  but  the 
Federal  Reserve.  If,  say,  Congress  passes 
big  tax  cuts  to  stimulate  consumer 
spending,  thereby  adding  to  the  deficit, 
it's  the  Fed  that  must  decide  how  much 
of  that  deficit  it  will  validate — that  is, 
how  much  money  it  will  create  through 
its  traditional  monetary  tools  of  open 
market  operations  (the  purchase  of  U.S. 
Treasury  securities)  or  a  reduction  in  re- 
serve requirements  against  bank  depos- 
its. Board  Chairman  Paul  Volcker  would 
face  tough  choices.  If  he  does  not  add  to 
the  money  supply,  he  will  force  private 
borrowers  to  compete  with  the  govern- 
ment for  what  money  there  is.  If  he  does 
add  to  it — by  following  an  easier  credit 
policy  than  he  might  prefer — he  will  ac- 
quiesce in  reviving  inflation  pressures. 

The  U.S.  economy  will  get  no  help 
from  the  developed  countries  of  Europe 
and  Japan  as  the  Congress  tests  its  will 
(see  chain).  The  struggle  of  less-developed 
countries  to  pay  for  energy  imports  and 
to  meet  massive  debt  service  require- 
ments will  take  a  heavy  toll  on  exports  of 
Germany,  Japan  and  other  industrialized 
countries.  The  major  industrialized 
countries  will  have  to  undergo  credit  and 
inventory  adjustments.  The  process  will 
be  long,  extending  into  1981 . 

The  recession  will  be  there  when  con- 
gressmen return  from  the  conventions, 
providing  powerful  incentives  to  back 
away  from  the  inflation  fight — "cut  the 
budget,  but  not  in  my  district." 

In  the  issue  of  Aug.  20,  1979,  Forbes 
cautioned:  "The  election  period  is  going 
to  be  one  of  great  danger  for  the  U.S. 
economy.  The  politicians  will  be  looking 
for  an  excuse  to  hand  consumers  a  tax 
cut.  To  justify  it,  they  will  use  selective 
statistics,  argue  that  inflation  has  come 
down  and  claim  that  the  dollar  has 
strengthened.  Beware  of  politicians  who 
spout  statistics." 

Almost  one  year  later,  the  need  for 
that  caution  is  all  too  clear.  ■ 


Bad  news,  good  news 


Other  developed  countries  aren't 
likely  to  help  us  out  of  recession.  Our 
recovery  is  likely  to  start  first. 


R6&1  GNP  (seasonally  adjusted) 


Percent  change  (gray  areas  are  projections) 
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Thanks  to  relatively  strong  trade,  the 
dollar  should  be  able  to  hold  its  own. 


Current  aCCOUnt  BOP  (seasonally  adjusted) 


$  Billions  (gray  areas  are  projections) 
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Source:  Organization  for  Economic  Cooperation 
and  Dev elopement,  December  1979. 
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By  Ben  Weberman 


bargain  counter? 


Capital  Markets 


Bankrupt  railroads  and  tottering  auto 
companies  can  be  good  investments — if 
you  know  where  to  look  and  how  to  look. 

SOME  CALL 
IT  JUNK 


will  probably  be  paid  off  by  the  end  of 
1981  out  of  cash  realized  from  addi- 
tional sale  of  property  belonging  to 
the  defunct  railroad. 

More  interesting  from  a  speculative 
point  of  view  are  the  Perm  Central  Bs. 
From  the  vantage  point  of  his  long 
career  at  analyzing  this  type  of  bond, 
Laird  regards  them  as  a  "lead  pipe 
cinch"  to  be  paid  off  at  par  by  maturi- 
ty. He  thinks  the  company  will  get  at 
least  $1  billion  from  the  government 
in  return  for  its  expropriated  proper- 
ties as  against  the  $500  million  the 
Feds  want  to  pay.  If  he  is  right,  the  B 
bondholders  will  get  100  cents  on  the 
dollar — a  66%  capital  gain. 

If  you  want  to  shoot  craps  a  bit 
more,  Laird  points  to  the  Penn  Cen- 
tral preferred  B.  If  he  is  right  about 
Penn  Central  getting  a  good  settle- 
ment from  Uncle  Sam,  the  preferred, 
now  selling  at  $7,  will  be  paid  off  at 
$20.  In  the  meantime,  however, 
there's  no  interest  or  dividend. 

Laird  thinks  there  are  similar  val- 
ues in  defaulted  bonds  of  the  old  Erie 
and  Lehigh  Valley  railroads.  These  is- 
sues include  a  set  of  Erie  bonds  such 
as  Morris  &  Essex  3 Vis  of  2000  selling 
at  3 1 ;  Erie  3  !4  s  of  2000  at  36  and  twin 
New  York,  Lackawanna  &  Western 
securities,  the  still  outstanding  4s  of 
1973  and  the  4 '/2  s  of  1973,  both  priced 
at  16.  The  reorganization  trustee  says 
that  his  program  is  on  schedule  and 
could  be  in  final  shape  by  January 
1981 .  If  so,  a  good  payoff  is  likely. 

The  Lehigh  Valley  securities  are  of 
much  higher  grade.  They  all  sell  for 
about  67  to  70  cents  on  the  dollar  of 
par  value.  The  debt  is  secured  by  high- 
quality  real  estate  and  the  cash  value 
may  well  be  realized  before  the  end  of 
this  year.  There  are  Lehigh  Valley 
4 Vis  of  1974,  the  Lehigh  Terminal 
Railroad  5s  of  1979,  the  4Vss  of  1989, 
the  Lehigh  Harbor  Terminal  bonds. 
All  will  be  paid  off  at  par. 

Where  can  you  follow  these  issues? 
In  the  biweekly  Moody's  Railroad 
news  supplements  or  the  daily  Stan- 
dard &  Poor's  Corporation  Records  at 


MONEY*  INVESTMENTS 


When  money  mar- 
ket funds  were  pay- 
ing 16%  in  April 
and  long-term  Trea- 
suries 12.5%,  there 
wasn't  much  inter- 
est in  so-called  junk 
bonds.  Who  needs 
low-quality  goods 
when  prime  mer- 
chandise is  on  the 
But  with  interest 
rates  well  down,  it  may  be  time  to 
look  at  bonds  of  relatively  low  quality 
that  yield  exceptionally  high  returns 
in  either  interest  or  potential  capital 
gains  or  both. 

There  are  quite  a  number  of  bonds 
issued  by  now-bankrupt  railroads  that 
may  turn  out  to  be  quite  profitable  if 
bought  at  current  prices. 

Frank  Laird  of  Elkins,  Stroud  &  Su- 
plee  of  Philadelphia  is  one  of  the  small 
number  of  reorganization  specialists 
who  has  been  poring  over  railroad  bal- 
ance sheets  for  53  years;  he  is  69. 
Laird  likes  the  Reading  3Vss  of  1995, 
selling,  as  this  is  written,  at  68  V2. 
Each  holder  of  a  $1]000  bond  would 
receive  a  new  $1,000  bond  carrying  an 
8%  coupon  and  a  maturity  of  1988. 
For  accrued  unpaid  interest  you  get 
$176  of  a  10%  bond  due  in  1985.  In 
addition  you  get  $58  in  cash.  The  new 
8%  bond,  he  thinks,  should  sell  be- 
tween 75  and  80. 

Then  there  are  the  Penn  Central 
reorganization  A  and  B  issues,  both 
maturing  in  1987  and,  due  to  pay  in- 
terest beginning  next  April,  at  7% 
The  As  sell  around  90,  and  Bs  in  the 
low  60s.  Most  of  the  A  bonds  have 
already  been  retired  at  par  out  of  pro- 
ceeds from  sale  of  assets  and  most  of 
the  rest  will  be  retired  this  November; 
after  that  there  will  be  only  $40  mil- 
lion still  outstanding  out  of  an  original 
$200  million.  The  last  of  these  bonds 

Ben  Weberman  is  economics  editor  of  Houses 
magazine 


your  broker's.  Bear  Stearhs  still  fc 
lows  the  bankrupt  rails  as  does  Elkinj 

If  bankrupt  railroads  souhd  too  o 
scure,  the  bargain  hunters  among  yc 
might  take  a  look  at  the  senior  debe: 
tures  of  Chrysler  Financial  Corp. 

Norman  Johnson,  an  analyst  wil 
Paine  Webber  Jackson  &.  Curti 
keeps  track  of  the  Chrysler  Finarici 
situation.  Even  if  the  parent  compar 
goes  under,  he  sees  little  possibili 
that  the  senior  debentures  could  get 
trouble.  He  adds  up  all  of  CFC's  coi 
sumer  accounts  receivable  and  ai 
sumes  that  only  90  cents  on  the  doll 
could  be  collected.  Then  he  looks 
the  funds  held  in  escrow  again 
claims  on  dealers  and  takes  only  d 
cents  of  the  dollar  for  that  portio 
Enough  value  remains  to  assure  inte 
est  and  principal  payments  on  the  s 
nior  debentures,  he  says. 

Chrysler  parent  company  debei 
tures  such  as  the  8s  of  1998  sell  ; 
42  Vh  for  a  current  yield  of  19%  and 
yield  to  maturity  of  20%.  These  aj 
risky  to  say  the  least.  Nevertheles 
you  can  earn  a  current  14%  plus  pi 
tential  capital  gain  by  buying  subsit 
iary  Chrysler  Financial  9s  of  1986  ; 
66  with  a  yield  to  maturity  of  18%. 

What  about  the  newly  market 
$500    million    "fully  guaranteec 
Chrysler  Corp.  10.35%  notes  due  i 
1990?  While  the  official  documen 
place  great  emphasis  on  the  "full  fait 
and  backing"  of  the  U.S.  governmeni 
few  realize  that  Congress  has  not  a) 
propriated  funds  to  back  the  Issue 
Chrysler  defaults.  If  Chrysler  doe 
Congress  would  have  to  vote  th 
money  and  this  would  take  time 
would  much  rathet  hold  a  Treasui 
note  due  in  1990  paying  9.7%  and  nc 
depend  on  the  action  of  some  futui 
Congress. 

If  the  idea  of  earning  high  intere 
by  compromising  on  quality  appea 
to  you,  but  you  dort't  have  the  time  tj-. 
do  your  own  research,  you  might  cor 
sider  the  Fidelity  Aggressive  Incom 
Fund,  which  yields  15%  today.  Sine 
the  start  of  this  year,  its  size  h& 
grown  from  $69  million  to  $105  mi 
lion;  Fidelity  invests  in  such  issues  a; 
Gelco  Corp.  14%s  of  1999  yieldin 
14.92%,  Intermark  1 17ss  of  1999  sel 
ing  to  yield  13.75%,  Humana  11.7? 
debentures  due  1998  to  yield  13%  am 
Zapata  Corp.  lOVis  of  1997  priced  t 
yield  13%. 

As  interest  rates  decline,  and  mor 
money  pours  into  tempting  low-qua 
ity  issues,  their  prices  will  almost  eel 
tainly  rise.  But  they  offer  opportunit 
for  those  willing  to  do  some  honu 
work  and  take  a  bit  of  a  gamble.  I 
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Hp  Our 1979 profit  print  out 


Group  operating  profit  of  £525  million  up  by  4%  on  turnover  of  £7,228  million. 

Sterling  translation  affected  turnover  adversely  by  £407  million  and  operating  profit  by  £35  million. 

Tobacco  volume  increased ;  with  improved  turnover  and  trading  profit  in  local  currency  terms. 

U.S.  retailing  activities  continued  their  upward  trend,  while  in  the  U.K.  International  Stores 

returned  to  profitable  trading. 

Both  the  Wiggins  Teape  Group  and  Appleton  Papers  turned  in  excellent  results. 

Mardon  Packaging  International  turnover  was  20%  higher. 


acts  from  the  Statement  made  by  the 
rman,  Peter  Macadam,  at  the 
T Industries  A.G.M.  on  20  June: 

ice  again  our  results  as  reported  in 
ling  belie  the  achievements  of  many 
ar  overseas  subsidiaries.  I  feel  we 
be  reasonably  pleased  by  your 
lpany's  overall  performance  in  what 
'ed  to  be  difficult  trading 
litions  .  .  . 

idy  progress  was  achieved  by  our 
lcco  interests  with  sales  volume 
easing  overall  by  2.5%.  Profitability 
"oved  in  the  United  States,  as  did 
>rt  sales,  but  Brown  &  Williamson's 
•e  of  the  U.S.  domestic  market  was 
ginally  lower.  Significant  gains  were 
rded  by  our  subsidiaries  in 
ezuela,  the  Argentine,  Indonesia, 
g  Kong  and  several  other  countries 
[  am  encouraged  by  the  improvement 
imbels'  performance  and  by  the 
inued  progress  made  by  Saks  Fifth 
nue  and  the  Kohl  Corporation 


Results  Summary 

(calendar  year) 


1979 

1978 

£  millions 

Turnover 

7,228 

6,844 

Operating  profit 

525 

505 

Profit  before  taxation 

443 

435 

Net  profit  attributable  to 
B  A  T  Industries 

245 

226 

Dividends  per  share  (net) 

17. 5p 

15. Op 

during  the  year.  B  A  T  Stores  Holdings' 
results  benefited  substantially  from  the 
contribution  of  Argos.  While 
International  Stores  traded  profitably 
during  the  15  months,  we  cannot  yet  be 
satisfied  with  overall  performance  .  .  . 
Our  paper  interests'  sales  and 
profitability  have  continued  to  increase. 
Comparing  1979  and  1978,  profits  grew 
by  31%  on  a  turnover  which  was  23% 


higher  .  .  .  The  Mardon  Packaging 
Group  also  had  a  good  year  .  .  .  While 
the  turnover  of  British- American 
Cosmetics  rose  by  12%  in  sterling  terms, 
operating  profit  remained  unchanged 
at  £6  million  .  .  . 

I  expect  increased  operating  profit 
overall  but  any  forecast  is  bedevilled  by 
the  volatility  of  currencies  and  the  near 
impossibility  of  foreseeing  what  rates 
will  be  ruling  at  the  close  of  the  financial 
year  ...  if  present  rates  apply  at  the  end 
of  the  year,  results  will  be  adversely 
affected  .  .  .  With  interest  rates  reaching 
almost  unprecedented  levels,  I  expect 
the  Group  interest  charge  for  1980  to 
increase  and  also  the  effective  rate  of  tax 
so  that  attributable  profit  may  fall  just 
short  of  the  level  achieved  last  year  .  .  . 
It  is  extremely  difficult  to  predict  the 
impact  of  the  emerging  recession  but  I 
am  confident  that  we  are  well  placed  to 
meet  what  lies  ahead  and  to  take  full 
advantage  of  the  eventual  economic 
recovery". 


>acco 

Group  is  the  world's 
:est  private  enterprise 
icco  manufacturer.  A 
rcigarette  is  the  market 
ler  in  36  countries. 


Retailing 

Interests  include  International 
Stores  and  Argos  in  the  U.K. 
and  Saks  Fifth  Avenue,  Gimhels 
and  Kohl  supermarkets  and 
department  stores  in  the  U.S.A. 


Paper 

Wiggins  Teape  and,  in  the  U.S.A. 
Appleton  Papers  manufacture 
carhonless  papers  and  a  wide 
range  of  other  speciality  and 
high-grade  printing  papers. 


Packaging  and  Printing 

Mardon  Packaging  International 
became  a  wholly-owned  subsidiary 
of  B-A-T  Industries  in  November 
1979.  It  is  Britain's  second  largest 
packaging  and  printing  group. 


Other  Trading  Activities 

These  include  the  manufacture 
of  floor  coverings,  blinds,  room 
dividers,  and  shower  cabinets, 
as  well  as  perfumery,  cosmetics 
and  skin-care  products. 


ipies  of  the  Report  and  Accounts  and  the  full  text  of  the  Chairman's  speech  at  the  Annual  General  Meeting  are  available  from  the  Company  Secretary  at: 

•T  Industries  Limited     •     Windsor  House     •     50  Victoria  Street     •     London     •  England 


Stock  Comment 


MONEY*  INVESTMENTS 


Though  it  is  difficult  to  see  at  this  time  how 
or  why  our  economy  should  emerge  from 
its  slump  so  quickly,  it  could  be  that  the 
stock  market  is  indicating  an  upturn. 

A  BRIEF  RECESSION? 


By  Heinz  H.  Biel 


much 

this 

while 

was 


Does  it  not  seem 
paradoxical  that 
stock  prices  should 
have  gone  up  as 
'WjjgyJtaiBjH  much  as  they  did 
past  spring 
the  economy 
deteriorating 
rapidly  and  predic- 
tions for  the  months 
ahead  were  getting 
gloomier  and  gloomier?  Yet,  we  have 
learned  from  the  history  of  previous 
recessions  that  stock  prices  start  ris- 
ing well  before  a  recession  hits  bot- 
tom. The  present  upturn  is  already  in 
its  fourth  month.  It  would  be  unusual 
for  the  stock  market  to  anticipate  the 
recession  low  by  much  more  than 
eight  or  nine  months,  which  has  been 
the  pattern  in  the  six  previous  post- 
World  War  II  recessions.  Right  now  it 
would  seem  to  require  a  miracle  for 
this  recession  to  end  before  the  turn 
of  the  year. 

Miracle  or  not,  it  is  a  distinct  possi- 
bility that  the  instinct  of  the  stock 
market  may  prove  to  be  right,  though 
it  is  difficult  to  see  at  this  time  how  or 
why  our  economy  should  emerge 
from  its  slump  so  quickly.  It  could 
happen,  I  believe,  even  without  artifi- 
cial stimulation.  Already  certain  fac- 
tors arc  at  work  that  may  speed  up  the 
recovery  process. 

Most  important,  in  my  opinion,  is 
the  steep  decline  in  money  rates  and 
the  more  moderate  decline  in  long- 
term  interest  rates.  This  was  not  due 
to  any  deliberate  action  by  the  Federal 
Reserve,  which  merely  eased  its  foot 
off  the  brake,  but  did  not  pump  up  the 
money  supply. 

It  should  not  take  very  long  before 
adequate  amounts  of  mortgage  money 
become  available  at  more  tolerable  in- 
terest rates.  The  same  goes  for  con- 
sumer credit,  especially  auto  loans, 


Heinz  H  Biel  is  a  vice  president  of  tlx  NYSE 
firm  qfjanney  Montgomery  Scott. 


where  credit  costs  proved  prohibitive. 
Emergence  of  the  crucial  construction 
and  automobile  industries  from  their 
present  deep  slump  could  very  well 
trigger  a  general  upturn  of  business  in 
general. 

I  don't  expect  the  stock  market  to 
have  clear  sailing  all  the  way.  After  a 
128-point  rise  in  the  Dow,  a  great 
many  stocks  are  no  longer  on  the  bar- 
gain counter.  Furthermore,  we  are 
likely  to  see  some  perfectly  gruesome 
second-quarter  earnings  reports  and 
the  next  two  quarters  may  be  as  bad, 
if  not  worse.  To  be  sure,  much  of  this 
had  been  discounted  by  the  low  prices 
last  March,  but  today's  prices  are  no 
longer  as  low  as  they  were  then.  In 
any  case,  bad  corporate  news  may 
prove  at  least  a  psychological,  albeit 
temporary,  hurdle. 

Energy  stocks,  I  suppose,  will  con- 
tinue to  dominate  investment  portfo- 
lios to  a  greater  degree  than  ever  be- 
fore. Many  of  these  stocks  are  back  at 
their  highs  of  last  February,  when  a 
burst  of  speculative  enthusiasm  lifted 
all  of  them  skyward — the  good  ones  as 
well  as  some  others.  If  you  must  pay 
attention  to  income,  the  international 
giants,  Exxon  (68)  and  Royal  Dutch  (86) 
yielding  7.6%  and  7.2%  respectively, 
are  well  suited. 

On  the  other  hand,  if  you  don't 
have  to  squeeze  the  last  percentage 
out  of  your  investment,  I  would  give 
preference  to  oil  companies  with  rela- 
tively large  domestic  reserves,  which 
will  benefit  most  from  the  decontrol 
of  oil  prices  by  October  1981.  I  par- 
ticularly like  Marathon  Oil  (63),  which 
also  has  other  promising  irons  in  the 
fire,  specifically  the  North  Sea,  and 
Standard  Oil  of  Indiana  (60)  with  its 
huge  holdings  of  undeveloped,  but 
promising  leases  in  the  U.S. 

Mobil  (73)  has  been  on  my  invest- 
ment buy  list  for  many  years.  It  has 
been  most  rewarding,  but  so  have  oth- 
ers, for  instance,  Standard  Oil  of  Ohio 
(50),  not  to  mention  some  Canadian 
oil  stocks.  Mobil  appears  to  have  an 
extraordinary  potential  offshore  New- 


foundland,  the  extent  of  which 
mains  to  be  confirmed. 

Rising  prices  for  oil  and  gas  and  t 
threat  of  potential  shortages,  if  a 
other  Near  East  crisis  should  interfc 
with  the  flow  of  oil  from  OPEC,  ha 
greatly  stimulated  the  search  for  ad» 
tional  sources.  Obviously,  the  drilli 
companies  have  a  bonanza  at  har 
and  they  are  getting  paid  regardless 
whether  the  hole  is  dry  or  productn 
This  is  not  exactly  news  as  far  as  Wi 
Street  is  concerned,  and  the  two  cot 
panics  I  favor,  Parker  Drilling  (49)  ar 
Helmerich  &  Payne  (62),  are  not  exactl 
bargains.  However,  future  earninl 
growth  is  quite  predictable  and  tl 
projections  are  impressive,  so  th| 
present  high  earnings  multiples  w 
become  less  forbidding.  The  san 
goes  for  Schlumberger  (118),  the  tc 
quality  company  in  the  oilfield  servi 
business. 

On  the  other  side  of  the  mark 
spectrum  are,  of  course,  the  stocks 
companies  most  deeply  affected  I 
this  recession — housing,  automobil 
and  various  manufacturing  Industrie 
The  timber  stocks  already  have  recot 
ered  somewhat,  but  I  would  still  p' 
some  money  into  Louisiana  Pacific  (2 
and  buy  it  more  aggressively  on 
worthwhile  setback. 

There  can  be  no  doubt  that  Ford  (2 
will  severely  slash,  conceivably  eve 
omit,  its  third-quarter  dividend.  If  tl 
stock  should  break,  don't  be  afraid 
buy  it.  This  is  not  the  end  of  the  wor 
for  Ford,  and  before  long  it  will  hai 
smaller  cars  to  sell.  Dana  Corp.  (21 
the  partsmaker,  suffered  a  seve: 
earnings  decline  in  its  latest  fisc 
quarter  (ended  May  31),  from  $1.41 
share  to  49  cents.  Still,  I  do  not  thin 
that  its  $1.60  dividend  rate  is  injeo] 
ardy.  This  is  a  good  company. 

In  the  previous  issue  I  commente 
on  three  superblue  chips  (Johnson 
Johnson,  Minnesota  Mining  art 
Procter  &  Gamble),  which  are  no 
selling  at  affordable  prices  and  whos 
growth  and  profitability  are  as  good  i 
ever.  I  should  like  to  add  America 
Express  (35).  Deservedly  enjoying  e 
ceptional  prestige,  the  stock  alway 
commanded  a  very  high  multiple.  Tc 
day  American  Express  sells  at  a  men 
6.5  times  estimated  1980  (record 
earnings  of  $5.30  and  yields  5.7°A 
Why!1  Partly  because  a  major  acquis 
tion  plan  went  awry  and  partly  bt 
cause  there  will  be  greater  compet 
tion  in  the  traveler's  checks  fiek 
However,  while  the  company  seem 
sure  to  lose  market.s^«re,  total  volum 
is  likely  to  continue  to  increase.  Thi 
is  a  good,  sensibly  priced  stock 
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NOW  auux  SIMON 

HITS  A  NEW  NOTE 
ON  CBS  RADIO 


nging  star  Carly  Simon  ushers  in  a 

kind  of  special  on  the  CBS  Radio 
etwork. 

"Between The  Lines:  Carly  Simon" 
a  fascinating  20-part  interview 
ith  one  of  today's  top  recording 
lists  by  popular  Los  Angeles  man- 
3out-music  Christopher  Ames. 

"Between The  Lines: Carly  Simon" 
ith  Christopher  Ames  will  be 
eard  on  CBS  Radio  Network 


affiliated  stations  Saturday  and 
Sunday  July  19  and  July  20 
(or  during  the  week  of  July  21-25). 
Please  check  local  listings  for  time 
and  station  in  your  area. 

Tune  in.  It's  radio  in  a  beguiling 
new  summertime  key. 

BETWEEN  THE  LINES: 
CARLY  SIMON  ON  THE 
CBS  RADIO  NETWORK  111 


Psychology  &  Investing 
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THE  DINES  LETTER 

Special  V*  Price 
Trial  Offer!! 

Written  by  James  Dines,  "The  Original 
Goldbug"  based  on  his  being  the 
first  Wall  Street  Security  Analyst  to 
consistently  recommend  gold  at  $35. 

In  late  1968  THE  DINES  LETTER  predicted  a 
long  and  bitter  bear  market  (concealed  by  the 
bloating  effect  of  inflation)  together  with  gold 
soaring  from  $35  to  the  $250-$400  area.  THE 
DINES  LETTER  has  never  stopped  recommend- 
ing gold  and  silver.  At  this  critical  juncture,  we 
simply  want  you  to  see  THE  DINES  LETTER  and 
we  will  not  let  price  be  an  obstacle!  So,  we've 
cut  our  resular  '  trial  package"  price  of  $10  in 
half  to  $5!  What  harm  could  be  done  by  merely 
examining  a  pro-gold  point  of  view  not  found  in 
Forbes?  THE  DINES  LETTER  specializes  in  gold  and 
silver.  No  math  or  special  knowledge  required. 

If  your  present  sources  of  advice  are  nega- 
tive on  precious  metals,  maybe  it's  time  to  get 
a  different  point  of  view.  Let  THE  DINES  LETTER 
explain  "The  Coming  Gold  Crisis  and  The  In- 
visible Crash." 

Your  subscription  will  include  a  copy  of  both 
Dines  Model  Long-Term  Precious  Metals  Portfolios 
recommended  very  strongly  for  immediate  pur- 
chase. Send  no  messages  Merely  forward  this  ad 
with  your  name,  address  and  $5  in  US  funds  for 
a  2-issue  trial  to  Dept.  J70M2.  Do  it  now— we 
don't  advertise  in  Forbes  very  often  and  you  might 
not  catch  our  next  ad.  Offer  expires  in  one  month 
(Sorry,  no  refunds.) 

THE  DINES  LETTER 

P.O.  Box  22,  Belvedere,  CA  94920 
(Not  assignable  without  your  consent) 
(NY  residents,  please  add  applicable  sales  tax) 


"You  can 
easily  judge 
the  character 
of  others  by  how 
they  treat  those 
who  can  do 
nothing 
for  them 
or  to  them. " 


For  the 
complete 
volume 
of  530 
perceptive 
thoughts  by  the 
Editor-in-Chief  of 
Forbes  Magazine,  send  $7.95  in 
check  or  money  order,  plus  $1  00 
for  postage  and  handling,  to 
Harper  &  Row,  M  O  No.1235  KK, 
10  East  53rd  St.,  New  York.  N  Y. 
10022.  Please  add  applicable 
sales  tax. 


Discounters  may  someday  find  themselve 
in  the  lucrative  position  of  underwriter. 

DISCOUNT  BROKERS 
AND  NEW  ISSUES 


By  Srully  Blotnick 


When  the  commis- 
sion on  securities 
transactions  was 
deregulated  on  May 
1,  1975  and  the  path 
was  cleared  for  dis- 
counts to  be  offered 
to  the  public,  it  was 
not  the  old-line,  full- 
service  firms  that 
offered  them.  New 
firms  had  to  come  into  existence  to 
take  advantage  of  the  opportunity 
that  decontrol  had  created.  These 
firms,  several  of  which  have  grown 
quite  big,  have  already  attracted  the 
business  of  one  in  seven  of  the  inves- 
tors in  my  sample. 

The  fact  that  investors  had  to 
switch  firms  in  order  to  avail  them- 
selves of  the  new,  lower  commission 
schedules  may  have  been  a  nuisance 
for  them,  but  it  made  it  easier  for  me 
to  see  what  kind  of  investors  were 
interested  enough  to  make  the  move. 

At  first  there  was  a  great  deal  of 
reluctance.  February  1977:  "The  firms 
seem  too  small  to  me,"  said  one  in- 
vestor. June  1978:  "I'm  going  to  wait  a 
little,"  said  another.  "When  they're 
bigger,  and  better  established,  I'll  go." 
October  1978:  "I  want  to  shop 
around,"  said  a  third,  "and  see  which 
one  offers  the  deepest  discount."  By 
January  1980  all  three  of  these  inves- 
tors had  made  the  switch. 

The  majority  of  investors,  of 
course,  have  not  transferred  their  ac- 
counts and  continue  to  do  business  at 
the  same  places  and  at  the  same  high 
(or  even  higher)  prices  they've  always 
paid.  What's  really  interesting, 
though,  is  the  character  of  the  inves- 
tors who  have  already  made  the 
switch,  when  contrasted  with  those 
who  haven't. 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


Those  who  moved  to  discoi 
brokers  react  more  quickly  than  th 
counterparts  who  stayed  put.  For 
stance,  although  on  average  they 
less  cash  per  eapita  sitting  in  savit 
accounts,  as  interest  rates  soar 
these  individuals  were  more  th 
twice  as  likely  to  become  custom 
of  money  funds.  Moreover,  they  m; 
the  move  weeks  and  even  mon 
faster  than  the  customers  of  full-co 
mission  firms. 

Another  difference  is  that  the  c 
tomers  of  discount  brokerage  fir 
are  more  securities  oriented.  That 
they  have  a  larger  portion  of  th 
total  investment  capital  tied  up 
stocks.  As  a  result,  they're  well 
formed.  They  scored  significan 
higher  on  a  45-item  test  of  gene 
economic  and  financial  informant 
which  has  an  important  impact 
the  outlook  for  their  investments. 

A  third  difference  is  especially  i 
portant:  The  typical  customer  o: 
discount  brokerage  firm  is  3.2  tin 
more  likely  to  be  willing  to  play  n 
issues  than  is  the  typical  customer 
the  full-service  firms. 

Two  crucial  implications  foil' 
from  these  facts.  The  first  is  that  c 
count  brokerage  firms  are  actua 
skimming  off  the  cream:  They 
attracting  a  very  active  collection 
customers,  potentially  big  trade 
They  are  also  building  a  potentia 
hot  market  for  new  issues  for  the  n< 
time  the  stock  market  goes,  into  c 
of  its  periodic  new-issues  cycles. 

During  the  late  1960s,  new  und 
writers  came  into  existence  to  sp' 
out  new  issues.  For  the  most  ps 
these  were  shabby,  undercapitaln 
firms  run  by  inexperienced  amatei 
They  were  created  for  the  sole  pi 
pose  of  peddling  and  promoting  n 
issues  in  response,  it  should  be  not 
to  rabid  customer  demand.  (One  p 
ticularly  crooked  executive  at  sucl 
company,  now  defunct,  told  me  at  i 
ttme:  "I'm  not  flimflamming  anyo 
Look,  they're  beating  down  my  do 
to  buy  my  iunk.") 
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iat  may  happen  again,  of  course, 
there  will  be  an  important  new 
)r  in  the  game  this  time  around: 
punters  who  suddenly  find  them- 
;s  in  the  lucrative  role  of  under- 
sts,  with  a  captive  customer  base 
:  at  their  fingertips.  Of  course,  the 
punters  will  have  to  make  some 
5tments. 

lick  &  Reilly  is  one  of  the  first 
largest  in  the  discount  brokerage 
mess.  Its  boss,  Leslie  Quick,  told 
"We  wouldn't  want  to  call  our 
DO  customers.  The  old,  high-pres- 
way  of  selling  new  issues  isn't  for 
or  for  our  customers."  After  con- 
ing the  matter  for  a  moment,  he 
d:  "Perhaps  by  mail.  We  could 
ide  a  description  of  a  forthcoming 

issue.  Then,  if  our  customers 
:  it,  they  could  call  us.  We're  well 
pped  to  handle  calls  coming  in. 
e  not  structured  to  make  70,000 

out.  The  whole  matter  of  un- 
ritings  clearly  requires  further 
ideration." 

e  head  of  another  discount  bro- 
*c  firm  made  similar  comments, 
e  put  it:  "Early  on,  we  realized 
we  could  handle  every  bit  as 
n  business  as  the  big  retail  firms 
nd  we  could  do  it  with  far  fewer 
le.  The  key  was  that  customers 
d  have  to  call  us,  not  the  other 
around.  The  main  reason  full- 
nission  firms  are  so  large  is  that 
need  all  those  customer  reps  to 
the  bushes  for  business.  They'd 
e  if  they  just  sat  there  and  waited 
le  phone  to  ring,  as  we  do. 
hat  makes  it  harder  for  us  to  par- 
ite  in  the  sale  of  new  issues  to 
)ubhc,  but  one  way  or  another 
do  it  if  it  seemed  worthwhile." 
wever,  failure  to  get  into  new 
s  could  cost  the  discount  houses 

■  of  their  best  customers.  In  past 
ds,  whenever  the  market  was  do- 
ell  enough  for  initial  public  offer- 
to  become  plentiful,  substantial 
bers  of  investors  gravitated  to 
.  that  could  get  them  in  on  the 
id  floor.  Excludingthose  investors 
were  badly  burned  in  new  issues 
lme,  the  majority  of  those  in  my 
le  who  are  new-issues  prone  have 
ated  that  they  once  again  would 
:h  firms  to  get  their  allotments, 
there  is  a  hidden  but  growing  pool 
lture  capital  waiting  to  be  tapped. 
\y  require  some  changes  in  the 

■  of  operation  of  discounters,  but 
roht  opportunities  would  seem  to 
'  the  trouble  worthwhile.  A  sug- 
m  for  businesses  looking  to  raise 
:y  :  Why  not  talk  to  your  friendly, 
iborhood  discount  broker?  ■ 


IT'S  HIGH  TIME. 


HIGH  TAX-FREE  YIELD  TIME. 

Investors  who  are  looking  for  tax-free*  income 
and  believe  short-term  rates  have  peaked  should 
consider  Fidelity  Municipal  Bond  Fund. 
HIGH  TAX-FREE  INCOME  FROM  A  QUAL- 
ITY PORTFOLIO  OF  LONG-TERM  BONDS. 

Fidelity  Municipal  Bond  Fund  seeks  high  tax- 
free  income  from  a  portfolio  consisting  primarily  of 
A  or  better  quality  bonds. 

What's  more ,  investors  also  enjoy  the  follow- 
ing advantages: 

□  No  Sales  Charge. 

□  Daily  Tax-Free  Income. 

□  Convenient  Liquidity. 

□  Automatic  Reinvestment. 

□  Full-Time  Professional  Management. 

□  $2,500  Minimum  Investment. 


CALL  FIDELITY. 
ITS  HIGH  TIME. 

CALL  FREE 
(800)225-6190 

In  Mass.  Call  Collect 
(617)  523-1919 


FIDELITY 

MUNICIPAL  BOND  FUND 
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P  O  Box  832.  Dept  JB  072180 

82  Devonshire  St..  Boston.  Mass  02103 

For  more  complete  information, 
including  management  fees  and  expenses, 
please  unte  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or 
send  money 


£j^^rtY  Over  $7  billion  of  assets  under 
^    ■       (jfOUp  management 

*A  portion  may  be  subject  to  state  or  local  taxes. 


TAX  FREE  BONDS. 

Ask  the  man  who  owns  them. 


"I  know  what  I  want  when  I  invest.  Safety  and  security  are  of  prime 
importance.  But  I  need  guaranteed  appreciation,  too. 

"The  specialists  at  Multi-Vest  Securities  showed  me  that  tax 
free  municipal  bonds  meet  all  my  investment  requirements  and 
more.  With  tax  frees,  I  get  guaranteed  growth  on  principal  as  a 
strong  hedge  against  inflation.  I  get  stability,  too. 

"And  because  I'm  in  a  50%  tax  bracket,  I  would  have  to  earn 
19%  in  some  other  investment  to  equal  the  9'/2%  I  earn  in  tax  frees. 
They  give  me  good  current  income,  significant  growth,  and  security. 

"I  deal  with  Multi-Vest  Securities  because  they  offer  me 
the  full  service  and  expertise  of  people  whose  only  business 
is  tax  free  bonds.  The  specialists  at  MVS  work  with  me  to 
develop  a  portfolio  that  fits  my  long  and  short 
term  needs.  And  they  keep  me  advised  of  new 
investment  opportunities  that  are  right 
for  me.  I  know  I  can  count  on  them 
to  understand  my  investment  goals, 
and  to  find  the  surest  way  to 
ach  ieve  them." 

For  the  full  story  on  the  ways 
tax  free  bonds  can  work  for  you, 
talk  to  the  specialists  at  Multi-Vest. 
It's  their  business  to  know. 


Am 


/MulN-Hwrf  Securities,  Inc.  212-425-0366 

/Municipal  Bond  Specialists  Outside  N.Y.  State  call: 

63  Wall  Street  New  York  NY  10005  800-221-5136 


□  I'd  like  to  have  your  brochure  "Tax  Free  Bonds  for  the  Individual  Investor.' 

□  l  currently  own  tax  free  bonds.  What  can  Multi-Vest  do  for  me? 

Name  


Address 
City   


State 


.ZiP. 


-Member. 
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\fenture  Capital 


Have  you  soured  on  buying  stocks  of  ne\ 
companies?  Then  ponder  carefully  the  fo 
lowing  venture  capital  information. 

THE  WINNER 


By  Thomas  P.  Murphy 


A  COUPLE  OF  YEARS 

ago  Stanley  E.  Pratt, 
48,  took  over  the 
venture  industry's 
$365-per-year  maga- 
zine, Venture  Capital 
Journal.  With  it  he 
inherited  a  list  of 
100  publicly  traded 
companies  whose 
commonality  is 
original  backing  by  venture  capital- 
ists. The  idea  behind  the  list,  I 
guessed,  was  to  give  the  venture  peo- 
ple some  notion  of  how  their  kinds 
of  companies  were  faring  in  the 
stock  market. 

Pratt,  however,  thought  there 
might  be  more  to  it  than  that.  His 
idea:  Convert  that  list  to  an  index. 
After  all,  it  was  really  a  sample  of  sorts 
of  the  venture  process  itself.  It  had  the 
potential  to  answer  some  vital  ques- 
tions about  venture  capital.  Does  ven- 
ture investing  really  create  companies 
that  flourish  over  a  long  period  of 
time?  Will  the  public  buy  stock  in  the 
companies'  Did  the  public  do  well 
when  it  bought  stock  in  small  compa- 
nies that  were  originally  backed  by 
venture  capitalists?  Or  were  the 
canny  venture  capitalists  selling  their 
companies  to  the  public  after  the 
bloom  was  off? 

The  answers  to  these  questions 
have  important  implications  for  any- 
one interested  in  the  stocks  of  smaller 
high-technology  companies  and  for 
the  institutional  investors  who  are 
now  betting  hundreds  of  millions  of 
dollars  that  venture  capitalists  can 
really  give  them  a  good  return  on  their 
dollar.  Are  the  odds  of  winning  in  this 
game  good?  Or  are  the  players  be- 
mused by  the  random  bounces  of  the 
roulette  wheel's  ball,  which  obscures  a 
losing  game? 
To  create  his  index,  Pratt  brought 

Thomas  P.  Murphy  beads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford.  Conn 


in  a  friend,  an  investment  adv 
whose  forte  is  more  conventic 
stocks.  At  his  office  in  Welles 
Hills,  Mass.,  he  and  his  staff  wor 
on  it  for  months.  One  of  the  problc 
they  had  was  figuring  out  a  way 
remove  from  the  list  companies  t 
had  failed  and  disappeared  or  w 
merged  out.  Another  was  finding 
exit  from  the  list  for  companies  rj 
had  been  public  so  long  that  t 
could  no  longer  reasonably  be 
scribed  as  being  influenced  by  vent 
investors. 

The  former  problem  was  e 
Since  Pratt's  index  deals  in  percent 
changes,  taking  one  company  off 
adding  another  made  no  differer 
The  latter  problem — how  long  to  k 
companies  on  the  list — was  hand 
arbitrarily.  After  12  years  in  the  pul 
market,  a  company  was  remo 
from  the  index. 

Pratt's  list  dates  from  Dee. 
1972.  That  choice  was  somewha 
matter  of  convenience  since  the  p 
lication's  records  are  fuzzy  be 
that.  "It  turns  out  to  be  a  g 
choice,"  Pratt  says,  "because  it  sta 
the  list  at  a  fairly  high  point  in 
market  and  takes  it  through  a  sh 
recession."  About  90%  of  the  com 
nies  on  the  list  are  high-technol 
companies. 

What  Pratt's  list  discloses  is  fa 
nating.  On  average,  the  venture  c 
ital-backed  companies  have  done 
perbly  in  the  stock  market,  wh 
really  means  that  they  have  done  v 
as  businesses. 

In  the  time  Pratt  measures,  C 
31,  1972  through  Mar.  30,  1980, 
Venture  Capital  100  Index  w 
from  100.0  to  324.1.  In  that  sa 
time  span,  the  S&P's  500  has  1 
value — it  dropped  from  118.05 
102.09.  So  did  the  Value  Line  Cc 
posite— from  114.05  to  106.80.  I 
pjessing  logic  only  a  little  to  say  t 
high-technology  companies  t 
were  good  enough  to  get  vent 
backing  in  the  first  place  and  f 
underwriters  later  on,  have  made 
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jor  growth  area  of  the  stock 
;t  for  years.  The  irony  is  that 
/  anyone  realized  it. 
it  is  the  good  news  from  Pratt's 
.  The  bad  news  is  that  the  1974- 
:ession  revealed  how  vulnerable 
smaller,  growth  companies  are 
ievere  market  downturn.  From 
to  the  end  of  1974,  the  S&P's 
id  46%,  the  Value  Line  Compos- 
is  down  57%.  But  the  Venture 
al  100  dropped  70%.  It  faltered 
early  this  year,  but  mdderately. 
at  this  means  is  that  the  buyers 
ck  in  these  kinds  of  companies 

0  have  nerve  and  financial  stay- 
>wer.  Market  values  can  almost 
)ear  in  a  recession  and  prices 
so  plummet  if  the  company  hits 
;h  patch. 

remarkable  growth  of  the  in- 
Iso  obscures  something  impor- 
:t  is  measuring  100-plus  compa- 
nd  the  dead  were  buried  with- 
unerals.  It  is  mathematically 
lable  to  substitute  a  new  com- 
for  a  fallen  warrior,  but  that 
't  improve  your  personal  index 

if  you  owned  stock  in  the 
:.  These  are  not,  in  other 
,  companies  you  mortgage  the 

to  buy  even  though  your  per- 
Digital  Datawhack,  Inc.  looks 
sure  winner  in  a  crowded  race, 
ssults  Pratt  uncovered  reflect  a 
ified  portfolio  of  winners  and 

where  winners  were  bigger 
losers.  "This  kind  of  invest- 
Pratt  says,  "is  disciplined,  long- 
investing." 

re  is  another  irony  in  all  this, 
idex  also  shows  that  the  public 
5  a  lot  more  money  out  of  ven- 
apital  investments  than  venture 
lists  make.  That  is  true  because 
ecent  years  only  the  better  com- 
;  have  gotten  into  the  public 
:t.  The  venture  capitalists  have 
their  failures  and  cope  indefi- 
with  their  never-quite-make-it 
mies. 

isider  the  implications:  The  in- 
flects ventures  that  made  it  to 
lblic  marketplace.  The  Venture 
il  100  Index  shows  a  compound 
h  rate  of  20.5%  a  year.  This  is  a 
:  return  that  compares  well  with 
venture  capitalists  aim  for  in 
ps.  So,  overall,  it  would  have 
lust  as  profitable  to  buy  these 
re-backed  companies  in  the  pub- 
irket  as  to  go  through  the  ag- 
of  running  a  venture  capital 
:ss.  The  public  has  not  come  out 

1  best. 

re    is   some    justice    in  this 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  buy  these  securities  The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  June  20,  1980 

3,000,000  Shares 

IM.IFE  CORPORATION 

$2.25  Convertible  Preferred  Stock,  Series  D 

Each  share  is  convertible  into  .870  of  a  share  of  Common  Stock  of 
USLIFE  Corporation  (equivalent  to  $28  75  per  share),  subject 
to  adjustment  under  certain  conditions. 


Price  $25  Per  Share 

plus  accrued  dividends,  if  any,  from  date  of  issue. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc. 

Blyth  Eastman  Paine  Webber 
Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Bache  Halsey  Stuart  Shields    The  First  Boston  Corporation    Bear,  Stearns  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert      Goldman,  Sachs  &  Co.       Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  &  Co.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Prerce,  Fenner  &  Smith  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  ,      Salomon  Brothers 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker      Wertheim  &  Co.,  Inc.      Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


MoNE 


SOME  SERIOUS  NOTES 
ON  MOVING. 

By  Victor  Borge 

When  you  move,  make  sure  your  mail  arrives  at 
your  new  address  right  after  you  do. 

The  key  is  this:  Notify  everyone  who  regularly 
sends  you  mail  one  full  month  before  you  move 
One  last  serious  note.  Use  your  new  ZIP  Code. 


Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 

©USPS  1980 
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The  Contrarian 


IT  DOESN'T 

GROW 
ON  TREES 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C. 
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Many  of  the  numbers  used  to  make  inves 
ment  decisions  are  useless  at  best.  Cot 
flipping  is  just  as  helpful  and  less  work. 

WHY  INVESTORS 
REPEAT  ERRORS 


By  David  Dreman 


A  branch  of  psy- 
chology for  which 
Herbert  Simon  won 
the  Nobel  Prize  in 
economics  several 
years  back  has  fasci- 
nating implications 
for  investors.  It 
deals  with  how  peo- 
ple make  economic 
decisions.  The  con- 
clusions would  not  make  Adam  Smith 
or  his  most  vociferous  contemporary 
followers — the  efficient  market 
bunch — leap  for  ioy.  The  work  clearly 
shows  that  men  and  women  are 
scarcely  the  economically  rational 
creatures  of  dusty  textbooks. 

Simon's  studies  help  to  explain 
some  particularly  curious  patterns  of 
investor  behavior  that  have  puzzled 
market  observers  over  the  years. 

Item:  Why  have  investors  always 
flocked  into  the  hottest  performing 
mutual  funds  in  spite  of  the  fact  that 
detailed  statistics  show  conclusively 
that  the  hot  fund  at  any  one  time 
often  scorches  new  buyers?  Fred 
Mates  was  the  top  fund  performer  in 
1968  and  almost  at  the  bottom  of  the 
heap  in  1969.  The  Enterprise  and 
Manhattan  funds,  although  bright  per- 
formance meteors  for  a  while,  also 
cost  investors  dearly. 

Item.  Why  do  so  many  people  suc- 
cumb to  the  favorites  of  the  day — 
most  often  after  spectacular  runups? 
History  shows  that  this  is  precisely 
the  wrong  time  to  buy. 

Item:  Why  do  investors  rush  to  buy 
investment  advisory  services  with 
une  or  two  good  market  calls  to  their 
credit?  Sure,  they  have  swung  for  the 
fences  and  connected,  but  each  week 
many  dozens  of  services  are  swinging 
just  as  hard.  Sheer  chance  dictates  a 

David  Dreman  is  president  of  Dreman  Asso- 
ciates. Investment  Counsel,  New  York,  and 
author  of  Contrarian  Investment  Strategy  and 
Psychology  and  the  Stock  Market. 


few  will  hit  several  times  or  n 
Unfortunately,  the  overall  recorc 
anything  but  impressive — for  ovc 
years  the  majority  of  advisory 
vices  have  been  wrong  consists 
on  every  major  market  move. 

Back  to  decision-making  psych 
gy.  It  tells  us  why  short-term  tre 
and  fashions  are  so  irresistible  t( 
vestors.  One  important  principl 
"The  Law  of  Small  Numbers" — 
developed  by  Amos  Tversky  and  I 
lei  Kahneman.  The  two  psycholog 
examined  numerous  educational 
psychological  journals  and  found 
the  researchers  in  any  field  tende 
overstate  their  findings  based  on  \ 
small  samples.  The  conclusions  w 
thus  often  in  error  because  the  s 
pies  were  inadequate.  It's  like  goin 
a  strange  city.  The  first  two  pec 
you  see  are  redheads.  You  concl 
that;///  the  citizens  are  redheads 

By  contrast,  the  statistically  v 
"Law  of  Large  Numbers"  states 
large  numbers  usually  are  highly 
resentative  of  the  populations  fl 
which  they  are  drawn.  For  exam 
public  opinion  polls  normally  are 
sonably  accurate  because  they 
polled  from  large,  highly  represe 
tive  groups.  The  smaller  the  data  I 
and  the  shorter  the  record  on  h; 
the  greater  the  probability  the  f 
ings  are  mere  chance.  Tversky 
Kahneman  were  amazed  at  how  n 
lly  people,  even  those  well  traine 
statistical  methods,  could  overgc 
alize  the  validity  of  small  numbei 
supporting  facts  and  statistics. 

This  tendency  is  dangerous  in 
field — in  medicine,  science,  poln 
It  is  devastatingly  dangerous  in 
stock  market.  It  can  lead  us  to  < 
elude,  among  other  things,  th. 
money  manager  is  a  genius  for  all 
sons  on  the  strength  of  six  month 
good  performance.  It  can  persuad 
that  gambling  stocks  "only  go 
sirrtply  because  they  have  been  ri 
day  after  day  for  three  weeks. 

Is  there  a  way  then  to  avoid  this 
of  small  numbers?  Yes.  First,  it  wo 
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prudent  to  stay  away  from  those 
but  seductive  records  of  suc- 
-they're  meaningless  or  worse, 
flipping  is  just  as  helpful  and  a 
deal  less  work. 

ES  much  more  sensible  to  buy 
as  determined  by  large  num- 
-tested  financial  standards  that 
proven  out  for  investors  for  long 
is  of  time.  For  example-  There 
ich  dependable  old  standards  as 
mce/eamings  ratios,  high  divi- 
yields,  financial  strength,  strong 
ig  power,  and  so  on.  Stock  cho- 
f  such  simple  guidelines  are  like- 
survive  and  flourish  long  after 
ishy  small-number  guys  and  gals 
me. 

haps  as  a  twist  to  the  game,  the 
tor  might  try  to  use  the  small 
iers  in  his  favor.  For  example, 
arket  has  shunned  the  property- 
Ity  stocks,  placing  them  at  a  sub- 
al  discount  to  the  averages  be- 

it  remembers  how  the  group 
lauled  in  1974,  1975  and  1976  by 
^mbination  of  rate-cutting  and 
:keting  inflation.  The  result  was 
try  losses  in  the  billions.  The 
;t  apparently  is  anticipating  the 

for  this  group.  Again,  a  small 
ers  correlation — the  evidence  of 
istance  does  not  constitute  an 
table  law. 

ir  one,  don't  think  these  stocks 
ire  as  badly  this  time.  Property- 
ty  managements,  after  the  trau- 

1974-76  experience,  are  much 
aware  of  inflation  than  in  the 
There  is  not  as  much  rate-cut- 
s  in  the  earlier  period.  Finally, 
es  are  stronger  and  investment 
le  has  risen  substantially,  now 
ing  underwriting  premiums  as  a 
:  of  industry  revenue, 
le  of  my  choices  here  are:  Giant 
!ine  Travelers,  in  spite  of  ups  and 
>,  has  managed  to  increase  earn- 
t  an  annual  average  rate  of  1 8% 
he  past  decade.  It  trades  at  4 

earnings  and  yields  6.17%. 
.'nds  have  almost  doubled  in  the 
%  months  and  should  move  up 
in  the  year  ahead.  Crum  &  Forster 

to  be  another  interesting  op- 
uty  in  this  area.  Recently  a 
rei  candidate,  it  trades  at  a  P/E 
nd  yields  4.6%.  Well-managed 
Casualty,  with  an  almost  30% 

of  earnings  growth  for  both  the 
and  10-year  periods,  is  priced  at 
:s  earnings  and  yields  5%. 
rbe  the  method  is  unexciting, 
itistically  it's  far  safer  and  more 
ling  than  drifting  with  every 
g  gust  of  publicity  and  chasing 
ephemeral  success.  ■ 
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Diamond 

International 


99th  CONSECUTIVE 
YEAR  OF  DIVIDENDS* 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  June  26,  1980,  declared  a 
quarterly  dividend  of  55c  per  share  on  the  Com- 
mon Stock  and  30c  per  share  on  the  Series  A 
Preferred  Stock,  both  payable  Aug.  1,  1980,  to 
shareholders  of  record  July  10, 1980. 
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It's  too  early  to  congratulate  ourselves.  I: 
five  basic  areas,  the  U.S.  is  still  in  crisis. 

DON'T  POP 
THE  CORKS  YET 


By  Ashby  Bladen 


The  country,  in- 
cluding the  stock 
and  bond  markets, 
is  breathing  easier 
now  that  interest 
rates  have  come 
down  so  fast.  But 
anyone  who  thinks 
the  crisis  is  over 
simply  isn't  facing 
the  facts.  We  are 
stuck  with  interest  rates  that  will  be 
historically  high,  a  falling  standard  of 
living  and  probably  relatively  low 
prices  for  most  common  stocks. 

Because  we  failed  to  heed  the  warn- 
ing symptoms  and  take  prompt  ac- 
tion, the  U.S.  now  faces  simultaneous 
crises  in  inflation;  defense;  energy; 
productivity;  economic  growth. 
That's  quite  a  list. 

Most  professional  economists  have 
little  to  say  that  is  helpful  to  business 
people  and  investors.  One  of  the  rare 
exceptions  is  Sam  Nakagama,  of  Kid- 
der, Peabody  &  Co.  In  his  latest  Eco- 
nomic Perspectives,  Nakagama  makes  a 
rather  chilling  point,  one  that  most 
economists  seem  to  have  ignored. 

He  is  particularly  concerned  about 
the  inflationary  implications  of  the 
fact  that  wages  in  the  automobile  in- 
dustry continue  to  rise  in  the  face  of 
disaster.  Make  no  mistake  about  it,  it 
is  a  real  disaster.  In  addition  to  the 
300,000  unemployed  auto  workers 
that  Nakagama  mentions,  at  least  as 
many  automobile  salespeople  and  em- 
ployees of  suppliers  also  have  lost 
their  jobs.  Conditions  in  the  steel- 
and  automobile-producing  industrial 
heartland  of  the  country  are  rapidly 
approaching  a  depression  level. 

Yet  the  pay  of  people  who  are  still 
employed  in  the  automobile  industry 
continues  to  rise.  One  minor  reason 

Ashby  Bladen  is  senior  rice  president  invest- 
ments for  the  Guardian  Life  Insurance  Co.  of 
America,  and  autlxjr  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


for  this  is  that  in  the  short  run  t 
people  who  have  been  laid  off  are  ij 
hurting  very  much.  Between  une 
ployment  benefits  and  the  new  fede 
trade-adiustment  assistance,  th 
current  take-home  pay  is  being  w 
maintained,  although  their  futi 
prospects  for  gainful  employme 
have  become  highly  conjectural 
the  main  reason  for  the  continiu 
escalation  of  wages  is,  of  course,  ( 
union  contract.  Conceivably,  thj 
could  be  nobody  working  under  tB 
contract,  but  the  stipulated  waj 
would  go  up  all  the  same. 

Sam  Nakagama  contrasts  this  si 
ation  with  the  experience  at  Taj 
Kogyo  in  Japan.  When  that  compan 
Mazda  cars  failed  to  sell  well,  eve 
body's  pay  was  cut,  and  the  firm  a 
vived.  Because  of  this  flexibility,  v 
sus  American  rigidity,  Japanese  an 
production  almost  certainly  will 
ceed  ours  this  year  for  the  first  tin 
The  [apanese  have  already  captui 
about  one-fifth  of  the  American  au 
mobile  market. 

The  events  leading  to  Detroit's  c 
rent  disaster  are  hardly  reassuring 
the  future.  After  the  Arab  oil  embai 
of  late  1973  and  the  subsequent  hi 
increase  in  the  cost  of  OPEC  cru 
Washington  insulated  the  Americ 
people  as  long  as  it  could  from  high 
prices  by  price  controls  on  domesi 
production.  So  we  kept  buying  b 
comfortable  cars  until  reality  caug 
up  with  us  after  the  revolution  in  In 
last  year.  The  auto  companies  w« 
certainly  remiss  in  not  pointing  c 
that  we  were  living  in  a  dream  won 
hut  there  is  no  question  that  the  chl 
culprit  was  government.  Then,  a 
auto  company  that  had,  on  its  ov 
tried  to  change  things  would  ha 
been  rewarded  with  parking  lots  f 
of  unsalable  minicars. 

Again,  in  the  Chrysler  situati 
government  meddling  has  put  us 
the  wrong  track.  One  of  the  reasc 
capitalism  provided  a  rising  standi 
of  living  was  that  it  cut  its  losses; 
declining  industries,  and  redeploy 
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ivings  in  rising  ones,  thus  using 
ipital  in  the  most  efficient  way. 
le  of  the  ways  in  which  Britain 
:  wrong  was  deciding  that  nobody 
Id  be  inconvenienced  by  having 
iove  in  order  to  find  a  new  job, 

though  that  meant  supporting 
lete  industries  at  the  taxpayers' 
rise.  That  line  of  thinking  re- 
d  Britain  from  the  richest  nation 
e  world  to  the  poorest  nation  in 
lern  Europe.  A  bailed-out 
sler  will  become  our  own  domes- 
iritish  Leyland.  Chrysler's  tank 
less  probably  should  become  a 
mment  arsenal;  and  probably  its 
:  efficient  plants  would  be  taken 
sooner  or  later  by  the  surviving 
lanufacturers.  Chrysler  Corp.  as  a 
cial  entity  should  have  been  per- 
id  to  go  bankrupt.  That's  the  way 
alism  works:  weeding  out  the 
;,  nurturing  the  strong, 
e  same  kind  of  government  med- 

in  the  economy  that  has  so  dam- 

the  automobile  industry  is  re- 
Sible  for  a  good  deal  of  the  chron- 
lemployment  among  teenagers 
ninorities.  In  this  case,  the  prob- 
s  the  minimum  wage  law,  which 
lates  that  employers  must  pay 
people  more  than  .they  are 
ti  in  economic  terms.  That  can 
lead  to  one  result:  No  one  will 
oy  these  people.  Making  it  illegal 
re  anyone  for  less  than  $3.10  an 

does  not  raise  the  standard  of 
I  of  people  whose  efforts  are  not 
1  $3.10  an  hour. 

ndidate  Reagan  originally  fa- 
l  doing  something  effective 
t  the  growing  rigidity  of  Ameri- 
/ages  by  repealing  the  minimum 
law.  That  is  obviously  the  right 
to  do  but  unpopular  with  people 
still  believe  that  government  in- 
ntion  in  the  economy  can  do 
s  for  us  instead  of  to  us.  Reagan 
>ackpedaled  and  is  now  simply 
:ating  a  lower  minimum  wage 
enagers. 

e  of  the  worst  political  hypocris- 
i  this  country  is  the  shedding  of 
dile  tears  over  young  school 
>uts  who  cannot  find  jobs.  Re- 
ig  the  minimum  wage  law  alto- 
r  would  solve  the  problem  just  as 
it  is  capable  of  being  solved,  and 
d  also  help  considerably  in  reduc- 
iflation  and  restoring  the  inter- 
nal competitiveness  of  the 
rican  economy. 

are  not  tackling,  have  not  tack- 
he  underlying  problems  of  our 
jmic  crisis,  and  so  we  should  not 
too  much  comfort  from  falling 
-•st  and  inflation  rates.  ■ 
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YOU  MIGHT  BE  SURPRISED 
JUST  HOW  MAHY  PEOPLE  IN  YOUR 
COMPANY  WERE  HELPED  BY 
UNITED  WAY  LAST  YEAR. 
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Chances  are  many  of  your  employees  and  their  children 
often  benefit  from  services  for  which  the  United  Way 
lends  financial  support.  Boys  Clubs,  Girl  Scouts,  YMCA, 
American  Red  Cross,  YWCA,  chemical  dependency  pro- 
grams, family  counseling  services— and  many  more. 

Thanks  to  your  generosity,  the  United  Way  and  the 
agencies  it  helps  support  will  continue  to  be  here  when 
we're  needed. 
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Commodities 


A  farmer  could  produce  enough  sunflower 
seed  oil  to  operate  his  farm  equipment — 
and  have  an  animal  feed  to  boot. 

SUNFLOWER 
SEED  FUEL? 


By  Stanley  W.  Angrist 


Many  people  be- 
lieve that  solar  ener- 
gy is  the  way  for  the 
U.S.  to  extricate  it- 
self from  its  depend- 
ence on  foreign 
crude  oil,  but  there 
are  just  as  many 
people,  if  not  more, 
who  feel  that  solar 
energy   will  never 


make  much  of  a  contribution  to  our 
energy  needs.  But  on  Tuesday,  May  6, 
when  the  Minneapolis  Grain  Ex- 
change started  to  trade  sunflower  seed 
futures,  some  people  started  to  think 
about  solar  energy  as  an  indirect  rath- 
er than  as  a  direct  source  of  energy. 
Eiut  first  let's  take  a  look  at  this 
newest  of  futures  contracts. 

The  sunflower  seed  futures  contract 
is  for  100,000  pounds  (1,000  hundred- 
weight), whose  price  is  quoted  in  dol- 
lars and  cents  per  hundredweight 
(cwt).  The  minimum  price  fluctuation 
is  1  cent  per  cwt  ($10  per  contract), 
with  a  daily  trading  limit  of  50  cents 
per  cwt  ($500  per  contract).  The  con- 
tract calls  for  delivery  of  number  one 
U.S. -origin  oil-type  sunflower  seeds 
with  40%  oil  yield  and  a  minimum 
test  weight  of  25  pounds  per  bushel. 
The  minimum  margin  that  the  ex- 
change asks  for  on  a  contract  is 
$1,200,  with  a  round-turn  commis- 
sion of  about  $85.  But  why  is  there 
such  interest  in  sunflower  seeds  now? 

Led  by  the  Soviet  Union,  Europe 
produces  about  two-thirds  of  the 
world's  sunflower  seeds.  European 
countries  outside  the  U.S.S.R.  import 
about  two-thirds  of  the  world's  sun- 
flower seed  and  oil.  For  many  years 
the  U.S.  ignored  sunflower  seeds.  But 
in  the  1970s  a  switch  was  made  from 
open  pollinated  varieties  to  hybrids, 
resulting  in  more  disease-resistant 


Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


crops  with  higher  oil  content. 

In  1970  the  U.S.  produced  less  than 
100,000  metric  tons.  But  in  the  first 
half  of  the  decade  the  crop  increased 
fivefold.  In  1977  the  U.S.  more  than 
doubled  production  to  take  second 
place  behind  the  Russians.  In  1979  the 
crop  came  in  at  3.7  million  metric 
tons — a  37-fold  increase  in  sunflower 
seed  production  in  ten  years.  The  rise 
in  U.S.  sunflower  seed  exports  has 
been  even  more  dramatic.  From  a  2% 
share  of  world  exports  in  1971,  the 
U.S.  has  become  the  leading  exporter 
of  sunflower  seeds,  accounting  for 
85%  in  1979. 

With  about  70%  linoleic  acid,  sun- 
flowers are  a  superior  source  of  vege- 
table oil  for  use  in  cooking  and  salad 
oils,  margarine  and  shortening.  The 
high  protein  content  of  sunflower 
seed  oil  has  made  it  an  important  part 
of  European  diets. 

The  oil  and  meal  extracted  from 
sunflower  seeds  are  viewed  by  many 
as  direct  competitors  for  soybean 
meal  and  oil.  But  there  are  some  dif- 
ferences: Whereas  soymeal  and  soyoil 
constitute  about  80%  and  18%  re- 
spectively of  the  soybean,  sunmeal 
and  sunoil  make  up  55%  and  40%  of 
the  sunflower  seed.  Thus  it  is  fair  to 
say  that  the  sunflower  seed  is  more  of 
an  oil  seed,  while  soybeans  are  more 
of  a  meal  seed.  Because  of  a  difference 
in  protein  content,  it  is  necessary  to 
multiply  the  price  of  44%  protein  soy- 
bean meal  by  0.63  in  order  to  make  it 
comparable  with  the  price  of  28% 
protein  sunmeal  (including  hulls).  The 
value  of  the  sunoil  currently  repre- 
sents about  78%  of  the  sunflower  seed 
products.  This  means  that  sunflower 
seed  prices  will  tend  to  move  in  paral- 
lel with  soyoil  prices  rather  than  with 
soybean  prices. 

Where  does  solar  energy  come  into 
the  picture?  Sunoil  has  been  demon- 
strated to  be  a  substitute  for  diesel 
fuel.  Vegetable  oils  have  not,  until  re- 
cently, been  given  any  serious  consid- 
eration as  a  source  of  energy  for  die- 
sels  because  it  has  been  more  eco- 
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nomical  to  process  vegetable  oils 
centralized,  large,  solvent-extracti 
type  plants.  In  such  cases  the  hi 
cost  of  transportation  is  always 
limiting  factor.  But  now  a  number 
groups  have  started  to  examine  t 
possibility  of  smaller,  on-farm  prodi 
tion  of  sunoil,  which  has  seve 
things  going  for  it. 

A  farmer  could  produce  enough 
from  his  own  crop  and  labor  to  op< 
ate  his  farm  equipment.  Furthermo 
after  extracting  the  oil,  the  farrr 
would  be  left  with  a  meal  that  is 
adequate  animal  feed.  Conservative 
it  is  expected  that  each  acre  planted 
sunflower  seed  would  produce  abt 
65  gallons  of  oil  and  about  620  pour 
of  dehulled  meal.  When  one  tat 
credit  for  fche  value  of  the  meal  a 
the  value  of  the  sunflower  seed  itse 
the  imputed  cost  of  the  oil  would 
around  85  cents  per  gallon. 

It  should  be  kept  in  mind,  howev 
that  even  if  we  turned  every  pound 
sunflower  seed  raised  in  the  US.  1; 
year  into  oil,  we  would  only  gj 
about  10  million  barrels,  which 
about  two  days'  worth  of  imporl 
crude.  Nevertheless,  yields  have  be 
steadily  climbing,  and  farmers  hs 
been  increasing  their  sunflower  ac 
age.  Acreage  is  expected  to  double 
1984.  I  don't  doubt  that  if  farm 
found  they  could  reduce  the  amoi 
of  diesel  fuel  they  must  purchase 
planting  sunflowers,  acreage  figu 
would  be  even  higher  than  what 
currently  expected. 

Several  problems  remain  to  be  m« 
fully  explored  in  this  area.  One  is  1 
development  of  a  low-cost,  on-far 
oil  extractor.  Another  is  the  effect 
long-term  burning  of  sunoil  on  eng] 
wear  and  life.  Finally,  what  is  the  . 
propriate  mixture  of  sunoil  and  die 
fuel  required  to  get  a  fuel  with  a  1< 
enough  viscosity  to  flow  all  winter 

Volume  of  trading  is  still  too  low 
me  to  make  a  recommendation.  He 
ever,  the  sunflower  seed  market  is  c 
that  many  of  us  will  be  watching  w 
interest  in  the  coming  months. 


Bellies  again 

August  bellies  are  trading  at  an  1* 
torical  discount  to  the  February  c« 
tract — 1,700  points  or  so.  Ventu 
some  traders  might  buy  August  a 
sell  February  at  such  levels  and  lc 
for  a  narrowing  of  500  to  800  poii 
($1,900  to  $3,040).  I  would  risk 
more  than  200  points  ($760)  from  i 
entry  position.  Margin  on  this  tn 
would  be  about  $700,  with  a  roui 
turn  commission  of  $85.  ■ 
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The  secret  of  being  miserable  is 
to  have  leisure  to  bother  about 
w  hcther  you  are  happy  or  not. 
George  Bernard  Shaw 


Life  would  be  infinitely 
happier  if  we  could  only 
be  born  at  the  age  of  80  and 
gradually  approach  18. 
Mark  Twain 


In  the  normal  human  being 
it  is  impossible  to  live  every 
day  under  emotional  stress; 
there  have  to  be,  on  this 
seesaw,  periods  of  even  balance. 
Faith  Baldwin 


I  reject  get-it-done, 
make-it-happen  thinking. 
I  want  to  slow  things  down 
so  I  understand  them  better. 
Jerry  Brown 


Man  was  not  bom  to  solve  the 
problems  of  the  universe,  but 
to  put  his  finger  on  the  problem 
and  then  to  keep  within  the 
limits  of  the  comprehensible. 
Goethe 


It  is  not  true  that  X  never 
thinks.  On  the  contrary, 
he  is  always  thinking — 
about  something  else. 
Francis  Herbert  Bradley 


The  best  thinking  has  been 
done  in  solitude.  The  worst 
has  been  done  in  turmoil. 
Thomas  Alva  Edison 


Those  who  decide  to  use  leisure 
as  a  means  of  mental  development, 
who  love  good  music,  good  books, 
good  pictures,  good  plays,  good 
company,  good  conversation — 
what  are  they?  They  are  the 
happiest  people  in  the  world. 
William  Lyon  Phelps 


I  live  in  the  crowds  of  jollity, 
not  so  much  to  enjoy  company 
as  to  shun  myself. 
Samuel  Johnson 


Thoughts 

on  t  he  Business  of  I  He 


I  pity  any  fellow  who  doesn't 
enjoy  fishing.  Fishing,  somehow, 
stimulates  reflection,  tempers 
the  vicissitudes  of  business 
life,  encourages  contemplation, 
calms  one's  nerves. 
B.C.  Forbes 


I  have  stood  in  some  mighty- 
mouthed  hollow  that  is  plumb 
full  of  hush  to  the  brim. 
Robert  W.  Service 


Man  is  a  gregarious  animal, 
and  much  more  so  in  his  mind 
than  in  his  body.  He  may 
like  to  go  alone  for  a  walk, 
but  he  hates  to  stand  alone 
in  his  opinions. 
George  Santayana 


One  can  acquire  everything 
in  solitude  except  character. 
Stendhal 


Solitude  affects  some  people 
like  wine;  they  must  not 
take  too  much  of  it,  for 
it  flies  to  the  head. 
Mary  Coleridge 


Whenever  I  think  I  make  a  mistake. 
Roger  Stevens 


A  woman  who  has  never  seen  her 
husband  fishing  doesn't  know  what 
a  patient  man  she  has  married. 
Ed  Howe 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


People  should  think  things  out 
fresh  and  not  just  accept 
conventional  terms  and  the 
conventional  way  of  doing  thin 
Buckminster  Fuller 


Vacant  lots  and  vacant  minds 
attract  the  most  rubbish. 
Arnold  Glasow 


It  is  a  common  experience  that 
a  problem  difficult  at  night 
is  resolved  in  the  morning 
after  the  committee  of 
sleep  has  worked  on  it. 
John  Steinbeck 


Silence  is  the  element  in  which 
great  things  fashion  themselves 
Thomas  Carlyle 


A  Text . . . 

Commit  thy  works 
unto  the  Lord, 
and  thy  thoughts 
shall  be  established. 
Proverbs  16:3 


Sent  in  by  Donald  B.  Willis,  Parma  Heij 
Ohio.  What's  your  favorite  text?  The  Fo 
St  rapbook  of  Thoughts  on  the  Busmen 
Life  is  presented  to  senders  of  texts  used. 


It  is  human  nature  to  think 
wisely  and  act  foolishly. 
Anatole  France 


Every  good  thought  you  think 
is  contributing  its  share  to 
the  ultimate  result  of  your  life. 
Grenville  Kleiser 


Idleness  and  the  incapacity 
for  leisure  correspond  with 
one  another;  leisure  is  the 
contrary  of  both.  Leisure 
is  only  possible  to  a  man  who 
is  at  one  with  himself  and 
also  at  one  with  the  world. 
John  Piper 
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From  Oakland  to  Dallas 
to  New  York  or  10,000 points 
in  between... 


Ill's  P-l-E  is  the  first  choice 
for  the  long  haul. 


Pacific  Intermountain  Express  serves  almost 
every  business  center  in  the  nation.  Its  terminals 
and  routes  stretch  from  California  across  the 
Rockies  to  Texas  and  the  Great  Lakes,  and  from 
the  Northeast  to  the  Pacific  Northwest. 

This  broad  network  enables  P  I  E  to  provide 
shippers  of  all  sizes  with  direct  service  to  more 
than  10,000  cities  and  towns.  And  direct  service 
means  speed  and  efficiency. 

The  truck  lines  on-time  performance  record 
is  one  of  the  best  .  A  Dallas  shipper  says 
he  uses  P-I-E  because  "they  can  deliver  in 
days,  not  weeks.  And  in  my  business,  time 
is  definitely  money!' 

P-I-E  pioneered  the  use  of  computer 
technology  to  improve  service  for  ship- 


pers. This  means  monitoring  every  truck  and 
every  shipment  day  and  night  —  to  ensure  that 
freight  is  picked  up  and  delivered  on  schedule. 
That's  another  reason  why  P-I-E  is  currently  the 
fastest  growing  of  the  country's  top  20  carriers. 

P-I-E  is  an  important  part  of  IU  Interna- 
tional, a  company  with  interests  in  transportation 
services,  industrial,  utility,  distribution  and  ag- 
ribusiness markets  that  add  up  to  annual  reve- 
nues of  more  than  $2.6  billion. 

For  more  information  on  P-I-E,  write 
Doyle  Beatenbough,  President,  Pacific 
Intermountain  Express,  PO.  Box  8004, 
Walnut  Creek,  CA  94596.  To  learn  more 
about  IU,  write  IU  Corporate  Affairs,  1500 
Walnut  Street,  Philadelphia,  PA  19102.  , 
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Reduce 


of  a  page  without... 

If  you  copy  from  two-sided  originals,  your  copier  is  definitely  contributing  to  office  turnover. 

Because  in  order  to  make  two-sided  copies,  your  people  have  to:  (1)  copy  one  side,  (2)  turn  over  the 
original,  and  (3)  copy  the  other  side. 

Maybe  you  should  turn  to  a  Xerox  5600.  It's  the  only  copier  that  does  all  that  in  (1)  step,  automatically. 
It  also  collates  your  copies  into  nice,  neat  sets,  automatically.  And  even  staples  them,  automatically. 

Which  automatically  gives  your  people  time  to  spend  on  more  rewarding  and  productive  things  than 
standing  by  a  copier  and  shuffling  originals. 

And  that's  another  way  a  Xerox  5600  can  help  reduce  office  turnover. 

Give  us  a  call  at  800-648-5600  (operator  263),*  and  we'll  be  happy  to  show  you  how. 


(OX®  and  S600  arc  trademarks  of  XEROX  CXJRPORATION. 
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"In  Nevada,  call  H00-9';2-5710,  operator  263. 
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companies  are  where  the  money  is,  and  politicians  from 
Philadelphia  to  Juneau  are  swarming  around  them  like  flies 
around  spilled  honey  31 
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money  rides  on  the  answer  35 
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wonder  why  you  shelled  out  that  $26  million  46 
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company  as  his  plaything.  He's  not  the  only  one.  A  long  lir 
of  shadowy  European  businessmen  who  left  home  in 
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provide  higher  yields,  too  64 

Utilities:  Pay  Now  Or  Pay  Later.  Pressure  groups,  inflation 
and  conservation  have  all  but  destroyed  nuclear  power  in 
the  U.S.  In  the  last  six  years  alone,  more  than  50  nuclear 
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Streetwalker:  Hitting  A  Gusher!  Look  for  more  trust 
)ffs  in  the  oil  business.  The  big  question  is  whether 
;ovemment  will  go  along  72 


ire:  Watching  The  Dollars.  Recession  or  no,  Ameri- 
are  still  spending  plenty  on  entertainment  and  recrea- 
But  they're  spending  more  selectively — which  is  why 
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Bell  neiptng  yotf  to  manage  your  ousiness  aener  -tt± 


ARE  YOU  CLOSING  YOUR  EYES 
TO  THE  PROFIT  POTENTIAL 
IN  800  SERVICE? 


Today,  over  29,000  companies 
have  discovered  the  profit  potential 
in  the  800  Service  number. 

They  are  small  and  large  com- 
panies. They  represent  all  types  of 
businesses  — antiques,  chemicals, 
florists,  lab  supplies,  and  lots  more. 

That  means  there's  a  variety  of 
ways  to  use  800  Service.  If  you're 
not  using  it,  maybe  there's  a  poten- 
tial you  haven't  yet  spotted. 

Here  are  some  of  the  things 
we've  learned  that  may  help  you. 

Instant  Action  With  Direct  Sales 

Your  customer's  interest  is  at  its 
highest  when  he  or  she  first  sees 
your  ad.  The  800  Service  number 
lets  customers  respond  instantly.  It 
prompts  people  to  buy,  improves 
the  number  of  responses  you  get. 

Do  you  publish  a  catalog?  Peo- 
ple find  it  easier  to  call  your  800  Ser- 
vice number  than  to  fill  out  a  catalog 
order  form.  And  your  order  people 
can  suggest  additional  items  to  buy. 

Smaller  companies,  which  spe- 
cialize in  one  type  of  product,  such 
as  competition  swimwear  or  cus- 
tomized auto  bodies,  have  found  the 
800  Service  especially  profitable. 

Sell  To  Other  Businesses 

When  your  customers  want  to 
order,  and  your  salesperson  isn't  due 
for  a  visit,  all  they  have  to  do  is  call 
your  800  Service  number.  They  can 
discuss  their  needs  with  your  sales- 
people, make  substitutions  on  the 
spot,  learn  about  new  products,  be 
reminded  of  discounts  and  deals. 

Complaints  are  cleared  up, 
orders  are  processed  and  delivered 
faster.  With  better  service,  you  have 
an  edge  over  the  competition. 

One  company,  by  adding  800 
Service,  was  able  to  close  down  its 
nationwide  sales  offices.  Now  cus- 
tomers, instead  of  calling  one  of  the 
local  offices,  call  central  headquar- 
ters. It's  faster  and  more  efficient— 
yet  warm  and  personal. 

Give  Customers  Information 
With  800  Service,  consumers 


can  find  out  where  your  retail  outlets 
are,  what  stores  carry  your  product. 
Do  they  want  product  information  — 
sizes  or  colors?  Do  they  want  to 
locate  the  nearest  repair  service? 
800  is  the  answer. 

One  camera  manufacturer  gives 
advice  on  picture  taking  with  it.  A 
model  airplane  manufacturer  has 
substantially  reduced  returns  with 
instant  help  on  getting  models  to  fly. 
In  this  way,  too,  they  catch  defects 
when  new  products  are  launched. 

Measure  Advertising  Response 
With  800  Service,  you'll  know 
immediately  how  effective  the  ad  is. 
You  ll  discover  which  media  are  pull- 
ing best.  And  ask  any  other  question 
that  might  be  helpful  in  evaluating 
your  advertising. 

When  you  learn  instantly  which 
are  your  best  ads,  you  can  pull  the 
poor  performers  at  once  and  so 
increase  advertising  productivity. 

Improve  Company  Image 

Consumer  attitudes  can  help  or 
hurt  your  business.  In  this  age  of 
consumerism,  800  Service  demon- 

(2)  Bell  System 


strates  your  willingness  to  talk,  give 
you  an  honest,  candid  image. 

800  Service  lets  you  answe 
consumer  questions  quickly  am 
courteously.  It  turns  potentially  dis 
satisfied  customers  into  friends. 

Company  stockholders  can  als 
talk  to  you  in  this  way.  And  it' 
easy  for  potential  stockholders  am 
financial  analysts  to  establish  con 
tact  and  request  additional  infor 
mation,  annual  reports,  or  specia 
brochures. 

Here's  More  Help 

In  addition  to  800  Service,  Bel 
has  all  these  programs  to  help  yoi) 
manage  your  business  better. 

#2  WATS  Lines  for  Small  anc 
Medium  Business.  Learn  the  mosi 
economical  ways  to  buy  WATS— bj 
time,  by  area— and  how  WATS  car 
build  profits,  improve  customer  ser 
vice,  and  reduce  selling  costs. 

#3  Remote  Call  Forwarding  (RCF) 
Customers  dial  a  local  number 
reach  you  in  a  distant  city.  You  have 
local  "presence''  without  the 
expense  of  a  local  office.  Lets  yoi 
open  new  markets,  test  out  those 
new  markets  and  give  better  service 

#4  Selling  Smaller  Accounts 

Instead  of  visiting  distant  accounts 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventor)] 
prompts  them  to  buy. 

#5  Improving  Credit  Management 

It's  the  key  to  cash  flow— programs 
that  expand  your  market,  develop! 
customers, build  profits.  Helps  you 
check  the  customer's  ability  to  pay. 
calculate  marginal  risk,  and  collect 
overdue  accounts. 

#6. Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
how  to  capitalize  on  a  prospect 
interest  immediately  with  quick  anc 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond 
ing  through  the  mail. 


CALL  800-821-2121, 

Ext.  962. 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  962. 


A  BELL  BUSINESS  EXPEBT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  the  800 
Service  number  can  be  a  practical, 
profitable  plus  for  your  business.  To 
help  you,  we'll  need  information.  So 
we'll  ask  questions,  like  the  ones 
listed  below.  No  surprises,  nothing 
you  won't  have  the  answer  to.  You'll 
find  the  discussion  thoroughly 
enlightening  and  enjoyable. 


What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 
business  have? 


Ill  take  a  good 
look  at  it. 


Q.  What  type  of  advertising/ promo- 
tion do  you  use? 
Q.  Do  you  accept  collect  calls? 


Q.  Do  you  use  services  other  than 
your  local  lines,  such  as  BCF? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  coverage? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  Svstem  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Bemote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 


Name. 
Title_ 


Company^ 

Address  

City  


Area  Code. 


.State. 


_Zip_ 


.Business  Phone_ 


800-821-2121,  Ext.  962 

To  call  toll  free,  dial  800-821-2121,  Ext.  962,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  962. 
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Writing  columns  for  Forbes  every  fort- 
night and  handling  successful  careers  is 
not  enough  to  keep  our  Money  and  In- 
vestment writers  busy.  Most  of  them 
have  one  or  more  books  to  their  credit.  A 
new  crop  is  recently  off  the  presses. 

Ashby  Bladen's  first  book,  How  To 
Cope  with  the  Developing  Financial  Crisis 
(McGraw-Hill,  $8.95),  reflects  his  feeling 
that  the  U.S.  is  in  economic  trouble  that 
will  destroy  our  standard  of  living  if  we 
do  not  act  soon. 

Dr.  Srully  Blotnick  has  just  finished 
his  second  book,  Getting  Rich  Your  Own 
Way  (Doubleday,  $10.95).  If  you've  read 
all  the  get-rich-quick  books,  forget  them. 
This  one  is  different.  Over  the  last  20 
years,  Blotnick  has  studied  more  than 
1,000  people,  none  of  whom  started  out 
wealthy.  His  findings  will  really  surprise 
you.  He  says  that  the  way  to  be  success- 
ful in  our  society  is  not  through  buttering 


Forbes  Art  Director  Everett  Halvorsen 
last  month  won  a  Certificate  of  Merit 
from  the  New  York  Art  Directors  Club 
for  his  Apr.  16,  1979  cover  on  theft  as  a 
growth  industry,  rendered  by  artist 
Mark  Hess. 

Halvorsen  originally  had  entered  four 
or  five  Forbes  covers  among  the  200-or- 
so  that  were  submitted  in  the  competi- 
tion; he  has  no  idea  why  the  judges 
picked  this  particular  one.  "I  think  this 
one  was  selected,"  he  theorizes,  "be- 
cause a  joke  was  involved.  But  it  had  to 
be  very  obvious." 


up  the  right  people,  playing  politic: 
marrying  the  boss'  son  or  daughter.  H 
then?  Would  you  believe  working  harj 
something  you  really  like;  He  has 
facts  to  prove  it. 

Contrarian  Investment  Strategy  (Rand 
House,  $12.95),  David  Dreman's  sec 
book,  shows  how  a  smart  little  inves 
can  beat  the  big  investors  if  he  plays 
game  right. 

lohn  Train  is  the  most  prolific  of  l 
group,  with  five  books  to  his  credit  j 
another  scheduled  soon.  His  latest  is 
Money  Masters  (Harper  &  Row,  $9. 
describing  and  evaluating  the  stratefl 
and  philosophies  of  America's  greaj 
money  managers.  A  Book-of-the-Mo) 
selection. 

Ben  Weberman  has  just  published 
first  book:  Interest  Rate  Futures — Pre 
and  Pitfalls.  Light  summer  reading?  D 
nitely  not. 


Halvorsen  says  he  himself  had  doul 
about  the  sketch  at  first.  Halvorsen  h 
prepared  a  number  of  rough  sketches 
show  to  Managing  Editor  Sheldon  Zah 
nick;  unsure  how  this  one  would  be  : 
ceived,  he  stuck  it  in  his  back  pock 
When  Editor  Zalaznick  rejected  the  ot 
er  sketches,  Halvorsen  reached  into  I 
back  pocket.  Voila!  This  and  other  wo 
that  Halvorsen  has  done  caused  consi 
tant  John  Peter  to  write  in  Folio  ma£ 
zine:  "Lately,  some  of  the  best  conce 
covers  have  been  showing  up  on  Forh 
magazine." 


Back-pocket  idea 
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One  of  these  drivers  had  a 
head-on  collision  and  walked  away 

without  a  scratch. 


"I'm  Dr.  Arnold  Arms,  the  man  on  the  left.  In  1975, 
drove  one  of  the  American  cars  equipped  with 
ir  bag  restraint  systems  being  tested  in  this  country. 
\t  6  p.m.  on  October  7 1  left  my  office  to  make  a  house 
all  and  never  made  it.  I  had  a  head-on  collision  with 
city  bus.  I  was  travelling  at  about  25  miles  an  hour. 

"I  recall  very  well  what  happened.  The  air  bag 
lied  in  front  of  the  steering  wheel  and  deflated  right 
way.  I  could  see  I  was  alive.  I  could  see  that  I  had 
o  broken  bones.  To  my  surprise,  I  didn't  even  have 
headache  or  whiplash  injury.  I  was  able  to  walk  away 
om  the  crash 'Arnold  V.  Arms,  M.D.,  Kansas  City,  MO 

In  1979,  25  million  auto  accidents  occurred  in  the 
I.S.  Millions  of  drivers  and  passengers  were  injured; 
7000  of  them  died.  The  cost  of  hospital  and  medical 
eatment  for  auto  injuries  was  astronomical.  And  with 
iflation  continuing  to  spiral,  these  costs  continue  to 
oar. 

Many  deaths  and  injuries  could  be  prevented  if 
eople  would  use  seat  belts  and  shoulder  harnesses, 
'hich  are  standard  equipment  in  all  new  cars.  Unfortu- 
ately,  fewer  than  20%  of  all  automobile  occupants  use 
leir  seat  belts. 

A  federal  standard  requires  that  all  full-size  1982- 
iodel  cars  automatically  protect  front  seat  occupants 
Dm  serious  injury  in  crashes  up  to  30  mph. 

The  auto  industry  has  proven  technology  to  meet 
lese  new  federal  requirements.  Safety  belts  that  auto- 
latically  restrain  you  is  one  approach.  The  air  bag 
sstraint  system  is  another. 


Extensive  testing  has  proven  that  air  bags  can 
absorb  the  impact  forces  in  head-on  and  front-angle 
crashes,  with  a  cushioning  effect  that  dramatically 
reduces  serious  injury.  Research  has  shown  that  air 
bag  protection  can  reduce  the  frequency  of  head, 
face,  neck  and  torso  injuries  by  as  much  as  40%.  And 
the  cost  is  less  than  many  car  stereo  systems. 

Air  bag  protection  is  automatic.  No  initiative  is 
needed  from  the  occupant.  However,  manual  lap  belts 
will  still  be  provided  for  those  who  desire  additional 
protection  in  other  than  front-angle  crashes. 

If  there  are  fewer  injuries,  there  will  be  less  medi- 
cal, hospital  and  legal  expenses.  And  we  will  be  better 
able  to  keep  the  cost  of  your  auto  insurance  at  a  rea- 
sonable, affordable  level. 

Here's  what  we're  doing  to  control  costs: 

■  Working  through  the  Insurance  Institute  for  Highway 
Safety  to  make  cars  more  crash  resistant  and  high- 
ways safer. 

■  Lowering  premiums  for  cars  with  air  bag  or  auto- 
matic seat  belt  restraint  systems. 

■  Asking  for  stricter  enforcement  of  the  55  mph  speed 
limit. 

■  Encouraging  increased  use  of  safety  belts. 

Here's  what  you  can  do: 

■  Use  your  seat  belt  regularly. 

■  Work  in  your  community  to  make  sure  speed  laws 
are  enforced. 

■  Don't  drink  if  you're  going  to  drive. 


Affordable  insurance  is  our  business—and  yours. 

This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  New  York  10038. 


Trends 


Edited  By  John  A.  Conway 


Mickey  Mouse  in  Canada 

While  the  statesmen  in  Ottawa  and 
Washington  quarrel  about  weighty  issues 
like  natural  gas  and  fishing  rights, 
American  businessmen  operating  across 
the  border  burn  about  lower-level  but 
equally  bothersome  problems  with  our 
northern  neighbors.  One  is  the  way  petty 
officials  and  bureaucrats  seem  to  go  out 
of  their  way  to  impose  hypernationalis- 
tic  standards  in  what  should  be  run-of- 
the-mill  dealings.  A  U.S.  company  that 
uses  an  American  photographer  to  pho- 
tograph an  important  meeting  in  Can- 
ada, for  example,  can  suffer  days  of  delay 
and  pay  heavy  export  duties  to  get  its 
films  home.  Such  Mickey  Mouse  stric- 
tures may  be  unimportant  in  the  big  pic- 
ture, but  they  add  up.  One  multimillion- 
dollar  U.S.  service  firm,  for  example, 
cites  such  annoyances  as  a  factor  in  its 
decision  to  move  its  international  head- 
quarters from  Canada  to  Switzerland. 


Wooing  Japan's  woodmen 

U.S.  lumbermen  are  out  to  nail  down 
some .  much-needed  new  business  by 
changing  Japan's  traditional  homebuild- 
ing  techniques.  The  Japanese  favor  so- 
called  "post-and-beam"  construction, 
placing  four-by-four-inch  beams  atop 
posts;  the  U.S.  uses  a  method  called 
"frame"  construction,  or  "two-by-four- 
inch"  technology.  The  Japanese  are  ma- 
jor importers  of  wood  from  the  U.S.,  but 
most  of  it  is  logs.  The  Western  Wood 
Products  Association  (with  more  than 
200  producers  in  12  western  states) 
opened  a  liaison  office  three  years  ago  in 
Tokyo  to  preach  the  two-by-four  doc- 
trine, among  other  things,  to  the  Japa- 
nese in  hopes  of  generating  more  de- 
mand for  U.S. -finished  products.  The 
conversion  won't  be  easy,  though  some 
progress  has  been  made.  In  1979,  12,000 
of  the  1.3  million  new  homes  put  up  in 
Japan  were  built  by  the  frame  method. 
This  year  total  homes  are  expected  to  be 
the  same  but  the  number  built  by  the 
U.S.  method  is  forecast  to  inch  up  to 
about  20,000. 


The  call  to  cap  and  gown 

The  big  universities  are  accelerating 
their  search  for  businessmen,  rather  than 
academies,  to  run  their  graduate  business 
schools.  This  year  alone,  Stanford  tapped 
Dana  Corp.  Chairman  Rene  McPherson, 
55,  as  its  new  dean  of  business;  New 
York  University  named  American  Can's 
Chairman  William  May,  64;  and  the 
University  of  Virginia  gave  the  nod  to  a 
former    Xerox    president,    Robert  W. 


Haigh,  53.  Cornell,  after  a  search  that 
lasted  almost  two  years,  plumped  for  Ed- 
ward Jordan,  the  50-year-old  chairman 
and  chief  executive  of  Conrail.  William 
K.'Laidlaw,  director  of  the  American  As- 
sembly of  Collegiate  Schools  of-Business, 
says  school  officials  have  come  to  put 
more  value  on  the  relationship  between  a 
school  and  the  business  community  for 
teaching,  job  placement  and  fundraising. 
David  A.  Thomas,  acting  dean  of  Cor- 
nell's business  school,  adds  that  the 
schools  feel  businessmen  give  them  bet- 
ter visibility  in  the  business  community. 
Although  the  job  descriptions  may  have 
been  changed  to  fit  professional  busi- 
nessmen, the  salaries  have  remained  aca- 
demic. Jordan,  for  instance,  makes 
$300,000  at  Conrail;  at  Cornell,  he  will 
get  about  $60,000.  So  why  switch?  "I 
thought  it  would  be  challenging,"  he- 
says.  He  may  also  find  above  Cayuga's 
waters  some  welcome  relief  from  the 
horrendous  problems  of  the  moneylosing 
Conrail,  which  took  over  the  wreckage 
of  the  Penn  Central  rail  lines. 


Where  the  curve  is  king 


Economist  Arthur  Laffer 

His  curve  is  his  best  pitch. 

Arthur  Laffer,  the  University  of  Califor- 
nia economist  with  the  now-famous 
curve,  may  be  a  figure  of  controversy  in 
most  places  with  his  theory  that  tax  cuts 
can  bring  increased  revenues,  but  he  is  a 
hero  in  Puerto  Rico.  The  island's  gover- 
nor, Carlos  Romero  Barcelo,  has  been  a 
fan  of  the  38-year-old  Laffer  and  his  ideas 
for  several  years.  More  important,  he  has 
been  applying  those  ideas  to  his  com- 
monwealth's revenue  policies.  He  began 
with  a  5%  tax  cut  in  1977,  repeated  the 
process  each  year  since,  and  plans  to 
keep  up  the.  5%  slashes  into  1982.  The 
result?  Income-tax  collections  through 
April  of  1980  were  13.5%  higher  than 
the  1979  rate.  Some  officials  in  Romero's 
Treasury  Department  say  flatly  that  the 
figures  prove  Laffer 's  theories.  The  gov- 


ernor doesn't  go  quite  that  far,  b 
comes  close.  "The  things  Laffer  tc 
would  happen  are  happening,"  he 
Laffer,  whose  curve  has  found  favor 
such  Republicans  as  Ronald  Reagal 
Representative  Jack  Kemp,  postij 
that  as  taxes  move  up  on  his  graph, 
reach  a  point  where  revenues  beg 
fall  as  taxpayer  resistance  stiffen) 
that  point,  he  holds,  a  cut  means 
money  in  the  tax  collector's  till. 


t  "'■ 

i  rival  I 
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The  confused  headhuntel 

The  headhunters  seem  to  be  trackill 
different  directions  about  the  effecl 
the  recession  on  their  business.  Spel 
Stuart  &  Associates,  a  search  firm  [ 
specializes  in  top  level  jobs  ($  1 0C| 
and  up),  says  its  business  is  up  36^1 
spite  the  downturn  in  the  econom| 
new  survey  of  750  corporations,  col| 
and  government  agencies  by  Korn/l| 
International,  another  major  recrv 
however,  showed  that  executive  pos 
those  brackets  were  3%  lower  in 
May  and  June  than  they  were  inl| 
same  months  last  year.  It  was  the 
drop  in  the  seven-year  history  of  I 
survey.  Real  estate  and  financial  semi 
companies,  the  Korn/Ferry  report  foil 
were  particularly  chary  of  taking| 
high-priced  help  right  now.  Things  aj 
too  good  in  the  lower  brackets,  eitha 
survey  of  51  search  firms,  conducts 
the  Association  of  Executive  Recrui 
Consultants,  found  that  low-to-mi<| 
search  orders  were  off  10%. 


Slimming  the  jumbos 

Facing  a  $1  billion  fuel  bill  this  yj 
TWA  is  watching  not  only  pennies  i 
pounds,  with  a  full-scale  weight-M] 
ming  program  to  slim  down  its  wj 
bodies.  (One  pound  on  a  big  plane  all 
the  airline  $349  a  year  in  fuel  and! 
empty  747  comes  in  at  359,000  pounl 
The  engineers  are  overlooking  no  betj 
new  carpet  with  13.2  fewer  ounces 
square  yard  saves  about  $100,000  a 
on  the  747s  (which  have  425  y 
apiece).  Lighter  hydraulic  fluid  sa| 
two-tenths  of  a  pound  per  gallon.  A  fl 
combination  escape  slide  and  life  l 
will  trim  2,200  pounds  from  each  airci 
and  $710,000  from  the  fleet's  fuel  coij 
putting  only  one  copy  of  the  TWA  hoi 
magazine  in  the  seat  pockets  will  si 
another  $343,000.  Robin  Wilson,  the 
nior  operations  vice  president  in  ch 
of.  the  weight  watching,  is  also  loo 
over  plans  to  remove  the  fold-do 
coach  seat-back  (200  to  600  poun 
take  away  the  sliding  food  trays 
coach  riders  (90  to  270  pounds)  and 
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r  carpeting  on  bulkheads  (80  to  150 
Is).  TWA  may  also  follow  the  lead 
ne  rival  lines  and  strip  the  paint 
its  jets,  saving  460  pounds  on  a  747, 
n  an  L-1011.  About  the  only  items 
nits  to  Wilson,  in  fact,  are  tires  and 
s,  and  his  job  looks  like  a  career.  Jet 
las  gone  from  1 1  cents  a  gallon  to 
$1  in  seven  years,-  and  Wilson  ex- 
it to  climb  "probably  to  more  than 
allon  by  the  end  of  the  decade." 


ow  not  to  say  "Please" 

rs  of  government  grants  should 
i  their  language.  Grants  Magazine, 
l  caters  to  professors,  has  compiled 
of  cliches  that  spell  no-no  to  the 
rs  of  Washington's  largess.  The  ten 
of  these  "dead  metaphors"  (as  the 
sine  calls  them):  "a  growing  body  of 
ice,"  "a  thorough  search  of  the  lit- 
e,"  "beyond  the  scope  of  this 
"  "contrary  to  public  opinion," 
;ing  new  results,"  "fills  an  impor- 
>ap,"  "in-depth  study,"  "long-ne- 
d  subject,"  "tip  of  the  iceberg"  and 
ants  further  investigation." 


Sweat,  but  no  sales 

Dgging  craze  and  the  10,000-entry 
hons  may  give  the  impression  that 
.S.  is  a  nation  of  athletes,  but  you 
never  prove  it  by  the  sporting- 
manufacturers.  Sales  growth  and 
5  hit  new  lows  in  the  industry  last 
according  to  the  Sporting  Goods 
facturers  Association,  and  "the  sit- 
l  could  be  worse  this  year  because 
recession,"  says  Sebastian  DiCa- 
the  group's  marketing  director, 
studying  the  annual  reports  of  60 
:ly  owned  companies,  DiCasoli 
return  on  sales  was  only  2.4%  in 
less  than  half  the  margin  during 
:ak  year  of  1973.  Sales  grew  only 
far  less  than  the  13.3%  inflation 
The  gasoline  scare  helps  explain 
of  the  slump — the  drop  in  camper 
creational-vehicle  sales,  for  exam- 
id  the  doldrums  in  the  boating  in- 
'.  But  golf  clubs  also  leveled  off. 
re  aren't  that  many  new  golfers 
Lg  along,"  DiCasoli  says.)  Lawsuits 
njuries  allegedly  caused  by  faulty 
nent  have  raised  insurance  costs 
iscouraged  competition.  "A  few 
ago,"  DiCasoli  notes,  "there  were 
npanies  making  football  helmets, 
there  are  7."  Imports  have  also 
-baseballs  now  come  from  Haiti; 
gear  from  Japan,  Taiwan  and  South 
.  Even  jogging,  DiCasoli  fears,  is  off 
ice:  "The  number  of  new  joggers 
liled  off."  The  true  fan  may  be 
I  the  $60-to-$70  shoes  but  the  low- 
:ed  ones  aren't  moving. 
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I  you'd  like  to  know  more  about  our  water,  or  the  old-time  way  we  make  Jack  Daniel's,  drop  us  a  line, 

OF  THE  2,531  CAVES  in  Tennessee,  this  one 
in  Moore  County  is  particularly  prized. 

It's  fed,  you  see,  by  an  underground,  iron- 
free  spring  flowing  at  56  °  year  round.  Mr. 
Jack  Daniel,  a  native  of  these  parts,  laid  claim 
to  the  cave  in  1866.  And  from  that  year 
forward,  its  water  has  been 
used  to  make  Jack  Daniel's 
Whiskey.  Of  course,  there 
are  hundreds  of  caves  just  as 
lovely.  But  after  a  sip  of 
Jack  Daniel's,  you'll  know 
why  this  one  is  valued 
so  highly. 


CHARCOAL 
MELLOWED 


DROP 

6 

BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery, 
Lem  Motlow,  Prop.  Inc.,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 


IT'S  WORTH  A  $60 

MORTGAGE* 


irOOO 


PEOPLE 
MAKE  VALUE 


PEOPLE 
MAKE  A  MARKET 


This  house  is  located  in  a  worn-down  neighborhood  in  an  American  city. 
The  neighborhood  is  not  completely  gone,  but  it's  hurting. 

Urban  neighborhoods  like  this  have  the  potential  to  recover— to 
become  places  where  people  would  like  to  live.  We'll  stake  money  on  it. 

Many  people  feel  they'd  miss  something  by  living  in  the  suburbs.  The  city 
offers  diversity,  history,  culture  and  convenience.  Urban  public  transportation 
means  freedom  from  the  automobile.  Many  city  houses  have  character  and 
architectural  interest.  And  since  more  people  still  choose  the  suburbs,  housing 
in  the  city  can  be  a  good  buy. 

If  people  want  housing  in  the  city,  there  can  be  a  housing  market  in  the  city. 
Lenders  of  mortgage  money,  recognizing  this  change,  can  see  that  this  house 
is  worth  a  lot  to  someone.  When  it  is  rehabilitated,  it  will  be  worth  a  $60,000 
mortgage.  We  can  see  it  now. 


FANNIE  MAE'S 
REHABILITATION 
LOAN  PROGRAM 


GETTING 
THE  WORD  OUT 


LOCAL 
PARTNERSHIPS 


WHAT  IS 
FANNIE  MAE? 


We're  Fannie  Mae,  the  Federal  National  Mortgage  Association.  We 
are  a  shareholder-owned,  profit-making  corporation,  with  a  specific  purpose. 
Our  job  is  to  help  meet  people's  housing  finance  needs.  We  don't  make  loans, 
but  by  buying  mortgages  from  local-lenders  who  do,  we  replenish  the  lenders' 
supply  of  funds  so  they  can  grant  more  mortgages. 

In  addition  to  our  regular  mortgage  purchase  activities,  we  have  set 
up  a  series  of  special  programs  that  use  our  position  in  the  home  finance 
market  to  encourage  more  mortgage  lending  in  urban  areas. 

Under  our  rehabilitation  loan  program,  a  lender  would  be  able  to  grant  a 
$60,000  mortgage  on  a  house  like  this,  even  though  in  its  present  condition  it 
may  have  a  market  value  of  only  $35,000.  Its  value,  when  rehabilitated 
according  to  approved,  detailed  plans,  would  be  about  $63,200.  A  lender 
taking  advantage  of  this  program  could  grant  a  mortgage  based  on  the  com- 
pleted value  of  the  house,  rather  than  on  its  present  value.  The  buyer  who  is 
qualified  for  a  95%,  30-year  conventional  mortgage  would  be  required  to  put 
5%  down  and  would  receive  $60,000  as  a  mortgage  loan —95%  of  the  house's 
completed  value.  $35,000  would  go  directly  to  the  seller  of  the  house,  and 
the  rest  would  be  placed  in  an  escrow  account  administered  by  the  lender,  to 
pay  for  the  rehabilitation. 

Home  buyers  used  to  have  to  go  out  and  persuade  someone  to  give 
them  a  construction  loan  for  the  rehab  work,  with  separate  transaction  costs, 
a  short-term  payback  and  a  higher  interest  rate.  Now  they  don't  have  to. 

If  no  one  knows  about  our  programs,  they  won't  do  much  good.  Fannie  Mae 
people  from  each  of  our  five  regional  offices  go  out  into  the  cities  and  tell 
lenders  what  kinds  of  mortgages  we  will  buy. 

We  also  try  to  convince  them  of  what  we  already  know— that  making 
urban  loans  is  good  business  for  us,  for  lenders  and  for  the  community.  People 
want  urban  homes,  and  Fannie  Mae  believes  that  properly  underwritten 
urban  mortgages  carry  no  more  risk  than  those  on  suburban  properties. 

We  work  with  community  groups,  local  governments  and  local  lenders  to  get 
neighborhoods  turned  around.  It's  already  working  in  neighborhoods  in  such 
cities  as  Memphis,  Philadelphia,  Los  Angeles,  Toledo,  Seattle,  and  Dallas. 

The  city  government  has  to  be  involved,  because  a  neighborhood  will 
not  improve  unless  essential  services  are  maintained  or  re-established.  Build- 
ing codes  have  to  be  applied  sensitively  to  rehabilitated  structures. 

And  there  must  be  a  lender  committed  to  lending  mortgage  money. 
Community  groups  have  often  seen  lenders  as  unapproachable.  They're  not. 
Fannie  Mae  is  in  a  good  position,  with  its  ongoing  relationship  with  many 
lenders,  to  bring  them  into  the  partnership. 

But  most  important,  people  in  the  community  must  make  a  commit- 
ment to  preserving  and  improving  their  neighborhood. 

People  want  to  live  in  cities.  That  means  there  is  economic  life  to  be 
brought  back  into  cities  as  well.  It  is  people  who  make  this  house  worth  a 
$60,000  mortgage.  All  our  complicated  real  estate  and  financial  transactions 
are,  simply,  a  response  to  what  people  want. 

Fannie  Mae,  the  Federal  National  Mortgage  Association,  is  a  shareholder- 
owned  corporation  which  helps  meet  people's  housing  needs  by  supplying 
money  to  the  home  mortgage  industry.  Since  1968,  our  investment  in  mort- 
gages has  financed  housing  for  close  to  3  million  American  families.  Federal 
National  Mortgage  Association,  3900  Wisconsin  Avenue,  N.W,  Washington, 
D.C.  20016. 

FANNIE  MAE  America's  Mortgage  Resource 


Follow-Through 


No.  518  Polyester  (Lined)  No.  527  Blue  Denim 

ADJUSTABLE  CAPS 

WITH  EMBLEMS  USE  FOR. 

Safety  awards,  incentive  for  production  goals,  product  pro- 
motion, advertisement,  conventions,  company  picnics,  trade 
shows,  attendance  awards. 

Choose  the  cap  that  fits  your  need.  Send  us  a  copy  of  your 
logo  or  a  rough  pencil  sketch  and  we'll  do  the  rest.  Your 
emblem  expertly  made  and  sewn  on  the  best  caps  available 
Please  furnish  the  following  information: 

•  Style  No.  How  Many 

•  Copy  For  Emblem  

•  Color    Royal  Blue,  Navy  Blue,  Red, 

Black,  Orange,  White,  Gold,  Kelly  Green,  Brown. 

Price  includes  one  1  -color  emblem  sewn  on  front  of  cap. 
(MINIMUM  ORDER  —  72) 


72 

144 

288 

432 

864 

1728 

13.65 
each 

$3.10 
aach 

S2.9S 

•ach 

12.85 
each 

$2.75 

$2.65 

each 

ARDINA 

CAP  &  JACKET  CO.  I 


HIGHWAY  460- 36  BOX  275     TOll  FtBB 
GRUNDY,  VA  24614  800/336-0551 

Alaska,  Hawaii  and  Virginia  CALL  COLLECT  703/935-4545 


STEIN  OFFER 

Enjoy  the  great  taste  of  Olympia  beer  in  handcrafted, 
imported  glazed  ceramic  tum-of-the-century  beer  steins 
Each  is  a  fine  replica  of  old-time  Bavanan  stemware. 
Available  with  or  without  ltd.  Now  offered  at  special 
"old-time"  prices: 

Please  send  me  postpaid  the  following. 

Oly  Stein  Offer   21  oz.  Oly  Stein(s|  with  lid  at  $16  95 

P.O  Box  2008,  Dept  35   21  ozrOly  Stem(s)  w/out  lid  at  $9  95 

Olympic  WA  98507  _  ,g  ^  oly  s,em(s)  ^  hd  4,  jg  9g 

 16  oz  Oly  Steinlsl  w/out  lid  at  $6  95 

Enclosed  is  my  check  or  money  order  for  $  . 


Please  charge  my  □  VISA  or  □  MASTERCHARGE  card 
Please  write  your  caid  number  in  the  space  below: 


1  1  1  1  1  1  1 

1 

1 

V""     i  ,  Eicniiofl 
4      ■  >                               Due  Required  y 

(Your  signature  as  it  appears  on  credit  card.) 


Prices  include  tajtes  and  shipping  charges  Offer  good  while  supply 
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The  greening  of  Ireland 

Michael  Killeen,  head  of  Ireland's  Indus- 
trial Development  Authority,  has  a  job 
that  Forbes  once  compared  (Apr.  1,  1977) 
to  the  punishment  meted  oiit  to  the 
mythical  Sisyphus — to  roll  a  stone  end- 
lessly up  a  hill,  then  watch  helplessly  as 
it  slipped  back  to  the  bottom.  Last  year 
the  IDA  created  34,000  new  )obs  in  Ire- 
land, 4,000  over  its  goal.  Yet  unemploy- 
ment, close  to  the  highest  in  Europe, 
climbed  from  7.9%  in  1979  to  8.1%  this 
year  and  population,  spurred  by  a  birth- 
rate that  is  the  highest  in  Europe, 
climbed  another  1%,  to  3.4  million. 

The  pressure  to  keep  struggling  with 
the  stone  is  thus  greater  than  ever  and 
unemployment  is  only  part  of  it.  Tour- 
ism, one  of  Ireland's  big  moneymakers, 
was  a  shambles  last  year  when  strikes 
closed  down  the  mails  and  the  telephone 
service.  This  year  Aer  Lingus,  the  na- 
tional airline,  was  hit  with  a  strike  of 
maintenance  crews  that  forced  it  to  end 
flights  in  Shannon,  so  that  passengers 
headed  for  Dublin  had  to  endure  an  extra 
four-hour  bus  ride,  getting  this  year's 
tourist  trade  off  to  a  reeling  start.  And 
along  with  everyone  else,  Ireland  is  bat- 
tling inflation  (close  to  20%),  energy 
costs  (it  imports  80%  of  its  energy,  100% 
of  its  oil)  and,  of  course,  the  recession. 

Trouble,  however,  is  as  native  to  Ire- 
land as  the  shamrock.  Desmond  O'Mal- 
ley,  the  cabinet  officer  who  oversees 
IDA,  finds  solace  in  the  fact  that  U.S. 
firms,  which  already  account  for  260  of 
the  750  foreign  companies  in  Ireland,  are 
still  coming  over  at  a  rate  of  50  a  year. 
During  the  past  month  and  a  half  alone, 
General  Electric  signed  on  for  500  jobs 
and  a  $90  million  plant  in  Dublin  to 
manufacture  industrial  diamonds  (or  "su- 
perabrasives,"  as  GE  calls  them);  Bausch 
&  Lomb  got  set  to  make  soft  contact 
lenses  in  a  plant  in  Waterford  that  will 
open  with  50  employees  and  move  up  to 
600  by  1983;  and  IMED,  another  U.S. 
health-care  firm,  agreed  to  spend  $13 
million  on  a  plant  in  Letterkenny,  Coun- 
ty Donegal,  in  the  west  of  Ireland,  to 
make  electronic  medical  instruments. 

This  wave  from  the  west  keeps  O'Mal- 
ley  and  Killeen  from  giving  way  to  tears. 
(The  IDA  chief,  in  fact,  expects  a  record 
in  new  investment  from  the  U.S.  this 
year.)  Killeen  does  grant  that  a  recession 
in  the  U.S.  and  Europe  certainly  bodes  no 
good  for  Ireland,  but  he  also  thinks  that 
some  segments  of  industry  will  escape 
the  worst  of  the  downturn.  Two  of  these, 
he  is  betting,  are  electronics  and  health 
care,  and  they  are  the  principal  targets 
for  his  corps  of  IDA  missionaries. 

The  U.S.,  with  $1.8  billion  invested  m 
Ireland,  will  continue  to  be  the  prime 
hunting  ground  for  the  IDA.  But  it  won't 


be  the  only  one.  The  bigger  pro 
those  with  200  jobs  and  up,  are| 
should  continue  to  be  American.  Bu! 
Germans,  Killeen  notes,  with  more 
120  companies  in  Ireland,  have  fouij 
tax  incentives  a  lure  for  smaller,  fai 
owned  firms  employing  75  or  so.  Oj 
ley  also  takes  a  bow  for  a  three-yea! 
IDA  program  to  promote  small 
companies  with  fewer  than  50  orj 
payroll  and  capital  under  $750,000. 
ing  the  past  three  years,  he  says, 
numbers  have  tripled,  with  80%  of 
products  going  into  the  Irish  market 
leen,  too,  emphasizes  smaller  firing 
quotes  an  MIT  study  showing  that  t 
panies  with  fewer  than  20  empl 
generated  60%  of  all  new  jobs  in  thi 
between  1969  and  1976. 

Ireland  has  modified  its  openha: 
tax  benefits  but  they  are  still  genel 
Companies  already  in  the  country 
that  sign  up  this  year)  will  pay  no  t 


on  exports  until  1990.  After  1980, 
manufacturing  company,  foreign  or  I: 
will  pay  more  than  10%  on  any  o 
income.  (Rates  now  run  up  to  45%. 

Tax  breaks  and  the  IDA's  help  \ 
land  and  turnkey  plants  will  continu 
be  strong  selling  points.  But  the  1 
force  has  equally  strong  attractions, 
young  (half  the  Irish  are  under  25), 
glish-speaking  and  well  educated  [i 
stay  in  school  until  age  18  and  40% 
to  higher  education,  including  seven 
government-created  technical  schc 
six  of  which  confer  degrees). 

Irish  unions  also  have  been  coopl 
tiv.e  ("patriotic"  is  the  word  used  by  N 
Crowley,  head  of  Allied  Irish  Banks 
1978  O'Malley  persuaded  labor  to 
raises  to  8%  (they  wanted  12%)  and 
helped  work  Ireland's  inflation  rate  d(j 
from  13%  to  7%.  Now,  however,  at  I 
some  workers  have  bared  their  te 
Construction  crews  at  the  alumina-pl 
site  on  Aughimsh  Island  in  the  Sharu 
Estuary  staged  wildcat  strikes  that 
down  the  $650  million  project — bigj 
private  one  in  Ireland's  history — for 
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is.  Acr  Lingus  mechanics  resisted 
from  on  high  to  save  the  tourist 
:ss  and  stayed  out  for  three  weeks 
settling. 

ir  relations  in  Ireland  can  be  corn- 
id.  The  country  has  more  than  90 
>  (compared  with  20  in  West  Ger- 
and  there  is  no  law  governing 
ive  bargaining  as  there  is  in  the 
Vith  unions  representing  75%  of 
nfarm  labor  force,  it  is  small  won- 
Ueen  recommends  strongly  that 
mers  hire  Irish  personnel  direc- 
he  stoppage  at  Aughinish,  because 
:  size  of  the  Canadian-British- 
can  project,  caused  real  jitters  and 
le  IDA  admits  it  cost  them  at  least 
2rman  industrial  prospect.  Minis- 
galley  argues  that  90%  of  the  750 
firms  in  Ireland  have  had  no 
at  all  and  only  5%  had  one  lasting 
han  two  days. 

Ireland's  productivity  continues 
plus.  John  Bertrand,  the  American 
ns  the  A.O.  Smith  plant  near  Dub- 
lich  turns  out  8%  of  the  $50  mil- 
arth  of  pumps  Smith  makes),  says 
tivity  there  is  at  least  as  good  as  in 
S.  So  far  this  year,  Killeen  says, 
per  man-hour  in  Irish  manufac- 
has  gone  up  4.5%,  while  France 
ly  a  2%  rise,  West  Germany  3% 
eat  Britain  a  1%  decline, 
t  of  the  future?  Oil  will  continue 
Ireland's  inflation  as  Dublin  has 
trol  over  what  its  suppliers  (Saudi 
,  Iraq  and  the  Soviet  Union)  will 
for  it.  There  could  be  hope — 
Mackenzie  &  Co.,  a  prestigious 
rgh  brokerage  firm  and  North  Sea 
cialist,  reported  last  month  that 
shore  fields  under  exploration  in 
[antic  west  of  Ireland  could  make 
jntry  self-sufficient  in  oil  for  ten 
starting  in  the  mid-1980s.  Dublin, 
se,  can't  wait  for  that,  even  if  the 
turn  the  prophecy  into  fact.  Ami 
Killeen  and  O'Malley  take  great 
iking  west  to  the  U.S.,  they  can 
:  major  trouble  in  the  other  direc- 
Ireat  Britain  still  accounts  for 
Ireland's  exports  (mainly  agricul- 
ind  46%  of  its  imports — and  the 
economy  is  in  waters  as  deep  as 
's  oil. 

'ublin  is  priming  the  pump  with 
money — a  ten-year,  $2.4  billion 

n  to  replace  Ireland's  charming 

tally  inefficient  road  net;  a  $1.3 
plan  to  transform  its  crotchety 

>nes  into  an  all-digital  system  over 

;t  three  years. 

lwhile,  O'Malley,  Killeen  &  Co. 
ve  to  keep  straining  at  their  uphill 
Phe  pressures — social,  economic 
>t  but  not  least,  political — are  cer- 
lot  going  to  let  up.  Not  only  is  half 
nd's  population  under  25.  A  quar- 
t  is  under  14 — and  Irish  citizens 
rt  to  vote  at  age  18. 
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MICRODKTATION 

-  ITS  A  WHOLE  NEW  WAY 


I]  I] 


Dictaphone's  Microdictation  offers  you 
Micromite,  a  full-featured  portable  that 
lets  you  capture  every  idea  instantly— 
any  place,  any  time.  Micromite  uses 
small,  easy-to-use  micro  cassettes.  It 
has  our  exclusive  Q-Alert,  so  you  can 
"flag"  special  instructions  for  your 
secretary.  And  it's  compatible  with  our 
new  Micro  Master,  the  first  desktop 
system  with  microprocessor  technology. 

=P  Dictaphone 

A  Pitney  Bowes  Company 

i — — —  — -| 

For  more  information,  fill  in  the  coupon  or  call  toll-free-  1 

800-431-1708 

(In  New  York,  call  914-967-2249)  TF-80 
Name_  Title  


Telephone. 

Address  

City  


.State. 


-Zip. 


Mail  to:  Dictaphone  Corp. 
105  Oak  Street  Norwood,  New  Jersey  07648 

Dictaphone,  Micromite,  Micro  Master,  Microdictation,  and 
Q-Alert  are  trademarks  of  Dictaphone  Corporation,  Rye,  N.Y. 


DON'T  KID  YOIDSELF! 

We  won't  sugar-coat  the  risk,  or  short-change  the 
potential  in  commodities. 

We're  the  Newport  Trading  Company.  A  new  company  with  some  fresh  ideas 
about  Managed  Accounts.  We  level  with  you.  We  tell  you  it's  risky. 

And,  we  offer  five  distinct  programs,  designed  to  meet  a  variety  of  invest- 
ment objectives.  For  instance,  our  series  IV  Program— the  "Inflation  Hedge" 
—deals  in  precious  metals,  foreign  currencies,  and  interest  rate  futures.  Series  V 
deals  solely  in  interest  rate  futures.  And  our  three  additional  programs  zero  in 
on  other  specific  markets,  or  combinations  of  markets. 

We  even  admit  that  only  three  things  make  us  more  capable  of  investing 
your  money  than  you:  the  time  to  follow  the  trends  and  digest  the  input  that's 
at  our  disposal;  the  experience  to  analyze  those  trends;  and  the  discipline  to 
keep  our  emotions  apart  from  our  investment  decisions. 

And  that's  it.  We're  not  magicians,  we're  professionals. 

For  more  straight  facts  about  Newport  Trading  Company  's  Managed  Account 
Program,  mail-in  the  coupon  below  or  call  now  Toll  Free. 

Call  Toll  Free  CS££SK3 
800-854-6973  SSSS  714-851-0911 
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i 
i 
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Yes!  I  want  the  straight  facts  Send  me  complete  details  on  Newport  Trading 
Company  and  your  Managed  Account  Program 

Name  

Address  _,  

City  State  Zip  

Home  Phone  Business  Phone 

l~M|p|W|  Newport  Trading  Company,  a  member  of  the  COMARK 

FrrrjiPiWB^l  group  is  registered  with  the  C.F.T.C  as  a  Futures 

T'  EfiinrblP  Commission  Merchant 

4041  MacArthur  Blvd  ,  Newport  Beach,  CA  92660  F0811ME 
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Flashbacks 


Kdited  By  Dero  A.  Saunders 


Twenty  five  years  ago 

The  race  to  place  orders  for  i 

transports  may  soon  become  a  a 
ble.  Continental  Air  Lines,  folh 
the  lead  of  Capital,  has  options  to 
fleet  of  British-built  Viekers  Viscc 
while  National  Airlines  has  hecorn 
second  domestic  operator  (the 
American  Airlines)  to  buy  Lock! 
turboprop  Electras.  Any  day  now, 
em  and  United  are  expected  to  f 
suit  with  big  orders  for  jet  and/or  ti 
prop  airliners. 

In  recent  years  of  unprecedented  j 
time  prosperity,  the  farm  equipme 
dustry  has  often  been  referred  to  ai 
Wall  Street  as  "the  industry  the 
passed  by."  Farmers,  though  still 
tively  prosperous,  were  making  do 
old  tractors  and  threshers  as  their 
income  slipped  from  a  1951  high  of 
billion  to  $12.5  billion  last  year.  .  . 
month,  however,  the  hard-pressed 
equipment  makers  were  beginnir 
smile  again.  Industry  sales  were  up 
over  last  year  and  profits  showed 
ereater  improvement.   For  one  i 


I 


Items  of  interest  from  issues  of  Forbes  of 
60,  50  and  25  years  ago. 


Sixty  years  ago  in  Forbes 

This  publication's  advocacy  >>t  granting 
vacations  to  workers  is  bearing  fruit. 
More  plants  are  this  summer  closing  for 
one  or  two  weeks  than  ever  before.  Full 
pay  is  not  allowed  in  all  cases,  by  any 
means.  Some  concerns  grant  half-pay, 
but  the  more  general  rule  is  to  pay  only 
those  on  salary,  not  those  who  get  over- 
time pay  for  every  hour  of  over-time  they 
work.  Even  where  no  pay  is  granted  it  is 
better  that  all  workers  should  have  a 
week's  rest  than  none  at  all. 

Steel  companies  have  laid  away  such 
substantial  amounts  of  surplus  earnings 
out  of  their  phenomenally  large  war  prof- 
its that  their  bonds  are  among  the  most 
attractive  of  the  whole  industrial  bond 
list.  Interest  charges  are  generally  cov- 
ered by  such  a  wide  margin  of  safety  that 
the  mortgage  securities  ot  these  con- 
cerns have  little  or  nothing  to  fear  from 
even  a  fairly  long  period  of  depression.  In 
addition  to  the  well-bulwarked  position 
of  steel  company  bonds,  most  of  these 
securities  are  protected  by  sinking  funds 
which  reduce  the  floating  supply.  .  .  . 


Fifty  years  ago 

What  the  public  would  like  to  know  is 

how  all  these  modern  gigantic  consohda- 


An  ad  in  the  Aug.  ~.  1920  issue  of  Forbes 


i  i 


Morgan  &  Co 's  Morgan  and  Thomas  Lamont 
From  reparations  to  consolidations. 

tions  are  destined  to  affect  them.  The 
public  take  it  for  granted  that  all  these 
huge  deals  are  vastly  advantageous  to 
those  engineering  them — otherwise  they 
would  not  be  engineered.  But  neither 
Morgan  &  Co.  nor  any  other  merger- 
makers  have  taken  adequate  pains  to 
convince  the  public  that  billion-dollar 
combinations  will  make  ordinary  fam- 
ilies happier  or  richer.  Indeed,  there  is  a 
growing  disposition  to  blame  large-scale 
mergers  for  much  of  the  recent  wide- 
spread unemployment. 

Three  thousand  industrial  plants,  200 

motion  picture  theatres,  a  few  office 
buildings,  a  dozen  department  stores, 
seven  banks,  many  industrial  offices  and 
some  residences  now  are  supplied  with 
"conditioned  air,"  or  manufactured 
weather  the  year  round.  Conditioning  air 
requires  current  for  refrigeration,  motor- 
driven  fans  and  pumps.  To  produce  cool- 
ing equivalent  to  one  ton  of  melting  ice 
requires  electric  current  of  about  1  horse 
power.  D.C.  Lindsay  and  W.B.  Spooner, 
(r.,  of  the  Carrier  Engineering  Corp.,  esti- 
mate the  following  potential  electrical 
demand  due  to  air  conditioning,  entirely 
aside  from  industrial  plant  uses,  within  a 
very  few  years: 

Horsepower 

Source  required  daily 

3,000  theatres  225,000 

500  big  stores  200,000 

36,000  residences  540,000 


farmers  began  spending  more  freclyi 
last  year's  southwestern  drought  se^ 
safely  behind  them. 

Influx  of  Puerto  Ricans  to  Mainland 
cities  is  attributed  by  economists  to 
of  jobs  in  the  home  island.  To  count 
this  job-hunting  migration  the  C 
monwealth  Government  launched 
eration, Bootstrap,"  which  has  attr^ 
411  new  factories  to  the  scenic  isi 
less  than  five  years.  The  lures:  pleni 
labor,  total  freedom  from  U.S.  fei 
income  taxes,  10-year  exemption 
local  taxes.  So  far  in  1955  such  big  fj 
as  Carborundum,   Beaunit  Mills 
Remington    Rand    have  opened 
branch  plants  in  Puerto  Rico. 

Europe's  industrial  boom  is  defin 
outpacing  our  own.  Last  year,  a  perid 
mild  recession  in  the  U.S.,  European 
duction  was  up  9%  and  so  far  in 
transatlantic  output  has  spurted  ana 
5%.  Old  World's  thriving  chemical 
dustry,  strengthened  by  recent  trail 
sions  of  U.S.  know-how,  has  been  d 
ing  twice  as  fast  as  our  own  test-tu| 
since  1951 . 

Good  news  for  savers.  Reflecting  in 
the  growing  demand  for  home  rr. 
gages,  Manhattan's  big  Dime  Sav 
Bank  has  boosted  its  dividend  |intei 
rate  from  23A%  to  3%.  Bankers  ex] 
that  other  New  York  City  savings  i 
have  to  match  Dime's  offer. 
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Quite  simply,  this  is  what  it  means 
o  be  an  information  systems  company 


;overnment,  education  or  industry,  it  has  to  be 
:ontrolled. 

To  control  information  is  to  store  it,  retrieve  it, 
listribute  it  or  display  it.  And  that  requires  the  creation 
)f  functional  innovations. 

When  these  innovations  interact,  a  system  is 
reated  that  makes  information  work.  An  information 
ystem. 

Bell  &  Howell  provides  microimagery  systems, 
nail  and  remittance  processing  systems,  video  and 
earning  systems,  and  electronic  instrumentation 
ystems  to  accomplish  this  end. 

Our  business  is  information.  And  our  job  is 
o  make  information  work  by  providing  the  means 
o  control  it. 

Quite  simply,  Bell  &  Howell  is  one  of  the 
wading  suppliers  of  information  systems  in  the  world 
oday. 

 Information  is  the  business  of  today's  Bell  &  Howell.  

you  would  like  to  know  more  about  what  Bell  &  Howell  is  doing  in  the  field  of  information  systems  todav,  call  or  write  James  Ritchie. 
Staff  Vice  President.  Corporate  Relations,  fil  BelLe,HOWELL.710()  MeCormiek  Road.  Chicago.  Illinois  U)MS  (312)  673-3300. 


Readers  Say 
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SPRAY  SAVES  MONEY 


The  cost  of  roofing  contractors  has  gone  out 
of  sight.  The  Do-It- Yourself  Randustrial® 
Roof  Spray  Process  is  the  way  to  keep  roofing 
costs  in  line  this  year.  Your  own  men  do  the 
work  and  we  provide  the  equipment  and 
know  -how  at  no  charge  to  you .  The  process  is 
so  simple  that  your  unskilled  laborers  achieve 
professional  results.  Inquire  today  for  details 
and  your  free  copy  of  our  new  64  page  1980 
Roofing  and  Maintenance  Catalog. 

Q  Show  me  your  color  roofing  movie. 
□  FREE  64  page  Maintenance  Catalog. 

NAME  

TITLE  

COMPANY  

ADDRESS  

CITY  


STATE,  ZIP- 
TEL.  NO  


^Randustrial . 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave. /Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print » 


New  Address 


Cirv 


State 


Zip 


Date  of  Address  Change 
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Shipping  fuel  for  flyers 

Sir:  I  thought  your  article  ("The  age  of 
aircraft  carrier  diplomacy,"  July  21)  was 
excellent,  as  did  several  others'  who  un- 
derstand the  prohlem.  While  discussing 
seapower  with  those  who  insist  that  we 
will  simply  fly  our  forces  to  the  Middle 
East,  you  can  point  out  that  for  every  ton 
of  supplies  flown  to  the  Persian  Gulf 
area,  it  takes  about  7  tons  of  jet  fuel. 
There  is  plenty  of  fuel  in  the  Middle  East, 
but  it  happens  to  be  in  the  crude  form. 
Most  of  it  is  refined  elsewhere.  This 
means  that  ships  will  be  required  to 
transport  jet  fuel. 
— Thomas  11.  Moorer 
Admiral,  U.S.  Naiy  (Ret  ), 
Former  Chairman. 
Joint  Chiefs  of  Staff 
Washington,  D  C. 


Mission  impossible 

Sir:  Contrary  to  Edward  Luttwak  ("A 
critical  view  of  the  U.S.  military  estab- 
lishment," May  26),  our  soldiers  do  not 
loaf  around  their  barracks. 

The  resources  we  lack  are  compensat- 
ed by  the  countless  training  devices  we 
have  developed  to  accomplish  meaning- 
ful training. 

Luttwak  comments  that  our  combat 
units  are  filled  with  the  "dregs" — 
"dregs"  do  not  consciously  and  voluntar- 
ily become  involved  in  a  situation  where 
they  may  be  asked  or  told  to  put  their  life 
on  the  line. 

Our  biggest  fault  is  that  we  are  guilty 
of  trying  to  accomplish  an  impossible 
mission  with  insufficient  resources. 
—Jamie  W.  Walton 
Lieutenant  Colonel,  Infantry, 
U.S.  Army 
APO  New  York 


U  are  wrong 

Sir:  Re  your  comments  on  the  U-  and  L- 
shaped  sofas  ("Of  All  Senseless  Pieces  of 
Furniture,  Fact  and  Comment.  July  7). 
There  are  thousands  of  Americans  enjoy- 
ing the  Sunday  papers  or  a  good  snooze 
on  the  "dumb"  sofa. 
— Stephen  H  Kiviat 
President. 

Atelier  International.  Ltd. 
Plainview,  NY. 

Sir:  After  five  years  of  hinting,  begging, 
pleading  and  promising  anything,  I  final- 
ly got  my  husband  to  say  "yes"  to  buying 
an  L-shaped  sofa  for  our  den. 

Do  you  have  any  idea  how  far  your 
comments  set  me  back?  Thanks  to  you  I 


may  forever  sit  correctly,  but  uncon 
ably,  in  a  chair  where  I  can  dangl 
feet  but  never  curl  up! 

— Barbara  Haselton 
Nashville,  Tenn. 

Sir:  You  recently  caused  me  proble 
I've  just  placed  an  order  for  a  larj 
shaped  sofa. 

— Dennis  P.  Slevin 
Pittsburgh,  Penna. 

Sir:  My  wife  and  I  are  very  comfor 
on  our  L-shape  as  we  both  can  reclir 
right  angles)  and  fall  asleep  while  w 
ing  the  "wasteland  of  TV." 

— Laurence  S.  Wagner 
Roosevelt  A  > 


id 
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He's  no  Lorenzo 

Sir:  It  was  quite  a  surprise  to  find  Lor 
de'  Medici  and  myself  headlining  th 
est  installment  in  the  ongoing  series 
futably  proving — once  again — that  O 
and  petrodollar  recycling  are  bnngin, 
world  to  an  end  ("Walter  Wriston, 
Lorenzo  de'  Medici," June 25). 

Lorenzo's  primary  job  was  as  hea 
government.  Also,  the  cultural  activ 
he's  so  remembered  for  took  up  a  1 
his  time  and  attention.  So  it's  un 
standable  that  his  management  of  \\ 
national  banking  tended  to  slide. 

You  can't  have  government  lea 
running  banks  as  secondary  respons 
ities  and  expect  the  bank  to  prosper 
sophisticated,  competitive  world.  Lc 
zo  proved  that  better  than  anybody. 
— Walter  B.  Wriston 
Chainnan, 
Citibank 
New  York,  N.Y. 


Penny-ante  nuisance 

Sir:  The  June  23  article  on  "The  pe 
pinchers"  misses  the  point.  Pennies1 
not  saved  as  potentially  valuable 
are  cast  aside  as  worthless,  a  nuisa: 
an  unnecessary  pocket  weight,  a  coi 
sion  while  feeling  for  tollgate  money  , 
— Edward  S.  Stimpson  Sr. 
Wellesley  Hills.  Mass 


No  delivery  cutbacks 

Sir:  You  said  that  the  Columbia 
System  has  had  to  reduce  gas  shipme 
to  its  customers  as  a  result  of  the  in 
ruption  of  LNG  sales  to  El  Paso  by  A 
ria  (June  23)  Columbia  has  not  hac 
reduce  any  deliveries  to  any  custom 
because  of  the  temporary  impasse 
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tricing.  President  W.F.  Laird  ad- 
tockholders  last  Apr.  17  that  "the 
Algerian  gas  will  not  adversely 
Columbia's  ability  to  serve  its 
:s  and  fill  storage  this  summer.  If 
nal  gas  is  needed  during  the  1980- 
lter,  we  are  confident  it  can  be 
:d." 

!  Quayle 

sident,  Corporate  Communications, 
4a  Gas  System  Service  Corp. 
vton,  Del. 


Fan  mail 

>ur  July  7  Fact  and  Comment  is 
I  to  brag  about 

swipe  at  federal  employees — the 
a  that  the  only  "real"  jobs  are  in 
/ate  sector.  The  dams  built  on  the 
bia  River  were  called  boondoggles 
w  Deal  "make  work  projects"  in 
ays,  but  I  am  reaping  the  benefits 
/hen  I  pay  my  light  bill. 
LOther  pitch  for  nuclear  power 
gnores  the  risks  involved, 
ast,  your  comments  were  better 
ose  of  your  son  in  his  "Let's  not 
with  Alaska."  Can't  he  do  better 
le  old  "permanent  deep  freeze" 
nt?  Once  public  lands  pass  into 
'ate  sector,  school  is  out. 
W.  Nelson 
Wash. 


orrect  conversions 

your  Statistical  Spotlight  on  junk 
July  7),  you  did  not  have  the  right 
ition  on  conversion  terms  for  five 
:onvertible  bond  issues.  The  cor- 
ires  (shares  per  $1,000  bond)  are: 
lan,  40.86;  Gulf  &  Western, 
Mapco,  21.86;  Oak  Industries, 
Vang  Laboratories,  25.89. 
^antry 
k,N.~Y. 


I'm  in  Forbes 

m't  wait  to  tell  my  old  man,  the 
Alabama  truck  driver,  that  I 
orbes  with  your  reviewing  my 
ng  Gone  (Fact  and  Comment,  July 
lawyers  and  my  ex-wife's  lawyer 
IRS  and  legions  of  others  will  be 
to  see  my  name  there  when  I 
ten  keep  my  checking  account 

digress.  Thank  you  very  much  for 
g  to  point  a  finger  at  Long  Gone.  It 
that  Steve  McQueen  will  play 
ntrell.  I  will,  of  course,  believe  it 
see  it. 
:iably, 
lemphill 
Ga. 


In  7-1/2  minutes  you'll  know 
this  expert's  commodity 
trading  skills. 


Robert  Fink  is  director  of  the  Heinold 
Commodities  Managed  Account  Program. 
Hundreds  of  people  rely  on  what  he  knows  for 
success  in  the  commodity  markets.  To  put 
his  knowledge  to  work  for  them,  they  must 
open  minimum  $20,000  managed  accounts 
with  Heinold  Commodities. 

Now,  Mr.  Fink  has  made  a  7'/2  minute 
tape  in  which  he  describes  trading  techniques  necessary  for  success  in  the 
commodity  markets.  It's  yours  FREE  by  returning  the  coupon  below. 

It  could  turn  out  to  be  the  most  valuable  listening  you've  ever  done  in  your 

life. 


HEINOLD 


Clearing  Member  of  All 

Principal  U.S. 
Commodity  Exchanges 

Call  Toll  Free 
800-621-0266; 
Illinois  800-972-0022 


^commodities) 

IflC    AH, hated  with  Heinold  j 


Hog  S,  Cattle  Markets 


222  S.  Riverside  Plaza 
Room  420 — Dept.  A 
Chicago,  III.  60606 


□ 


Please  send  me  the  Heinold  Managed  Account 
prospectus  and  cassette  tape. 


Name_ 
Street. 
City 
Zip  


State 


Phone . 


FOR  08 


Send  your 
Tax  Bite  to  bed... 


ungry. 


Get  your  Tax  Bite  off  its  feet 
(and  off  your  back)  for  a  bit  of  wel- 
come relief .  .  .  with  the  Rowe  Price 
Tax-Free  Income  Fund. 
Consider  these  advantages: 
•  Tax-Free— no  income  tax  for 
the  IRS*. 

No-Load— no  sales  charge  or 
redemption  fee. 
•  Immediate  Liquidity — by 
calling  toll  free  or  simply 
- 1    writing  a  check. 

•  Low  Minimum — as  little 
as  $1,000  can  start  you 
receiving  tax-free  income. 

•  Easy  To  Purchase — 
send  in  the  coupon  or  call 
toll  free  1-800-638-5660.  If 
busy,  or  in  Maryland,  call 
301-547-2308  collect. 


ROWE  PRICE 
TAX-FREE  INCOME  FUND,  INC. 

100  E.  Pratt  St.  Baltimore,  Maryland  21202 

Name  

Address  

City  


_ State. 


_Zip_ 


For  more  complete  information,  including  management 
fee  and  other  charges  and  expenses,  obtain  a  prospec- 
tus. Head  it  carefully  before  you  invest  or  send  money. 
'Income  may  be  subject  to  state  and  local  taxes. 


©  1978  T.  Rowe  Price  Associates,  Inc. 
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;as  at  work  for  you. 


he  DC-IO  flies  as  far 
is  the  moon  and  back 

(vice  a  day. 


480,000-mile  round-trip  to  the 
landscape— quite  a  journey, 
the  worldwide  DC-10  fleet  flies 
quivalent  of  two  such  trips  every 
s  day,  enroute  to  1 70  cities  in 
>untries.  And  it  carries  150,000 
ingers  a  day,  in  spacious,  quiet 
ort.  In  all,  more  people  have 
DC-10s  than  live  in  the 
5  U.S.! 

big  and  comfortable  as  it  is,  the 
0  is  also  easy  on  fuel. The  short- 
3  Series  10  is  the  second  most 
efficient  commercial  jetliner  in 
<ies. 


the  fuel  miser. 

i  new  DC-9  Super  80  is  the 
>er  one  fuel-saver— 40  percent 
fuel  efficient  than  today's  most 
y  flown  jetliner. 


Passengers  love  its  roominess, 
with  seats  every  bit  as  wide  as  those 
in  the  jumbo  jets. 

And  the  Super  80  is  quiet  both 
inside  and  out— quieter  than  any 
commercial  jetliner  now  flying  with 
major  airlines. That's  good  news  not 
just  for  passengers,  but  for  airport 
neighborhoods,  too. 

Searching  and  researching 
for  alternate  energy  sources. 

McDonnell  Douglas  is  hard  at  work 
on  a  number  of  advanced  research 
projects  to  help  meet  the  world's 
future  energy  needs.  Here  are 
just  three: 

A  solar  power  plant  we've  designed 
and  are  helping  to  build  for  the  U.S. 
Government  is  a  giant  step  toward 
the  development  of  solar  energy. 
What  we  learn  from  this  plant,  called 
Solar  One,  may  one  day  provide  the 
power  source  for  irrigation,  crop 
drying,  desalination,  refrigeration, 
space  heating  and  cooling— even 
enhanced  oil  recovery. 

Our  work  in  fusion  energy  is  mak- 
ing progress,  too. We've  helped 
develop  a  device  to  generate  power 
to  light  the  way  for  nuclear  fusion. 
With  our  help,  this  safe,  clean,  abun- 
dant energy  source  may  well  become 
a  practical  alternative  by  the  end 
of  the  century. 


Whichever  way  the  wind  blows,  our 
Giromill  will  capture  it  and  convert  it 
to  electrical  or  mechanical  energy 
Now  under  test,  this  giant  windmill 
can  generate  enough  electricity  for 
15  homes,  or  run  deep  well  irrigation 
pumps  for  hundreds  of  acres  of 
farmland. 

Learn  more  about  our  ideas  and 
how  they  work  for  you.  Send  tor  our 
free  booklet,  "What  We  Do!' Write 
McDonnell  Douglas,  Box  14526, 
St.  Louis,  MO  63178. 


iwcDO/vyvELL^y 

DOUGLAS   

JOB''  LET  S  SWAP  RESUMES  SEND  YOURS,  WE'LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526,  ST  LOUIS,  MO  631  78 


THE  COST  OF  WAITING 

FOR  SOMETHING 

CAN  BE  MORE 
EXPENSIVE  THAN 

THE  THING 
YOU'RE  WAITING  FOR 


Some  companies  have  already  figured 

this  out. 

A  leading  tractor  manufacturer  has 
calculated  that  it  could  cost  the  farmer  $200 
per  hour  to  wait  for  a  tractor  part  during  the 
harvesting  season. 

So  they  have  encouraged  dealers 
to  ship  parts  for  "down"  tractors  by  Federal 
Express. 

And  what's  true  for  tractor  parts  is 
true  of  other  things,  too. 

Anytime  anybody  in  a  company  has  to 
wait  for  anything,  be  it  a  part  for  a  corporate 
plane,  a  machine  motor,  a  computer  part, 
document,  blueprint  or  report,  it  costs  a  lot  of 
money. 

Because  that  person  is  not  working  on 
the  project  he  or  she  should  be  working  on. 


And  all  the  other  people  waiting  for 
that  person's  project  cost  money  too. 

Like  a  logjam,  waiting  can  slow  down 
an  entire  company. 

With  Federal  Express,  just  the 
opposite  is  true. 

We  invented  a  system  to  get  a  package 
or  envelope  clear  across  the  country  overnight* 

Absolutely  and  positively. 

And  because  it  all  happens  while  you 
sleep,  you  don't  lose  any  time  during  the  day. 

This  means  when  you  use  Federal 
Express,  you  never  have  to  wait  for  anything 
ever  again. 

Imagine  what  that  could  do  to  your 
career  if  you  started  getting  things  done  faster 
than  anyone  else. 

Imagine  how  your  company  would  look 
if  it  never  made  anyone  wait  for  anything  ever 
again. 

And  imagine  what  would  happen  to 
this  country's  productivity  if  we  cut  out  waiting 
from  our  daily  routines. 

Our  prices  start  at  only  $19.00, 
including  pickup,  flight,  and  delivery,  which  is 
less  than  the  hidden  cost  of  waiting  for  just 
about  anything. 

So  call  us  toll-free  at  800-238-5355. 
In  Tennessee,  call  800-542-5171. 

And  see  what"  it's  like  not  to  have  to 
wait  for  anything  anymore. 

That's  a  bargain  at  almost  any  price. 
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•  Monday  through  Friday.  Saturday  delivery  by  special  request  at  an  additional  service  charge.  ©  1980  Federal  Express  Corporation^.  All  services  are  subject 
to  the  current  Federal  Express  Corporation^  Service  Guide. 

FEDERAL  EXPRESS 

WHY  WAIT  WHEN  YOU  DON'T  HAVE  TO? 

For  a  copy  of  our  latest  annual  report  please  write  to:  Mr.  Daniel  N.  Copp,  P.O.  Box  727.  Dept.  371.  Memphis.  TN  38194 
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"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


GIVING  JIMMY  CARTER  CREDIT  THESE  DAYS 


h  of  anything  isn't  a  likely  happening  but  he  deserves 
its  for  the  synthetic  fuels  bill — despite  the  scars  and 
it  suffered  while  being  dragged  through  a  kicking  and 
ng  Congress.  As  Carter  observed  at  the  signing,  the 
"will  dwarf  the  combined  programs  that  led  us  to  the 
id  built  our  interstate  highway  system.  This  legislation 
p  create  at  least  70,000  jobs  a  year  to  design,  build, 
and  supply  resources  for  synthetic  fuels  plants." 
swift  implementation  of  this  multifaceted  approach, 
ung  to  see  heartening,  maybe  even  startling,  progress 


sooner  than  expected  in  lessening  our  crippling  dependence  on 
OPEC  oil. 

And  the  President  can't  be  blamed  for  the  confounding, 
abysmal  blindness  of  virtually  all  House  Republicans  (125  out 
of  the  134  voting)  and  nearly  half  the  Democrats  who  joined  to 
kill  the  Energy  Mobilization  Board.  Most  of  these  Very  Same 
fulminate  in  election  speeches  about  federal  red  tape  strangula- 
tion. The  proposed  Board  they  killed  would  have  bypassed 
some  of  the  regulatory  hurdles  that  keep  major  energy  projects 
from  ever  getting  under  way. 


MEANTIME,  IT'S  PERILOUS  FOOLISHNESS 


i  filling  our  salt  domes  with  needed  oil  reserves  while, 
lonce,  there's  spare  oil  around  to  do  it  with, 
lg  Saudi  "permission"  to  do  so  would  be  stupid  beyond 
rom  domestic  and  soft  spot  markets  or  just  regular 
we  should  be  filling  that  emergency  reservoir  on  which 
ival  could  well  depend  in  the  event  of  any  sudden  further 


Middle  East  upheaval — which  is  always  a  possibility  at  any 
moment.  Just  as  Saudi  Arabia  and  other  moderate  Middle  East 
countries  depend  on  the  U.S.  umbrella  to  save  them  from  overt  or 
covert  U.S.S.R. -backed  overthrow,  so  do  we  depend  on  an  oil 
stockpile  to  provide  to  us  and  the  world  the  possibility  of  pause 
before  a  precipitation  of  unfathomable  dimensions. 


WE  RE  ALL  SO  LUCKY  SO  MANY  CAUGHT  ON 

to  Teddy  Kennedy's  woeful  lacks  as  a  possible  President.  Imagine — his 
biggest  achievement  in  assaulting  the  Carter  people's  planned  party 
platform  is  the  inclusion  of  a  plank  to  do  away  with  nuclear  power. 

SECRETARY  BROWN  MAY  HAVE  BEEN  A  WHIZ 


campus  and  at  the  blackboard,  but  he's 
e  only  bomb  our  military  has  these  days, 
en  speculated  that  John  Connally  is  being 
ed  by  Ronald  Reagan  as  Secretary  of  De- 
ould  the  Republican  standard-bearer  win 
'ember.  Now  that  would  really  be  the  right 
le  right  hole. 

Secretary  of  the  Navy,  he  knows  some- 


thing about  the  business  of  the  military.  Once 
Secretary  of  the  Treasury,  he  knows  a  bit  about 
budget  and  inflation,  and  he  knows  quite  a  bit 
about  politics  and  the  workings  of  Capitol  Hill. 

John  Connally  is  a  tough,  driving  doer  and  if  ever 
a  vital  cabinet  responsibility  needed  those  quali- 
ties, the  Defense  Department  most  urgently  does 
right  now. 
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SAME  IDEA, 
BUT  ONLY  ONE'S 
A  WINNER 

Dean  Witter  Reynolds'  Janice 
Dickson  sent  in  these  two  ad- 
vertisements, which  appeared 
in  the  New  York  Times  Sunday 
Magazine  section  and  she 
wrote:  "In  which  situation 
would  you  like  to  be?  My  vote 
goes  to  the  one  on  the  left." 

Would  any  Forbes  reader  vote 
otherwise? 


W1 


Airplane — May  never  play  on  airplanes,  but  it's  the  year's  most 
playful  movie.  The  gags  fly  at  supersonic  speed  and  not  many 
miss.  You  shouldn't.  Blood  Feud — In  Sicily  on  the  eve  of 
Italy's  dark  Black  Shirt  days — then,  as  today  and  doubtless 
tomorrow — men  play  mighty  rough  with  their  (and  others') 
women.  Lina  Wertmuller's  photography  is  beautiful  and  So- 
phia Loren's  acting  is  as  impactful  as  usual.  In  this  story  of  her 
three  great  Loves,  only  the  end  is  actually  bloody.  Blue  La- 
goon— The  critics  panned  it  but  people  have  been  queueing  up 
to  see  it,  I  guess  because  of  the  reported  nubial  nudity  and  the 
Robinson-Crusoe  kids'  discovery  of  sex.  Both  the  stars  are 
pretty,  but  their  acting  is  almost  as  bad  as  the  dialog.  If  Adam 
and  Eve  had  taken  as  long  to  get  to  it,  few  of  us  would  be 
here.    The  Tin  Drum — A  powerful  movie  drenched  with  sym- 


MOVIE  REVIEWS 

bolism  about  German  dichotomies.  Grossly  gripping,  b 
fun  at  all.  Urban  Cowboy — It's  bombing  at  the  box  offu 
don't  feel  too  out  of  it  for  finding  this  Travolta  more  te 
than  entertaining.  No  "Saturday  Night  Fever"  running 
Brubaker — An  intense  film  about  the  stuff  of  which  pri 
prisoners  and  their  keepers  are  made.  No  real  answers  i 
harrowing  realities  of  the  problem  are  provided  in  the  fi 
any  more  than  in  actuality.  How,  by  5  to  4,  our  Supreme  C 
could  rule — as  they  unbelievably  did — that  a  Texas  law  re 
ing  life  sentences  for  persons  convicted  of  a  third  felony 
"cruel  and  unusual  punishment,"  is  hard  to  believe.  The  B 
Court  did  just  that  in  a  case  of  a  man  whose  crimes  invt 
the  total  loss  of  $229.11.  I'd  suggest  this  film,  with  all 
flaws,  is  one  those  five  judges  should  see. 


RESTAURANTS-  THIS  ROUND,  NO  RED  LIGHTS 


#  Vienna  '79—320  East  79th  St.  (Tel:  734-4700).  A  fabu- 
lously, deliciously  different  addition  to  the  topmost  ranks  of 
the  New  York  restaurant  scene.  In  Vienna  itself  I  have  not 
tasted  better  Austrian  dishes — and  seldom  as  good.  Superb 
service  in  a  quietly  refined  setting.  If  you  are  able  to  get  a 
reservation  (it  took  me  four  tries),  do. 

Madame  Romaine  de  Lyon— 32  East  61st  St.  (Tel:  758- 
2422).  If  ever  you  yen  for  an  omelette  at  lunch,  here  is  where 
they're  at — about  550  kinds.  From  hot  brioches  or  croissants 
through  the  infinite  variety  of  ingredients,  all  is  fresh  and  tasty. 

Greene  Street— 101  Greene  St.  (Tel:  925-2415).  Inside  a 
dramatic  transformation  of  a  former  garbage-truck  garage, 
exceptionally  good  food  is  served  brightly,  with  a  jazz  show  at 
1 1  p.m.  for  late  eaters  and  tuneful  pianoing  for  earlier  diners.  All 
is  at  a  most  feasible  fee — with  cocktails,  a  decent  wine  and  three 
splendid  courses  for  two,  the  tab  with  tip  was  under  $70. 

The  Oyster  Bar— Grand  Central  Station  (Tel:  599- 
1000).  This  famed  commuters'  seafood  port  was  reborn  in  a 
huge,  dramatic  basement  setting.  For  those  who  love  absolute- 
ly fresh,  straightforward  seafood  at  reasonable  (that's  a  relative 
term  these  days)  prices,  you  can't  go  wrong.  The  accoutremen- 
tal  dishes  are  eminently  avoidable,  though.  A  good  place  to 
feed  when  with  kids,  grannies  or  other  necessitous  groupings. 


Pen  and  Pencil— 205  East  45th  St.  (Tel:  682-866C 
recent  years,  the  Pen  and  Pencil's  fame  as  a  steak  house  w, 
longer  justified  by  the  taste  of  the  output,  spotty  service 
extravagant  price.  But  all  three  have  shown  improvement 

*  Da  Silvano— 260  Sixth  Ave.  (Tel:  982-0090).  A 
star  Village  delight.  In  a  storefront  setting  a  lucky  two  doz 
so  can  enjoy  a  nonrigorous  sort  of  nouvelle  cuisine,  Ita 
style.  Scampini  in  graticolo,  crostini,  the  pastas,  the 
dishes  are  not  excelled  anywhere  in  the  Big  Apple.  We  got 
lunch  with  no  trouble — a  hurricane  was  about  to  hit.  Ol 
wise,  reserve  well  ahead.  'Tis  well  worth  it. 

%  The  Quilted  Giraffe— 955  Second  Ave.  (Tel:  753-5 
An  exciting  (though  pricey)  addition  to  the  French  nou 
cuisine  scene.  The  chef;owner  comes  by  way  of  the  Mid 
Wall  Street  lawyering  and  a  Catskills  restaurant  tryout  to 
deserved  success  in  this  toughly  competitive  New  York  dii 
genre.  A  place  for  delicious  lunch,  too. 


Ma  Maison — 8368  Melrose  Road,  L.A.  (unlisted 
213-655-1991 ).  Speaking  of  Los  Angeles  restaurants  (which 
seldom  does),  this  is  both  In  and  deserves  to  be.  The  best  I  ki 
in  a  town  where  tasteless  restaurant  pretensions,  i.e.,  L'Ei\ 
tage,  often  overwhelm  what  are  frequently  tasty  dishes. 
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Runestruck — by  Calvin  Trillin  (Little, 
Brown  &  Co.,  $7.95).  A  very  funny 
spoof  on  what  happens  to  a  Maine  ham- 
let when  a  couple  of  local  jokers  find  a 
stone  with  Runic  writing  indicating  the 
area  is  Leif  Ericson's  Vinland. 

Excerpt:  DiCailo  said,  "Of  course 
we  need  a  Viking  Village.  Johnny-Three 
says  this  is  the  biggest  opportunity  this 
town  has  ever  had,  and  he's  right.  We've 
ink  big,  Roy.  If  this  is  Vinland,  you're  going  to  have  to 
nking  like  the  descendant  of  Vikings  who  sailed  the 
led  ocean  in  wooden  ships  without  fear. " 
pen  to  be  a  descendant  of  French-Canadian  farmers," 
'.chard  said.  "With  plenty  of  fear.  What  they  feared 
s  taxes.  What  I  fear  most,  as  it  happens,  is  also  taxes, 
e  genes. " 
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:e  Be  Neon — by  Rudi  Stern  (Harry  N.  Abrams,  Inc., 
I  remember  when  Claude  Neon's  tubes  lit  up  into 
'30s  proportions.  My  shareholding  father  lit  up  as  his 
;nt  soared,  only  to  dim  out  in  a  welter  of  problems. 
)k  in  all  its  glorious  neon  colors  portrays  the  scene 
d  the  art  form  neon  has  now  become. 

Living  with  a  Stranger — by  John  Stewart 
Collis  (George  Braziller,  Inc.,  $8.95).  The 
"stranger"  is  the  author's  body  and  what 
he  learned  about  its  workings,  and  his 
effort — not  always  successful — to  explain 
the  whole  thing  to  thee  and  me. 

Excerpt:  .  .  .  I  have  said  that  we  do  not 
see  with  our  eyes  but  by  means  of  our 
eyes.  But  we  could  not  see  even  then 
not  for  memory.  Clear  vision  is  chiefly  memory, 
instant  correlation  of  eyesight  with  experience — 
is  a  marvel,  and  we  are  quite  unaware  of  it. 

ma  of  the  Oceans — by  Elisabeth  Mann  Borgese  (Harry 
ns,  Inc.,  $25).  Some  of  the  fantastic  facts  in  the  text 
■  illuminating  than  the  colorful,  if  sometimes  unori- 
ginal, photographs. 

Excerpt:  If  we  adjust  our  minds  to  the 
concept  of  inexhaustible  energy,  logic 
brings  us  to  the  concept  of  inexhaust- 
ible resources  that  can  be  extracted 
from  the  waters  of  the  world  ocean 
and  recycled  on  a  gigantic  scale — re- 
sources that  well  up  from  the  interior 
of  the  earth  and  are  returned  by  the 
rivers  and  the  atmosphere. 
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The  Mansions  of  Long  Island's  Gold  Coast — by  Monica  Ran- 
dall (Hastings  House,  $27.50).  In  the  Gatsby  era  Long  Island 
was  studded  with  extraordinary  man- 
sions, some  bizarre  realizations  of 
dreams,  most  in  the  opulent,  sumptu- 
ous best  taste  of  a  bygone  time.  This 
pictorial  roundup  is  disappointing  in 
the  quality,  extent  and  reproduction 
of  its  pictures;  the  text  deals  too  much 
with  layout,  very  little  with  the  lives 
and  Whys  of  those  who  built  those 
now  mostly  demolished  palaces. 


The  Early  Days  in  Jackson  Hole— by  Virginia  Huidekoper 
(Colorado  Associated  University  Press,  $15).  A  superb  portrait 
of  today's  most  renowned  Western  town,  whose  spectacular 
Grand  Teton  Mountains  have,  for  a  century,  been  a  magnet  for 
ranchers,  then  dudes  and  now  tourists. 

Dear  Sir,  Drop  Dead:  Hate  Mail 
through  the  Ages— edited  by  Donald 
Carroll  (Collier  Books,  $4.95).  As  Forbes 
ReadersSay  readers  wellknow,  hate  mail 
can  be  very  witty,  devastating — uninten- 
tionally even  more  than  intentionally. 
But  this  compendiumofsuchis,  unfortu- 
nately, dull  rather  than  delicious. 

Excerpt:  The  Comtesse  de  Bremont 
presents  her  compliments  to  [compos- 
er! Mr.  W.S.  Gilbert  and,  in  reply  to  his  answer  to  her  request 
for  an  interview  for  St.  Paul's  in  which  he  states  his  terms  as 
20  guineas  for  that  privilege,  begs  to  say  that  she  anticipates 
the  pleasure  of  writing  his  obituary  for  nothing. 


Prints — by  Randy  Rosen  (Dutton 
Paperback,  $10.95).  I  hate  to  ad- 
mit it,  but  I'm  not  much  into 
prints.  However,  for  those  who 
have  dipped  a  toe  or  are  tempted 
to,  this  book  will  give  a  depth  and 
a  breadth  of  knowledge  that's  as 
palatable  to  the  mind  as  the  illus- 
trations are  to  the  eye. 

(right)  The  Cry,  Edvard  Munch 
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The  Russian  Empire:  A  Portrait  in 
Photographs — by  Chloe  Obolensky 
(Random  House,  $24.95).  A  potpourri 
of  500  pre-World  War  I  pictures  of 
Russia  from  its  Poland-including  bor- 
ders to  Eastern  Siberia.  Rarity,  rather 
than  quality  or  substantiveness,  gives 
them  some  appeal  despite  the  inept, 
confusing  captions. 


SS-GB— by  Len  Deighton  (Alfred  A. 
Knopf,  $9.95).  Germany  occupies  Britain, 
the  King  is  in  the  Tower  and  the  SS  super- 
vises Scotland  Yard  in  this  gripping  novel 
of  intrigue.  Understandably,  a  thumping 
bestseller. 


In  Morocco — by  Edith  Wharton  (Charles  Scribner's  Sons).  Be- 
cause Forbes'  Arabic  edition  has  its  genesis  in  Morocco,  I  was 
given  this  famed  1920  volume.  Far,  far  inferior  to  the  writings 

that  made  Edith  Whar- 
ton's fame.  Both  words 
and  thoughts  are  as  dated 
as  the  dedication  to  Gen- 
eral Lyautey  who,  for  a 
French  colonial  ruler,  was 
less  ruthless  and  unfore- 
seeing  than  the  usual  such. 

Excerpt:  We  visited  old  palaces  and  new,  inhabited  and 
abandoned,  and  over  all  lay  the  same  fine  dust  of  oblivion, 
like  the  silvery  mould  on  an  overripe  fruit.  Buildings,  people, 
customs  seem  all  about  to  crumble  and  fall  of  their  own 
weight:  the  present  is  a  perpetually  prolonged  past.  To  touch 
the  past  with  one's  hands  is  realized  only  in  dreams;  and  in 
Morocco  the  dream-feeling  envelops  one  at  every  step. 


Serpentine — by  Thomas  Thompson 
(Doubleday  &  Co.,  Inc.,  $12.95).  A  chill- 
ing, horrendous  true  tale  detailing,  In 
Cold  Blood  fashion,  the  bizarre  life  of  a 
murderer  and  how  each  of  the  many  vic- 
tims came  to  cross  his  path. 


What?  A  Riddle  Book — by  lane  Sarnoff 
and  Reynold  Ruff  ins  (Charles  Scribner's 
Sons,  $3.95).  Riddle  books  have  total 
charm  for  little  tots — even  when  the  an- 
swers are  a  bit  beyond  their  comprehen- 
sion. They  mostly  exasperate  grown- 
ups— with  the  exception  of  a  few  of  us. 
Herewith,  samples  from  What  I 


Excerpt:  What  happens  when  a  cat  eats 
a  lemon!  It  becomes  a  sour  puss.  Where  does  a  lamb  go 
when  it  needs  a  haircut!  To  the  Baa  Baa  shop.  What  is 
everyone  in  the  world  doing  at  the  same  time!  Getting  older. 
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The  Early  Lite  of  James  McBey,  An  TlieEariyljfeof 
Autobiography  1883-1911— edited  by  JaMCSMcBey 

An  Amubngragh) 

Nicolas  Barker  (Oxford  University 
Press,  $12).  One  of  the  most  moving, 
straightforward  tellings  of  a  stark, 
eventually  most  successful  life  I've  read 
in  a  long  time.  Famed,  self-taught  etch- 
er and  artist  James  McBey  was  born 
and  grew  up  in  the  same  part  of  Scot- 
land and  at  the  same  time  as  B.C. 
Forbes,  and  this  book  reminds  me  so  much  of  the  tale 
father  on  occasion  told  his  sons. 

Excerpt:  I  have  heard  jmy  grandmother]  relate  of  the  nm 
the  storm  which  blew  down  the  Tay  Bridge  on  28  Deem 
1879,  a  disaster  in  which  80  persons  perished.  She  had 
out  m  the  gale  to  look  for  possible  damage  and  saw  the 
stacks  blown  into  the  darkness  one  after  the  other.  Oi 
asking  her  why  the  bridge,  regarded  as  an  engineering 
had  collapsed,  her  grave  and  serious  explanation  was  the 
train  crossing -it  at  the  time  was  full  of  sinners,  because 
were  journeying  on  a  Sunday. 

The  Maiden  Voyage — by  Geoffrey  M 
(Viking  Press;  Manor  Books,  $1.95) 
Christopher  recently  gave  me  this 
book  on  the  Titanic  epic  inscribed; 
Pop,  a  titanic  fellow  who  will  always 
lot  of  ice  with  us."  Such  punning  n 
kept  me  from  reading  it.  Yet  no  rrj 
how  unarrestingly  written — and  this 
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ume  is  not  nearly  as  suspenseful 
Night  to  Remember — that  tragedy  remains  a  compelling 
ror  story.  So  many  Might-Have-Beens  could  have  avertt  gtonF 
saster — for  one,  if  the  lookout  hadn't  seen  the  iceberg  am 
Titanic  had  hit  it  head  on,  the  ship  wouldn't  have  sunk. 
Jutland  1916 — by  John  Costello  and  Terry  Hughes  (Weide 
&  Nicolson,  London,  $13.95).  Aprofusely  illustrated,  absoi 
British  volume  on  the  biggest  naval 
battle  of  history  and  the  battleship- 
building  race  that  led  to  it. 

Excerpt:  The  standpoint  of  the  Com- 
mander-in-Chief of  the  British  Grand 
Fleet  was  unique.  His  responsibilities 
were  on  a  different  scale  from  all  others. 
It  might  fall  to  him  as  to  no  other  man — 
sovereign,  statesman,  admiral  or  gener- 
al— to  issue  orders  which  in  the  space  of 
two  or  three  hours  might  decide  who  won  the  War.  The  des 
tion  of  the  British  Battle  Fleet  was  final,  fellicoe  was  the 
man  who  could  lose  the  War  in  an  afternoon. 
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Coral  Gardens — by  Leni  Ri 
stahl  (Harper  &  Row,  $29.99 
71,  this  Lady  of  the  Lens  prod 
a  volume  of  more  colorfully 
matic  underwater  coral  reef 
than  any  of  the  many  who 
away    these    days  beneath 
waves.  If  these  fish  are  your 
this  is  four-star  dining. 
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WHEN  HER  PIQUE  PEAKED  IN  A  LAWSUIT 

se  she  was  turned  down  as  a  would-be  co-oper  in  an  part  on  their  In  image  for  getting  their  high  prices.  Days  of 

5ive  Manhattan  apartment  building,  Gloria  Vanderbilt  national  headlines  calling  attention  to  this  incident  of  Outness 

aught  with  her  chic  down.  didn't  just  reflect  a  lack  of  image-ination,  but  badly,  sadly 

fancy  pants  and  other  attractive  gear  depend  in  major  tarnished  it. 

IN  LONDON'S  CONCORDE  LOUNGE 


l  a  "technical  reasons"  delay  of  then-undetermined  dura- 
my  son  and  I  found  some  of  the  overheard  comments 
t  sufficient  compensation  for  the  frustration  of  waiting, 
arried  British  Airways  hand  was  taking  names  for  possi- 
:ernative  flights.  In  front  of  us  a  casually  dressed  guy  gave 
me  as  "Sutherland."  "Not  Donald,"  said  the  name-taker, 
lg  up  joyfully  when  the  answer  was  "yes."  Immediately 
ing  him  a  lady  said,  "Walters,"  and  our  head-bent,  name- 
ig  friend  said,  a  bit  sarcastically,  "And  I  suppose  you're 

THOSE  WHO  LIVE  TO  EAT 

are  at  least  making  the  most  of  one  necessity. 


Barbara."  To  his  embarrassment,  she  was. 

Across  from  us  one  happily  lubricated  elderly  Southerner 
lamented  laughingly  to  two  ladies,  "Gee,  I  was  sitting  next  to 
Joe  Levine  and  I  figured  by  the  time  we  got  to  New  York  he'd 
have  discovered  my  acting  potential.  Now  my  movie  career 
has  ended  before  it  could  get  started."  Another  gentleman 
explained  that  it  was  absolutely  essential  he  get  to  New  York 
City  that  evening.  "I'm  celebrating  the  first  anniversary  of  my 
third  marriage  and  if  I  don't  make  it,  she'll  kill  me." 

THOSE  WHO  LIVE  FOR  THEIR  ENTRANCE 

are  usually  made  a  meal  of. 


DON'T  BE  MISLED  BY  MONET  SUPPLY 


By  M.S.  Forbes  Jr. 


The  Federal  Reserve  is  coming  un- 
r  heavy  criticism  for  tightening 
oney  too  much  in  recent  months, 
le  money  supply  figures,  MIA  and 
IB,  have  indeed  contracted  since 
bruary,  which  led  monetarist  guru 
ilton  Friedman  to  declare:  "The  Fed 
s  condemned  us  to  a  more  severe 
:ession  than  we  need  have  suffered." 
The  critics  are  wrong.  The  Fed  has 
tually  eased  credit  significantly 
ice  mid-March.  The  confusion 
ises  because  most  observers  look  at 
e  money-supply  numbers.  With 
nk  interest  rates  considerably  high- 
than  those  of  commercial  paper  and 
her  nonbank  sources  of  funds,  bor- 
wers  have  reduced  their  bank  debt 
d  tapped  these  other  sources, 
mce,  money-supply  figures  (which 
;  made  up  primarily  of  bank  de- 
and  deposits)  also  shrank.  MIA  and 
IB  ignore  commercial  paper. 
As  businessman-turned-investor 
wis  Lehrman  pointed  out  in  Janu- 
y,  a  far  better  measure  of  Fed  mone- 
ry  activity  than  those  money-supply 
imbers  is  something  called  Federal 
:serve  Bank  Credit  (FRBC),  which  is 
ade  up  primarily  of  the  Fed's  hold- 
gs  of  government  securities.  This 
imber  is  released  weekly  on  late  Fri- 
y  afternoon. 

When  the  Fed  wants  to  tighten,  it 
lis  government  securities  and  Feder- 
Reserve  Bank  Credit  decreases, 
hen  it  wants  to  ease,  it  buys  govern- 
snt  securities  and  FRBC  grows. 
Between  January  and  mid-March, 


the  Fed  was  indeed  turning  off  the 
monetary  faucet.  But  in  late  March 
the  Central  Bank  switched  course 
and    FRBC    has    been  expanding. 

Contrary  to  the  Miltonian  monetar- 
ists, the  Fed  isn't  guilty  of  "monetary 
overkill."  In  fact,  if  Volcker  is  not 
careful  in  the  months  ahead,  he  could 
be  accused  of  the  opposite. 

To  repeat,  if  you  want  to  get  a  han- 
dle on  Fed  monetary  actions,  don't 
make  Milton's  mistake  by  looking  at 
the  Ms.  A  far  more  accurate  barom- 
eter is  Federal  Reserve  Bank  Credit. 

SELF  INFLICTED  WOUNDS 

Much  has  been  written  over  the 
years  about  the  economic  problems  of 
underdeveloped  nations.  The  prob- 
lems of  most  of  these  nations  predate 
OPEC's  devastating  extortion.  Nu- 
merous international  conferences  and 
commissions  have  proffered  solu- 
tions, usually  involving  the  West  po- 
nying up  more  money. 

Yet  what  has  often  been  overlooked 
is  how  governments  of  all  too  many 
underdeveloped  countries  hobble 
their  economies  with  onerous  regula- 
tions and  incentive-crushing  taxes— 
not  to  mention  corruption. 

India  has  long  been  a  prime  exam- 
ple of  a  poor  country  that  retarded 
growth.  The  government  went  in  for 
all-encompassing  state  planning. 
Businessmen  were  harassed.  Scarce 
capital  was  frittered  away  on  unecon- 
omical "prestige"  projects. 

In  its  antipathy  to  free  markets,  In- 
dia had  lots  of  company. 

For  a  brief  period,  1975-77,  India 


departed  from  these  practices.  Tariffs 
and  trade  restrictions  were  reformed; 
income  and  wealth  taxes  were  re- 
duced. Before  these  changes,  for  ex- 
ample, India's  income  tax  reached 
971/2%  on  $9,000.  Result:  The  econo- 
my expanded,  despite  the  world  reces- 
sion at  that  time.  Government  rev- 
enues exceeded  projections.  Exports 
soared  as  did  industrial  production. 

Then  India  began  to  backslide. 
Taxes  were  boosted,  red  tape  prolifer- 
ated, planning  became  more  heavy- 
handed.  Not  surprisingly,  inflation 
soared  and  the  economy  contracted. 

Now,  happily,  India  is  again  paying 
more  attention  to  incentives.  The 
new  budget  of  Mrs.  Gandhi's  govern- 
ment is  full  of  goodies  to  encourage 
savings  and  investments.  Taxes  are 
being  scaled  down. 

If  this  encouraging  trend  continues, 
don't  be  surprised  to  see  India's  econ- 
omy outperform  by  a  wide  margin 
those  of  most  other,  more  restrictive, 
poorer  countries  in  the  future. 

Schemes  must  be  devised  to  help 
countries  like  India  with  the  OPEC 
tax.  But  even  if  OPEC  ceased  its 
blackmail,  many  of  these  lands  would 
still  be  in  deep  trouble  because  of  their 
notions  on  economics. 

As  Hong  Kong,  Taiwan,  Singapore 
and  the  Ivory  Coast  have  demonstrat- 
ed, individual  initiative  and  incen- 
tives are  far  more  powerful  stimulants 
for  economic  growth  than  bureaucrat- 
ic planning,  heavy  taxation,  World 
Bank  loans  or  massive  transfers  of 
money  and  technology  from  the 
Western  industrial  countries. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mina.-MSF 


other  than  locking  away  persons  v 
too  dangerous  to  be  allowed  at  lai 
free  society." 
The  idea  makes  more  sense  cve(| 
— Frank  Trippetnl 


Shocking  Inaction 

An  energy  panel  convened  by  the  As- 
pen Institute  of  Humanistic  Studies  con- 
cluded that  America's  continuing  reli- 
ance on  imports  for  almost  halt  its  oil 
needs  posed  a  "grave"  threat.  The  panel 
noted  that  the  nation's  strategic  petro- 
leum reserve  contains  only  a  12-day  sup- 
ply. And  it  warned  that,  while  the  gov- 
ernment had  focused  on  scaling  down  oil 
imports  for  the  long  run,  too  little  atten- 
tion had  been  given  to  the  "more  imme- 
diate and  vital"  threat  of  a  supply  cutoff. 

In  an  interview  Prof.  M.A.  Adelman  of 
the  Massachusetts  Institute  of  Technolo- 
gy, a  leading  petroleum  economist,  said 
that  the  failure  of  the  Administration  to 
fill  the  eongressionally  authorized  bil- 
lion-barrel stockpile  was  "unspeakable." 
Public  opinion,  he  said,  has  been  "anes- 
thetized," and  he  considers  it  shocking 
that  the  Administration  has  permitted 
itself  to  be  "bullied"  by  Saudi  Arabia  into 
not  filling  the  strategic  petroleum  re- 
serves. At  the  rate  of  adding  to  reserves 
by  only  100,000  barrels  of  crude  oil  a  day 
(a  provision  of  the  recently  signed  syn- 
thetic fuels  bill),  Professor  Adelman  not- 
ed that  it  would  take  more  than  20  years 
to  reach  the  billion-barrel  target. 

— Leonard  Silk,  New  York  Times 

Porn  and  Popcorn 
Don't  Hiz 

There's  not  much  incentive  for  the 
[movie]  exhibitor  to  raise  ticket  prices, 
since  he  makes  more  money  from  food 
sales  anyway.  Higher  admission  prices 
might  cut  attendance  by  popcorn  eaters. 


.  .  .  [An  advertising  director)  for  a  subur- 
ban Washington,  D.C.  chain'  of  movie- 
houses  notes  that  "a  cynic  might  look  at 
it  as  if  theaters  were  basically  popcorn 
stands  with  auditoriums  attached." 

In  terms  of  popcorn  sales,  some  mov- 
ies do  better  than  others.  .  .  .  Foreign 
films,  tearjerkers  and  porn  do  worst  and 
horror  movies  best. 

— Caroline  Donnelly,  Money 

Protein  Producer 

If  it  were  possible  to  turn  just  the  1 ,000 
square  miles  of  Long  Island  Sound  over 
to  mussel  culture,  this  area  could  produce 
a  quantity  of  protein  equal  to  three  times 
the  world  fish  catch. 

— The  Drama  of  the  Oceans, 
by  Elisabeth  Mann  Borgese 

More  Selective  Prisons 

Prisons  remain  what  they  have  been 
called  since  the  last  century:  seminaries 
for  crime.  Prisons  foster  inhumanity, 
brutality  and  violence.' 

The  intent  is,  or  ought  to  be,  to  rem- 
edy overcrowding  in  prisons  not  by 
building  more  cells  but  by  sending  non- 
dangerous  offenders  into  community- 
based  programs.  .  .  .  The  idea  is  to  penal- 
ize offenders  by  compelling  them  to 
make  restitution  to  their  victims  and  the 
community  that  they  have  offended.  .  .  . 

In  1973,  the  National  Advisory  Com- 
mission on  Criminal  Justice  Standards 
and  Goals  concluded  a  sober  review  with 
this  recommendation:  "Prisons  should 
be  repudiated  as  useless  for  any  purpose 
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For  unlike  wealth  or  prop 
power  must  be  exercised.  I 
possessed. 

— from  The  Rocleef* 
by  Peter  Collier  and  David  Ha 


Synfuel:  A  Tested  Savi< 

Synfuel  has  been  referred  to  as  ' 
the  sky."  In  reality,  oil  from  coa 
proven  feasible  in  the  U.S.  40  yeaj 
and  South  Africa  is  even  now  enl 
production  to  take  care  of  about  rj 
its  needs  for  gasoline — under  direct] 
an  American  engineering  firm.  S> 
conceivably  could  serve  the  U.S. 
the  synthetic-rubber  process  that 
American  transportation  during 
War  II  and  went  on  to  become  a 
stay.  If  pursued  with  enterprise  and 
faith  in  American  technical  ability 
fuel  and — in  the  longer  future 
power  may  prove  out  as  major  indu 
and  job  providers. 

— Marvin  Stone,  e| 
U.S.  News  &)  World  R 

Heavy  Load 

You  have  a  Vi -horsepower  brain 
ing  a  two-ton  mouth. 

— Dear  Sir,  Drop  Dead:  Hate 
through  the  Ages,  editor  Donald  C^ 


Pompano  Balloon 

Pompano  is  baked  in  buttered  v) 
butcher's  paper.  Jules  Alciatore,  vw 
father  founded  Antoine's  restaurari 
New  Orleans,  created  the  dish  to  h 
the  Montgolfier  brothers,  inventors o| 
world's  first  practical  balloon  in  II 
When  the  fish  is  baked  in  the  paper; 
heat  puffs  it  up  like  a  balloon.  Later,  in 
early  1900s,  the  famous  Brazilian  ballj 
ist,  Alberto  Santos-Dumont,  displi 
his  stunts  over  New  Orleans,  and  the  i 
was  served  again  at  a  banquet  hono 
his  feats.  From  that  time,  it  was  pai) 
the  international  repertoire. 

— George  Lang,  Travel  e)  Le\ 

Zap  for  Zap 

An  actress  congratulated  Ilka  Chas< 
her  book  Past  Imperfect.  "I  enjoyed 
she  said.  "Who  wrote  it  for  you-"'  "C 
ling,"  clawed  back  Ilka,  "I'm  so  deligf, 
you  like  it.  Who  read  it  to  you?" 

— Morris  Manj 
Affronts,  Insults,  &)  Indigna 
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Below  the  turbulent  waters  of 
the  North  Sea,  St.  Joe  discovered 
oil.  And  now,  with  the  help  of 
partners,  this  oil  is  about  to  flow. 

The  Buchan  oil  field  is  ex- 
pected to  contribute  to  St.  Joe's 
earnings  and  growth  when 
it  begins  production  later 
this  year.  St.  Joe  also  has  signif- 
icant petroleum  interests  in  the 


ST. JOE  OIL. 

United  States  and  Canada. 

Oil  is  just  a  part  of  St.  Joe's 
exciting  future.  In  the  early 
1970s,  St. Joe  embarked  on  a 
bold,  but  well-planned  course  of 
diversifying  into  rapidly  growing 
markets  for  energy,  precious 
metals,  and  natural  resources. 
This  ten-year  capital  expansion 
program  should  total  over  two 


billion  dollars  by  1984.  And  it  is 
already  beginning  to  pay  off. 
Discoveries  such  as  Buchan  will 
contribute  to  St.  Joe's  expansion. 

With  all  this  happening,  isn't 
it  time  you  discovered  St.  Joe? 

DISCOVER  US. 

St.  Joe  Minerals  Corporation 
energy  &  metals 


For  a  copy  of  our  Annual  Report,  write  to  our  Chairman,  John  C.  Duncan,  Box  1 ,  St  Joe  Minerals  Corporation,  2S0  Park  Ave.,  N.Y,  N.Y.  10017. 


Now  Raytheon  electronics  help  the  captain  and  the  cook,  tt 


Sunset . . .  and  the  end  of  another  perfect  day  on 
the  water.  Now  it's  hack  to  the  marina,  with  a 
helping  hand  from  Raytheon  electronics  on  the 
bridge  and,  surprisingly,  in  the  galley,  too. 

For  nearly  25  years  boat  owners  have  been 
using  Raytheon  radars,  depth  sounders,  and  radio- 
telephones for  sale  na\  igation  and  dependable 
communications.  More  recently,  another  elec- 
tronic product  has  been  finding  its  way  aboard 
many  boats.  It's  the  Radarange18  microwave  oven 
from  Amana,  a  Raytheon  company. 


Now  many  seagoing  chefs  enjoy  the  same 
speed  and  efficiency  of  electronic  cooking  tha 
they— and  millions  of  others— have  come  to  rc 
on  in  their  kitchens  on  shore. 

We  do,  indeed,  live  in  an  electronic  work 
And  Raytheon  is  strongly  positioned  to  meet  tl 
growing  need  for  electronic  products. 

Data  processing  and  word  processing  systi 
from  Raytheon,  for  example,  are  bringing  the 
electronic  office  of  the  future  that  much  closei  a 
to  reality. 


Id 
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Raytheon  microwave  heating  systems  speed  Raytheon ...  a  $4.3  billion  company  in  elec- 

i  food  processing.  Lasers  cut  and  weld  preci-  tronics,  aviation,  appliances,  energy,  construction, 

i  parts.  X-ray  systems  and  nuclear  cameras  aid  and  publishing.  For  copies  of  our  latest  financial 
iical  diagnosis.  And  Raytheon  tubes,  semi-  reports,  please  write  Raytheon  Company,  Public 

ductors,  and  other  electronic  components  are        Relations,  141  Spring  Street,  Lexington, 
j  in  products  ranging  from  heart  pacemakers  Massachusetts  02173. 

pace  satellites. 

Ours  is  a  future  that  will  depend  heavily  on 
Tronic  technology.  That's  why  a  significant 
re  of  the  business  at  Raytheon  continues  to  be 
ironies. 


DISAPPOINTING  NEWS  FOR  AMERICAS  520,000  MILLIONAIRES 
ONLY  1,500'BERTONE  COUPES  WILL  BE  OFFERED  THIS  YEAR. 

In  an  age  when  anyone  with  money  can  purchase  a  Mercedes,  BMW  or  Cadillac  Seville,  it  takes  a 
good  deal  more  to  own  a  Bertone  Coupe. 
It  takes  luck. 

The  Bertone  C<  >upe  is  a  limited  production  luxury  class  touring  car  that  combines  Volvo  engineering 
with  the  classic  Italian  craftsmanship  of  one  of  Europe's  most  distinguished  coach  builders:  Bertone  of  Tin 

To  fully  appreciate  the  results  of  this  collaboration — the  handcrafted  details,  the  supple  leather 
upholstery,  the  rich  wood  veneers,  die  superb  engineering — you  have  to  see  and  drive  this  car  for  yourself. 

Due  to  the  extremely  limited  supply  of  dicse  extraordinary  automobiles,  we  urge  you  to  use  extreme 
haste  in  visiting  a  Volvo  dealer. 

If  you  should  have  money  enough  and  luck  enough  to  purchase  a  Bertone  Coupe,  you'll  not  only  have 
the  satisfaction  .of  owning  a  car  tfiat  shows  you've  arrived. 

You  won't  see  yourself  coming  and  going.  "VOUVO 

C  ttiO  VOLVO  Or  AMERICA  CORPOflAT  IQA  .- 


;t  operations,  liquidity  ratios  or 
itative  controls."  To  regard  sover- 
tates  as  helpless  before  this  mighty 
ter  is  simply  to  misunderstand  the 
:t.  Indeed,  the  absence  of  reserve 
ements  is  the  only  permissive  as- 
f  Eurobanking.  In  every  other  way, 
ant  banks  that  make  up  the  Euro- 
it  are  the  most  heavily  regulated  in 
arid. 

:e  the  market  began  23  years  ago, 
iction  to  exchange  controls,  no 
las  failed  because  of  unsound  Euro- 
The  most  significant  bank  failure 
e,  the  collapse  of  I.D.  Herstatt  in 
came  from  faulty  foreign  exchange 
g,  not  bad  loans.  "And  no  bank  was 
aved  from  dumb  lending  mistakes 
serve  requirements,"  notes  one 
r. 

the  question  of  whether  the  Euro- 
t  fuels  inflation,  there  is  more  dis- 
nent,  but  an  impressive  number  of 
s  are  coming  around  to  the  view 

does  not — or  does  so  only  margin- 
ollowing  a  year-long  study  on  the 
t,  C.W.  McMahon,  an  executive 
ir  of  the  Bank  of  England,  conclud- 

carn. be  emphasized  too  strong- 
I  the  Euromarkets  are  very  largely 
jmative  channel  for,  rather  than  a 
dition  to,  credit  flows  that  would 
ilace  in  some  form  or  another  in 
ent." 

the  chorus  of  criticism  continues 
:hose  who  would  like  to  regulate 
arket;  bureaucracy  abhors  a  vacu- 
he  criticism  says  more  about  the 
than  about  the  market  itself.  The 
Larket  is  a  convenient  scapegoat 
ltral  banks  that  follow  expansion- 
netary  policies  while  claiming  to 
lation  fighters.  Indeed,  when  G. 
m  Miller  was  Federal  Reserve 
lan,  he  contended  the  Euromarket 
le  of  his  biggest  worries.  He  said 
stence  undermined  his  supposedly 
monetary  policy. 

according  to  Fed  figures,  at  most 
lion  in  Eurodollars  could  be  count- 
part  of  the  domestic  money  sup- 
bout  15%.  "If  you  impose  a  10% 
:  requirement  on  a  pool  of  money 
Efects  our  economy  to  a  15%  de- 
tie  impact  dribbles  off  to  nothing/' 
out  Lou  Schirano,  a  vice  president 
kers  Trust  Co. 

restingly  enough,  most  central 
's  agree;  the  exceptions  are  the 
1  Reserve  and  West  Germany's 
sbank.  "In  addition  to  doubting 
le  Euromarket  disrupts  their  con- 
their  money  supplies,  most  central 
"s  do  not  view  it  as  inflationary  or 
:ive  to  unsafe  banking,"  says  a 
'ork  banker. 

fall,  under  heavy  arm-twisting  by 
:d  and  the  Bundesbank,  central 
of  the  ten  largest  industrial  na- 
igreed  on  a  two-stage  plan  to  con- 
e  Euromarket.  The  plan  was  to  be 


hammered  out  at  the  Bank  for  Interna- 
tional Settlements  (BIS),  the  supersecret 
agency  in  Basel  that  monitors  the  inter- 
national monetary  system.  In  the  first 
stage,  central  banks  were  to  require  their 
commercial  banks  to  publish  consolidat- 
ed balance  sheets  detailing  their  activi- 
ties on  a  worldwide  basis.  In  the  second 
stage  the  central  banks  would  impose 
stiff  controls,  possibly  reserves,  based  on 
the  balance  sheets. 

Quietly,  however,  the  authorities  have 
decided  not  to  go  ahead  with  the  plan.  At 


against  lending  limits  to  any  one  borrow 
er.  For  another,  they  have  been  shaken 
by  the  revolution  in  Iran,  formerly  one  of 
the  bluest  of  blue-chip  borrowers. 

What  this  suggests  is  that  normal 
banking  prudence  is  limiting  the  size  of 
the  Eurocurrency  market  and  the  possi- 
bilities of  dangerous  abuse.  The  big  inter- 
national banks  do  not  need  governments 
to  tell  them  not  to  make  bad  loans.  "A 
positive  development,"  Weatherstone 
calls  this,  aware  as  he  is  that  simple 
common  sense  and  good  banking  prac- 


Less  than  meets  the  eye 


If  interbank  deposits  are  discounted,  the  net  size  of  the  Euromarket  is  not  $1 
trillion  but  more  like  $600  billion.  Even  that  figure  may  be  too  high.  Recent 
studies  suggest  the  true  size  may  be  between  $100  billion  and  $150  billion. 
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its  April  meeting  the  BIS  did  urge  central 
banks  to  implement  tighter  controls  over 
their  domestic  institutions,  but  notice- 
ably absent  was  a  proposal  to  mandate 
uniform  standards.  "The  BIS  statement 
means  the  central  bankers  could  not 
come  to  a  decision,"  says  Geoffrey  Bell,  a 
director  of  J.  Henry  Schroder  Wagg  &  Co. 
"For  the  moment  at  least,  the  concept  of 
controls  is  dead." 

What  caused  the  bureaucrats  to  pull 
back  from  more  formal  regulation?  In  a 
word,  oil.  As  OPEC  tightened  the  price 
screws  further,  the  problem  of  recycling 
became  acute  again.  The  commercial 
banks  through  the  Eurocurrency  markets 
were  handling  most  of  the  money  and 
averting  a  possible  world  depression.  In  a 
situation  like  this,  prudent  bureaucrats 
will  resist  the  temptation  to  interfere. 
That  is  precisely  what  happened.  "They 
suddenly  realized,"  says  Dennis  Weath- 
erstone, "that  this  is  not  the  time  to 
tinker  with  a  successful  mechanism." 

Surprisingly,  commercial  banks  are 
not  using  this  victory  to  step  up  their 
lending;  bankers  may  sometimes  get  car- 
ried away  but  they  are  not  tools.  As  a 
result,  the  market's  growth  will  probably 
tail  off  this  year.  For  one  thing,  many 
commercial    banks    are    bumping  up 


tice  dictate  that  the  West's  commercial 
banks  can  no  longer  handle  recycling  all 
by  themselves. 

The  most  striking  development  in  this 
connection  is  that  billions  of  Arab  dollars 
are  simply  bypassing  the  Euromarket 
completely.  Earlier  this  year,  for  exam- 
ple, Saudi  Arabia  quietly  placed  $8.7  bil- 
lion with  Germany.  In  all,  as  much  as 
$20  billion  may  be  "missing"  from  the 
market  because  of  such  direct  bilateral 
deals.  Consequently,  many  bankers  are 
claiming  that  the  market  is  now  control- 
ling itself  quite  well. 

Maybe  so,  but  pressure  for  controls 
will  once  again  build  when  the  recycling 
crisis  has  passed.  If  controls  are  someday 
laid  down,  the  market  will  not  disappear 
or  even  shrink.  The  center  of  action  will 
simply  shift  from  London  to  such  lightly 
regulated  havens  as  Singapore  or  the  Ba- 
hamas. "The  private  banking  system 
will  always  remain  several  steps  ahead  of 
the  central  banks,"  predicts  Kudlow  of 
Bear,  Stearns.  Gerald  Pollio,  a  Chemical 
Bank  economist,  puts  it  differently:  "We 
will  adhere  to  the  letter  of  the  regulations 
at  the  same  time  we're  finding  a  way  to 
circumvent  them."  Which — however 
much  it  may  annoy  the  governments 
concerned — is  probably  a  good  thing.  ■ 
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hxtra!  Extra!  Read  all  about  it!  Blue-collar 
tabloid  aims  for  upscale  audience.  Touches 
off  media  war  in  Gotham. 

Manhattan 
free-for-all 


Wurzer,  O'Neill,  Hunt  a>u!  General  Manager  Joseph  Barletta 
Making  the  News  the  "major force  in  New  York." 


le  drop  in  Sunday  circulation  has 
;ven  more  dramatic,  from  3.1  mil- 
;n  years  ago  to  2.1  million, 
t  fall  the  News  lost  claim  to  a  proud 
:he  U.S.  newspaper  with  the  largest 
ation.  The  title  was  lifted  by  the 
Street  Journal — an  event  that 
)ted  Dow  lones  &  Co.,  the  paper's 
:,  to  award  Journal  employees  a 
)onus. 

ply  put,  the  News  has  been  deserted 
traditional  blue-collar  readers,  who 
noved  up  the  income  scale  and  out 
city  and  into  the  suburbs.  Because 
ics  has  been  unable  to  reach  them, 
isers,  especially  the  expensive  de- 
ent  stores  and  exclusive  boutiques, 
also  departed.  "Advertisers  aren't 
,"  says  publishing  analyst  fohn 
n  of  John  Muir  &  Co.  "They  can't 
led  when  it  comes  to  demograph- 
Morton  adds:  "Mass-circulation 
apers  that  pander  to  the  lowest 
on  denominator  cannot  survive  in 
.S.  anymore.  Television  now  pan- 
d  that  audience  and  does  a  better 
it." 

lizing  this,  News  management  is 
improve  the  demographics.  "This 
most  ambitious  editorial  improve- 
plan  in  the  61 -year  history  of  this 
aper,"  says  News  publisher  Robert 
Sales  Director  Henry  Wurzer  is 
nore  blunt:  "Our  strategy  is  to  be- 
the  major  force  in  New  York  and 
se-in  suburbs." 

e  he  left  the  presidency  of  the  Chi- 
nbune  to  take  over  the  News  a  year 
unt  has  had  one  objective:  "Rede- 

the  mission  of  this  newspaper. 

fifteen  minutes  after  I  arrived, 
Editor  Michael  J.]  O'Neill  took  me 
lunch  with  a  management  consul- 
)  talk  about  doing  just  that."  Stra- 
planning  may  be  old  hat  in  the 
ate  world;  it  is  relatively  new  in 
wspaper  business, 
the  News  will  gradually  add  on  an 
)nal  23  pages.  To  fill  them,  ap- 
lately  400  additional  employees 
:  hired  and  nearly  $20  million  will 
ed  to  the  annual  budget.  But  noth- 
more  indicative  of  the  changes  in 
vs  than  the  hiring  of  Clay  Felker  to 
le  new  afternoon  edition.  A  man 
tten  knows  what  the  trendy  people 
inking  before  the  trendy  people 
themselves,  Felker  put  his  stamp 
r  York  magazine,  making  it  both 
ble  and  something  of  a  trend-set- 
:he  publishing  business. 

of  Felker's  main  jobs  will  be  to 

a  new  section  called  "Manhat- 
vhich  will,  according  to  publisher 

be  both  "trendy  and  irreverent." 
:t,  Felker  is  being  asked  to  recreate 
ling  very  much  like  the  New  York 
s  lost  in  a  noisy  takeover  fight  to 
:  Murdoch.  Felker  also  will  super- 
l  expanded  business-news  section 
leaded  up  by  a  former  Forbes  se- 


nior editor,  Frank  Lalli,  who  once 
worked  under  Felker  as  managing  editor 
on  New  West  magazine  and  later  served  as 
metropolitan  editor  at  the  Los  Angeles 
Herald  Examiner. 

Dan  Dorfman,  the  financial  writer 
whose  column  is  distributed  to  nearly 
100  newspapers  by  the  Chicago  Tribune- 
New  York  News  Syndicate,  is  exultant: 
"The  day  will  soon  be  past  when  the 
Times  and  thejournal  have  daily  business 
news  all  to  themselves.  Soon  we'll  be 
breaking  our  share  of  major  stories." 

The  big  danger,  of  course,  is  that  the 
upgrading  will  alienate  those  blue-collar 
readers  the  News  has  served  so  well  and 
so  long.  "Any  time  a  publisher  tries  to 
reach  a  new  market,  he  runs  the  poten- 
tial risk  of  alienating  old  readers,"  says  J. 
Kendrick  Noble,  a  publishing  analyst  at 
Paine  Webber. 

The  real  key  to  improving  the  News' 
profitability  and  reversing  its  decline  lies 
in  improving  its  advertising  revenues. 


For  example,  four  of  New  York's  mos, 
prestigious  department  stores  spent  $22 
million  in  advertising  last  year;  the  Times 
got  virtually  every  cent  of  it.  "We  want 
some  of  that,"  Hunt  says.  "What  we're 
getting  from  them  now  does  not  amount 
to  a  hill  of  beans." 

What  about  Rupert  Murdoch?  For  once 
the  feisty  Australian  seems  on  the  defen- 
sive. Even  without  an  invasion  by  the 
News  into  the  afternoon  field,  his  Post 
reportedly  holds  less  than  10%  of  the 
New  York  City  newspaper  advertising 
market;  he  could  ill  afford  to  lose  any  of 
it.  His  best  hope  is  that  the  News  may 
abandon  its  plan  to  turn  out  an  afternoon 
paper.  Otherwise,  he  faces  an  old-fash- 
ioned circulation  war. 

But  don't  write  off  Rupert  Murdoch. 
Don't  expect  the  Times  to  be  a  pushover 
for  the  News.  Don't  expect  the  Neivs  to  sit 
quietly  and  let  its  market  slowly  evapo- 
rate. As  we  said,  it's  going  to  be  quite  a 
fight.  ■ 


Is  Stanford  Ovshinsky  an  authentic  scientific 
genius?  Or  is  he  just  a  smart  promoter?  A  lot 
of  money  rides  on  the  answer 

Ovonics— has  its 
time  come? 


By  Carol  E.  Curtis 


Stanford  Ovshinsky  has  pulled 
rabbits  out  of  a  hat  again. 
His  company,  Energy  Conver- 
sion Devices,  Inc.,  has  lined  up  Chicago- 
based  A.B.  Dick  Co.  to  get  one  of  Ov- 
shinsky's  ideas  rolling  off  an  assembly 
line.  His  idea  is  the  MicrOvonic  file,  a 
desktop  machine  to  update  microfiche. 
In  the  agreement  announced  on  July  14, 
A.B.  Dick  will  manufacture  the  machine, 
while  Ovshinsky  will  make  the  film. 

A.B.  Dick  seems  to  be  backing  a  long 
shot.  The  device  is  the  latest  in  a  long 
line  of  attempts  to  bring  the  inventor's 
ideas  to  market.  Ovshinsky's  success 
record  is  rather  thin.  "Energy  Conver- 
sion Devices  is  the  longest-lived  venture- 
capital  company  I  know  of  in  the  history 
of  American  industry,"  marvels  Keith 
Cunningham,  an  early  president  of  ECD 
and  now  head  of  UNC  Resources,  the 
nation's  largest  independent  uranium 


producer.  "It  has  an  absolutely  incredible 
history.  It  is  like  eternal  youth." 

Many  people  don't  share  Cunning- 
ham's generosity.  "Ovshinsky  has  cre- 
ated things  that  aren't  manufacturable," 
complains  one  Wall  Street  electronics 
analyst.  "After  20  years,  one  gets  impa- 
tient. Where  is  the  product,  and  where  is 
the  profit?" 

ECD  has  been  in  business  20  years, 
and  has  yet  to  make  a  product  or  a  profit. 
Its  accumulated  deficit  is  $29  million, 
and  the  last  deal  it  had  for  manufacturing 
the  MicrOvonic  file  fell  through  after  the 
prospect,  Minnesota  Mining  &.  Manufac- 
turing, tested  the  final  prototypes. 

But  the  fountain  of  youth  Ovshinsky 
has  been  tapping  just  keeps  on  flowing. 
Earlier  this  year  Atlantic  Richfield,  the 
nation's  eighth-largest  oil  company, 
handed  Ovshinsky  $28.3  million  for 
work  on  "amorphous  silicon  photovolta- 
ic cells,"  an  experimental  form  of  solar 
energy. 
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Behind  the  .scenes,  however,  Ov 
shinsky's  troubles  ate  mounting.  Keith 
Cunningham,  who  has  known  Ov 
shinsky  since  the  1950s,  is  tin-  plaintiff 
111  a  lawsuit  over  rights  to  Ovslunsky's 
solar  technology.  As  Cunningham  ex- 
plains it,  Ins  long  standing  friendship 
with  Ovshinsky  led  to  his  decision  to 
accept  the  presidency  of  tiny  E(  I  >  bai  k 

in  1969,  Despite  Ins  admiration  tor  ()v- 

shinsky's  inventiveness,  Cunningham 
says  he  soon  realized  the  decision  was  a 

mistake,  "]  did  not  see  the  commercial- 
ization evolving  that  he  had  talked 
about/'  Cunningham  says.  "The  prob 

lem  was  that  then  was  not  the  Capability 
to  gel  a  product  out  oi  the  lab." 

Cunningham  went  on  to  become 
president  of  UN(  Resources  But  he  con- 
tinued to  admire  Ovshinsky.  When  ( >v 
shinsky  approached  Ins  company  in 

I 


1976  tor  help  in  financing  solar  research, 
(  unningham  says  he  presented  the  idea 
to  his  hoard  as  a  "worthy  crapshoot." 
UNC  then  provided  $500,000  to  Ov 

shinsky  lor  solar  energy  development.  In 
return,  Cunningham  says,  UNC  was  en- 
titled to  50%  ownership  of  all  technology 

bearing  on  conversion  of  energy  into 

electricity. 

(  >V8hinsky  didn't  see  it  that  way.  Last 

[anuary,  he  signed  the  agreement  with 
ARCO  neglecting  to  inform  Cunning- 
ham— which  gave  AIUX)  a  nonexclusive 
c  ross  license  to  ECD's  solar  cell  technol- 
ogy. "A  lot  oi  what  Stanford  Ovshinsky 
has  belongs  to  us,"  claims  Cunningham. 
"A  great  deal  oi  the  value  .  .  .  is  m  the 
ci  miidentiality." 

(  unningham  has  moved  to  include 
AIU  ( )  and  two  of  its  subsidiaries  as  CO- 
defendants  in  the  sun  I  [e  has  .dso  asked 


By  M 


'  )vsbtnsky  and  wife  ftis  in  front  of  new  W<  rt  )vonic  film  machine 

The  ideas  pour  out  as  fast  as  big-business  money  pours  in. 


an  Illinois  court  to  take  control  < 

technology  until  the  case  is  settled] 

Even  if  Ovshinsky  wins  this  rj 
other  battles  loom.  is  seekim 
return  of  an  $850,000  advance  it 
Ovshinsky  tor  his  MicrOvonic  file, 
a  .^M  spokesman,  "They  couldn't 
it.  We  want  the  money  back  It  w 
advance  on  an  order." 

Alter  such  black  eyes,  why  do  big 
panics  keep  coming  hack  for  more! 
reason  is  ( )vshinsky's  engaging  pen 
ity.  "People  perceive  him  a  little  hk 
next  Thomas  Edison,"  explains  thi 
spokesman.  Adds  Robert  Chambers 
president  at  ARCO,  "He  handles  pi 
well.  He  does  the  things  you  woull 
pect  a  good  research  director  to  do.' 

Ovshinsky,  57,  is  the  son  of  a  Lr 
man  pink  dealer.  Born  in  Akron, 
and   with   no  education  beyond 
school,  Ovshinsky  worked  his  Wii 
from  an  early  career  as  a  machmi 
displaying  a  flair  tor  innovation. 

He  first  hurst  on  the  national  see 
1968  with  the  announcement  he  ha 
vented  "Ovomcs,"  a  new  class  of  a 
plimis  materials  that  could  icvolutii 
many  areas  ol  electronics.  Ovshi 
contends  that  such  substances  havl 
advantages  over  crystalline  materia 
applications  like  semiconductors, 
til m,  solar  Cells  and  computer  menu 
His  controversial  theories  have  wor   w  - 
acceptance  ol  some  eminent  si  u  ni  • 
He  holds  120  U.S.  patents,  though 
has  ever  been  tested  in  court. 

Even  Cunningham  acknowledges 
shinsky's  scientific  prowess.  De 
their  disagreements,  Cunningham 
the  inventor  made  important  projj 
while  he  was  working  under  the  s 
sorship  of  UNC:  "Within  60  days,  t 
were  successful  results.  There  is; 
question  thai  he  made  a  scienl 
breakthrough." 

ARCO  has  also  been  encouraget 
the  results  in  the  six  months  it 
workeil  with  Ovshinsky.  The  oil 
pany  initially  gave  ECI)  only  $3.3 
lion,  then  came  Up  with  $25  mil 
more  after  watching  Ovshinsky  in 
lab.  "He  has  a  good  record  as  an  in 
tor,"  says  Chambers. 

Ovslunsky's   newest   partner  is 
bothered  by  ECI  )'s  grim  history 
( )vshinsky  gets  outside  the  lab.  "A  lc 
us  worked  very  hard  tor  this,"  says  I 
Woll,  the  senior  consultant  who  he 
negotiate  the  agreement  for  A.R.  Q 
"( Hit  salesmen  will  now  have  a  chow 
the  best  products  to  sell  " 

"We  have  created  Ovonies,  a  wh 
new  area  of  science  and  tcchnolog 
Ovshinsky  tells  Forbes.  "We  are  doifl 
job — against  great  odds — that  is  red 
nized  throughout  the  world."  MeanwJ 
ECU  stock,  trailed  over-the-counter, 
zigzagged  wildly,  plunging  from  a  big! 
150  in  1968  to  less  than  $.*  pel  share 
1974.  The  stock  recently  sold  tor  19 
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e  and  more  shareholders  are  being  asked 
ive  up  their  traditional  rights  and  privi- 
s  as  worried  corporate  managements  seek 
ifle  the  booming  takeover  trend. 


Digging 
in 


By  Michael  Kolbenschlag 

rooK  Charles  E.  Hurwitz  only 
a  years  and  less  than  $8  million  to 
y  his  way  to  the  top  spot  at  Los 
s-based  McCulloch  Oil  (recently 
:d  MCO  Holdings)  and  control  of 
\  million  in  assets.  Hurwitz'  part- 
ntor  was  Dr.  George  Kozmetsky, 
bunder  of  Teledyne  and  dean  of 
siness  School  of  the  University  of 
The  pair  needed  only  13%  of  the 
o  get  control. 

a  few  months  after  taking  the  top 
McCulloch  (1979  revenues,  $77 
i)  Hurwitz  is  making  it  tough  for 

to  pull  a  Hurwitz  on  him.  Like 
)ther  corporate  boards,  his  is  im- 
iting  antitakeover  measures.  Re- 
he  painstakingly  pulled  a  52%  ap- 
of  his  shareholders  to  incorporate 

of  amendments  that  just  about 
im  and  his  cronies  to  their  board 

They  include  provi- 
lat  stockholder  action 
;n  only  at  meetings, 
le  board  of  directors 
t  the  stockholders  be 
.zed  to  call  special 
alder  meetings,  that 
rs  may  not  be  re- 
without  cause  or 
ited  from  the  floor 
it — by  virtue  of  super- 
:y  provisions — Hur- 
id  Kozmetsky  would 
reto  power  over  any 

to     change  these 
ments. 

Hurwitz  needs  such 
roof  protection  no  one 
Two     years  ago 
loch  Oil  was  a  debt- 

legally  beleaguered 
iy  about  as  alive  as  its 
r  Robert  P.  McCul- 
/ho  died  in  1977.  To- 
:  company  has  turned 


itself  around,  downplaying  unprofitable 
land  development  and  refocusing  on  oil, 
gas  and  geothermal  energy.  The  proceeds 
are  still  small  potatoes,  with  first-quarter 
1980  revenues  of  only  $26  million.  But 
McCulloch  is,  as  they  say,  on  the  come. 
Its  stock,  which  has  a  book  value  of  6, 
recently  traded  at  a  nifty  13,  and  some 
suggest  the  company  has  the  assets  to 
support  20  in  the  near  future. 

But  bulletproofing  can  be  expensive, 
and  in  this  case  particularly  so  for  the 
McCulloch  shareholders.  "The  guys  who 
will  get  hurt  in  all  this  are  the  minority 
shareholders,  the  widows,  the  orphans 
and  the  ones  on  camping  trips  in  Alaska 
who  won't  get  the  news  when  someone 
makes  a  tender  offer,"  says  one  Wall 
Street  specialist  in  takeover  defenses. 
"Antitakeover  provisions  won't  stop  a 
raider  from  acquiring  75%  to  80%  of  the 
stock  just  by  tendering  for  it.  They  will 
slow  the  second,  consolidation  phase  of 


the  takeover,  but  the  raider  can  wait.  It's 
really  the  remaining  shareholders  who 
need  things  to  go  smoothly." 

Hurwitz  admits  that  the  amendments 
may  be  self-serving.  The  company  warns 
shareholders  in  its  proxy  that  manage- 
ment might  be  viewed  as  having  a  con- 
flict of  interest  in  recommending  the 
provisions.  But  recommend  them  they 
did,  even  at  the  risk  of  possible  court 
challenges  later. 

The  McCulloch  management  is  just 
one  of  a  growing  number  that  are  asking 
their  shareholders  to  give  up  old  and  al- 
most sacred  prerogatives  to  help  thwart 
takeovers.  Bushy-browed  Foremost- 
McKesson  President  and  Chief  Executive 
Officer  Thomas  E.  Drohan  is  doing  like- 
wise. Recently  Foremost  shareholders  re- 
ceived proxies  asking  them  to  give  the 
Foremost  board  the  power  to  "restrict 
and  limit  the  transfer  to,  and  the  pur- 
chase, ownership  and  voting  of,  shares  by 
or  on  behalf  of  particular  shareholders." 

Specifically,  the  carefully  worded 
statement  says  that  Foremost  wants  to 
reserve  the  right  to  stop  the  transfer  of 
stock  or  void  the  voting  right  of  anyone 
seeking  10%  or  more  of  the  company  if 
that  individual's  background  might  jeop- 
ardize company  licenses  and  permits  for 
the  sale  and  distribution  of  its  alcoholic 
beverages  and  drugs.  The  company  says 
such  action  by  the  board  would  have  to 
be  triggered  by  a  written  governmental 
advisory,  but  Foremost  doesn't  deny  it 
would  seek  out  that  advisory  if  it  didn't 
like  the  look  of  a  particular  investor. 

In  asking  for  the  shark-repelling  privi- 
lege Drohan  seems  to  be  angling  to  avoid 
Miami  businessman  Victor  Posner,  who 
owns  just  over  9%  of  Foremost.  Even 
though  Posner  claims  he's  not  interested 
in  taking  over  Foremost,  Drohan  feels 
justified  in  asking  for  roadblocks.  Posner 
did  attempt  to  take  over  Foremost  in 
1976,  but  that  attempt  failed. 
The  battle  led  to  a  charge  by 
the  company  that  Posner  had 
overstated  earnings  in  the  of- 
fer, which  in  turn  led  to  a 
Securities  &.  Exchange  Com- 
mission investigation  into 
Posner's  other  business  deal- 
ings as  well.  In  the  end 
Posner  restated  earnings, 
signed  a  consent  decree  and 
returned  to  two  of  his  com- 
panies $1.6  million  in  corpo- 
rate funds  that  the  SEC  al- 
leged were  misused  for 
Posner's  personal  reasons. 

"All  this  is  part  of  a  long- 
term  trend  to  reduce  stock- 
holders' ability  to  control  the 
destiny  of  a  company  and  to 
pull  power  back  into  the 
board,"  says  Robert  E.  Mar- 
quis, managing  director  of 
West  Coast  operations  for 
Georgeson  &  Co.,  the  na- 
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tion's  oldest  and  biggest  proxy  solicita- 
tion firm. 

Marquis  and  others  in  the  investment 
bunking  community  believe  that  more 
corporations  will  seek  encumbering  by- 
laws. The  tendency  is  partially  encour- 
aged by  recent  stockholder  suits  against 
corporate  managements  that  responded 
to  takeover  offers  by  simply  turning  a 
cold  shoulder.  None  of  these  suits  has  yet 


been  successful.  But  a  handful  of 
McGraw-Hill  shareholders  are  doggedly 
trying  to  take  that  company  into  the 
Supreme  Court  for  rebuffing  American 
Express  last  year,  and  the  SEC  recently 
filed  a  brief  siding  with  the  shareholders 
of  Marshall  Field  &  Co.  who  had  unsuc- 
cessfully attempted  to  sue  the  company 
for  not  being  more  receptive  to  West 
Coast  retailer  Carter  Hawley  Hale. 


It's  a  tough  situation.  With  the  ^ 
full  of  Charles  Hurwitzes,  you 
blame  managements  for  wanting  t 
tect  themselves.  On  the  other 
what  right  has  management  to  pr 
shareholders  from  accepting  the 
possible  price  for  their  shares?  Oh  v 
nice  bull  market  that  would  take  a 
out  of  the  bargain  basement  would 
everybody's  dilemma.  ■ 


Here's  another  successful  U.S.  bank  whose 
stock  was  languishing  at  5  times  earnings 
until  a  rich  foreign  suitor  came  along. 

Why  Midland 
wants  Crocker 


By  Maurice  Barnfather 

Over  the  July  12  weekend,  the 
largest  foreign  takeover  yet  ($820 
million)  of  an  American  bank  was 
worked  out  in  the  most  appropriate  of 
settings:  New  York's  Waldorf-Astoria  on 
Park  Avenue.  California's  Crocker  Na- 
tional Corp.  ( 14th-largest  bank  holding 
company  in  the  U.S.)  agreed  to  sell  a  51% 
interest  to  Midland  Bank  Ltd.  (Britain's 
third  largest).  If  the  deal  goes  through  in 
one  year's  time  it  will  put  Crocker  up  in 
the  top  ten  of  U.S.  banks  in  assets. 

Yet  only  six  years  ago,  when  the  now 
63-year-old  Thomas  R-  Wilcox  left  Citi- 
corp to  take  over  as  chairman  at  San 
Francisco's  Crocker,  the  bank  was  in  sor- 
ry condition  (Forbes,  Nov.  12,  1979). 
Steeped  in  a  banking  tradition  that  had  it 
catering  to  wealthy  corporations  and 
families  with  whom  it  had  old  ties, 
Crocker's  profits  were  flagging,  its  cap- 
ital position  was  thin  and  its  deposits 
were  shrinking.  Crocker  was  losing 
ground  steadily  in  California  to  Bank  of 
America  and  Wells  Fargo. 

Moving  decisively,  Wilcox  chopped 
deadwood  from  the  payroll,  recruited 
ambitious,  highly  paid  staff  from  New 
York  and  Chicago  banks  and  aggressive- 
ly marketed  Crocker.  It  paid  off.  Crock- 
er's assets  rose  from  $10  billion  to  $16 
billion,  return  on  equity  about  doubled  to 
15%  over  five  years  and  earnings  last 
year  were  $6.68  a  share,  compared  to 


$2.40  a  share  pre-Wilcox.  When  Wilcox 
retires  to  his  Long  Island  home  next  year 
he  could  pocket  as  much  as  $4.5  million 
from  the  sale  of  his  Crocker  holdings. 
Nice  work,  considering  that  Crocker's 
near-term  prospects  look  as  gloomy  as 
any  other  bank's  amid  falling  interest 
rates  and  recession. 

So  why  did  Midland  choose  Crocker? 
And  why  now?  And  why  at  roughly 
twice  the  average  multiple  for  bank 
stocks?  Midland  is  the  only  major  British 
bank  without  a  significant  U.S  presence. 
Granted,  it  has  a  20%  stake  in  New 
York's  European-American  Bank  and 
owns  the  Thomas  Cook  travel  and  finan- 
cial services  group.  But  for  three  years  it 
has  wanted  to  be.  in  American  commer- 
cial banking.  Talks  with  Chicago  factor 
Walter  E.  Heller,  heavily  criticized  by 
British  shareholders  for  the  price  Mid- 
land indicated  it  would  pay  (almost  twice 
Heller's  $24  book  value),  floundered. 
Midland's  ambitions  did  not. 

Midland  director  Malcolm  Wilcox  (no 
relation)  knew  Wilcox  of  Crocker,  with 
whom  the  British  bank  had  a  correspon- 
dent relationship  for  many  years.  Crock- 
er, despite  its  phoenix-hke  rise,  still  lags 
competitors  in  internal  equity  growth. 
Without  a  stronger  capital  base  it 
couldn't  easily  continue  to  expand  its 
assets  and  profits.  Enter  Midland. 

The  British  are  fully  aware  of  the  hos- 
tility to  foreign  takeovers  of  U.S.  banks, 
particularly  in  New  York.  But  opportuni- 


ty knocked.  The  congressional  mor 
um  on  such  deals  ran  out  luly  1 
General  Accounting  Office,  in  a 
unpublished  report,  is  recomme 
that  the  moratorium  be  reinstate 
definitely.  John  G.  Heimann,  the  C 
troller  of  the  Currency  in  Washin 
and  Paul  A.  Volcker,  chairman  o 
Federal  Reserve  Board,  are  oppost 
any  reinstatement. 

Midland  cannot  gamble  on  whe 
win;   hence  the  timing  of  the 
Buying  51%   of  Crocker,  rather 
100%,  is  aimed  at  sweetening  the  \: 
that  opponents  of  foreign  takeover? 
swallow  it.  "There  is  no  reason  to  be 
that  a  full  takeover  would  have 
acceptable,"  said  Geoffrey  W.  Ta 
chief  executive  of  Midland's  interna 
al  division. 

There's  even  more  sugarcoating. 
like  most  other  foreign  takeovers  ol 
banks,  Midland's  deal  will  inject 
funds  into  Crocker.  Here's  how:  In  a 
a  year  Midland  will  tender  for  6.5  mi 
Crocker  shares  at  then-current  boot 
ue,  which  should  be  about  $50.  Afte 
tender  offer  is  completed,  Midland 
buy  3  million  new  shares  of  Crock 
$90  each.  Then  within  the  next  i 
years  Midland  will  purchase  anothe 
million  new  shares,  again  at  $90  ap 
Total  capital  infusion  into  Crocker 
the  sale  of  these  new  shares:  about 
million.  "Now  we  can  make  soith 
plans  for  whatever  trends  develo 
banking,"  says  Crocker's  Senior 
President  Ward  Stevenson. 

Increased  capital,  of  course,  j 
Crocker  the  opportunity  to  expant 
loan  portfolio.  With  Midland's  $500 
lion,  Crocker's  borrowing  base  woul 
crease  to  $  1 .4  billion.  If  Crocker  borr 
say,  close  to  30  times  that  (about  b 
ing  average)  for  investments  and  k 
its  resources  would  more  than  doubl 
about  $42  billion. 

Midland's  proposed  price  for  Croi 
shares  may  seem  high,  but  the  Br: 
realize  they  must  pay  a  premium  to  e 
an  exclusive  club— particularly  vw 
they're  late. 

As  Midland's  Taylor  says:  "Des 
the  problems  of  the  dollar,  the  U.S.  is 
of  the  world's  great  financial  markt 
He  adds:  "We  are  great  bulls  on  the  dc 
long  term.  It  must  be  the  right  plac 
put  some  of  your  money."  That's  fro 
conservative  British  bank.  ■ 
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LIFE  IS  FILLED 
WITH 

COMPROMISES. 
&  $30.000 CAR 

SHOULDN'T  BE. 


In  these  times  of  performance- 
appmg  anti-pollution  laws,  fuel 
;quirements  and  safety  regula- 
ons,  it  is  becoming  increasingly 
ifficult  to  build  cars  that  are 
S)j  worth  driving. 

Certain  observers,  given  to 
ark  prophecies,  have  even 
one  so  far  as  to  predict  a  gen- 
ration  of  fatally  uninspired, 
revocably  compromised  auto- 
lobiles. 

Expensive  luxury  sedans  that, 
i  the  somewhat  colorful  prose 
f  Car  and  Driver  magazine, 
..ride  like  pillows  when  you 
ruise  them  and  squeal  like  pigs 
'hen  you  push  them." 

A  dour  prediction  indeed.  But 
jrtunately  one  that  does  not 
ike  into  consideration  the  mven- 
i/e  genius  and  the  obsessive 
etermination  of  the  engineers 
t  BMW  in  Munich,  Germany  to 
uild  extraordinary  automobiles. 

Against  all  odds,  the  BMW 
33i  not  only  meets  the  critical 


demands  of  society,  it  does  so 
without  ever  once  violating  our 
conviction  that  extraordinary 
performance  is  the  only  rational 
justification  for  owning  an  ex- 
pensive car. 

PERFORMANCE  AND 
EFFICIENCY  CAN  COEXIST 

UNDER  THE  SAME  HOOD. 

In  a  very  real  sense,  the  BMW 
733i  is  a  seemingly  incongruous 
combination  of  qualities  many 
automakers  insist  are  mutually 
exclusive. 

While  the  733i  is  the  largest 
BMW  sedan,  its  size  in  no  way 
hampers  its  uncanny  agility,  its 
responsiveness  to  the  driver,  or 
its  singular  capacity  for  remov- 
ing the  drama  from  even  the 
most  hair-raising  road  conditions. 

Indeed,  its  suspension  sys- 
tem—independent on  all  four 
wheels— has  been  described  by 
Car  and  Driver  magazine  as 
"...the  single  most  significant 
breakthrough  in  front  suspen- 


sion design  in  this  decade." 

Press  the  accelerator  and  the 
733i's  fuel-injected,  3.2-liter, 
overhead  cam  engine  responds 
in  a  manner  that  would  be  exhil- 
arating—even  by  pre-pollution 
control  standards. 

Yet,  the  733i  (with  standard 
transmission)  delivers  Q6]  EPA 
estimated  mpg,  23  estimated 
highway  mileage  and,  based  on 
these  fiRures,  an  estimated  mpg 
range  of  13601miles  and  a  high- 
way range  of  518  miles. 

(Naturally,  our  fuel  efficiency 
figures  are  for  comparison  pur- 
poses only.  Your  actual  mileage 
and  range  may  vary,  depend- 
ing on  speed,  weather  and 
trip  length.  Your  actual  highway 
mileage  and  highway  range  will 
most  likely  be  lower.) 

And,  when  you  slide  behind 
the  wheel  of  the  BMW  733i,  you 
will  notice  an  object  just  to  your 
right  that  should  give  you  con- 
siderable insight  into  the  some- 


what divergent  philosophy  of 
BMW.  It's  called  a  manual  trans- 
mission. 

Unaccountably,  the  733i  is 
the  only  "luxury  sport  sedan"  in 
its  price  class  to  provide  one  as 
standard  equipment.  (Automatic 
is,  of  course,  available.) 
LUXURY  NEEDN'T  BE 
SYNONYMOUS  WITH 
SUPERFLUOUS. 

It's  difficult  to  imagine  an 
appointment,  a  convenience  or 
an  accessory  that  has  been 
omitted  in  the  BMW  733i. 

AM  /  FM  stereo  cassette,  elec- 
tric sunroof,  electric  windows, 
electric  rearview  mirror— even  a 
central-locking  system  that  locks 
all  four  doors,  the  trunk  lid  and 
the  gas  door  with  the  turn  of  a 
single  key— are  all  standard 
equipment. 

Yet,  all  facets  have  been  bio- 
mechanically  engineered  to 
the  nth  degree  to  help  eliminate 
driver  fatigue. 

Its  seats  are  anatomically 
shaped  buckets,  covered  in  wide 
rolls  of  supple  leather.  Its  front 
seats  are  so  thoroughly  adjust- 
able that  it  is  all  but  impossible 
not  to  find  a  comfortable  driving 
position. 

All  vital  controls  are  within 
easy  reach.  The  tachometer, 
speedometer  and  ancillary  in- 
struments are  large,  well- 
marked  andtotally  visible— set  in 
a  dashboard  that  sweeps  out  to 
meet  the  driver. 

"If  you've  driven  any  BMW  in 
the  last  ten  model  years, ' '  writes 
one  automotive  journalist,  "lean 
back,  close  your  eyes  and  imag- 
ine that  car  honed  and  polished 
to  the  limit  of  human  finesse. 
That  would  be  the  733i ..." 

If  you  find  the  notion  of  own- 
ing such  a  car  more  than  a_ little 
intriguing,  we  sug- 
gest you  phone  youri 
nearest  BMW  deal- 
er and  arrange  a 
thorough  test  drive. 
THE  ULTIMATE  DRIVING  MACHINE. 

BMW.  MUNICH,  GERMANY 


1979  BMWo!  North  Am 


h  and  logo  are  revered  trademarks  of  E 


e  Motnrer  Werke  A  G 


bday's  Bunker  Ramo  is 
lelping  the  Swedish  railways 
nake  its  curves  as  safe 
is  its  straightaways. 


I  the  signals,  speed  restriction 
rds  and  grade  markers  on  the 
sdish  railways  were  suddenly 
loved,  no  one  would  miss  them. 
:ause  a  new  on-board  computer 
tern  is  now  capable  of  transmitting 
ctly  the  same  information, 
/hat's  more,  the  system  assures 
observance  of  speed  limits  in 
cal  situations.  And  that  means 
:  when  the  engineer  hits  a  curve 
:  calls  for  40  kilometers  an  hour, 
re's  no  way  he  can  do  even  41 . 
Critical  to  the  success  of  this 
tern  are  some  very  special 
phenol'  connectors  designed  by 
iker  Ramo  engineers  in  England 
I  Scandinavia.  And  what  makes 
7i  special  is  the  fact  that  each 
nector  plug  assembly  includes 
i  of  1 5  different  printed  circuits 


which  are  coded  to  allow  for  the 
various  speed  controls. 

Today,  through  our  well-known 
Amphenol  connectors,  Bunker 
Ramo  has  a  leading  position  in 


the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and 
a  growing  role  in  fiber  optics. 
In  addition,  we  are  a  major 
producer  of  the  data  terminals 
and  minicomputers  that  comprise 
the  information  systems  widely 
used  by  commercial  banks, 
thrift  institutions,  insurance 
companies  and  brokerage  houses. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521. 


BUNKER 
RAMO 


Where  the  housing  industry  and  governmental  policy  cross,  the  rem 
apartment  business  is  being  sacrificed.  Not  only  landlords  get  hum 


Let  them 
eat  condos 


flSSUt' 
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By  Harold  Seneker 


Les  Nelson  used  to  take  pride  in  being  the  biggest  apart- 
ment builder  on  the  West  Coast.  Over  a  20-year  period 
he  put  up  some  15,000  apartment  units,  literally  hun- 
dreds of  buildings.  A  big,  tough,  affable  man  with  a  sharp 
financial  mind,  he  takes  credit  for  being, the  first  to  apply  the 
sale-leaseback  to  the  apartment  business  12  years  ago,  thereby 
encouraging  an  entire  tax-shelter  industry.  If  ever  there  was  a 
Mr.  Apartment  Construction,  he  was  it. 

But  no  more.  L.B.  Nelson  hasn't  built  a  rental  unit  since  his 
last  apartment  project  was  finished  in  1976.  "Apartments  are 
dead,"  he  announces.  "The  cost  of  building  and  operating 
apartments  has  gone  up  so  much 
faster  than  rents  that  most  new 
building  not  subsidized  by  the  gov- 
ernment will  have  a  negative  cash 
flow.  It  pays  too  well  to  convert 
existing  good  apartment  buildings 
into  condominiums,  compared  to 
what  you  can  get  for  them  as  rent- 
als. And  rent  control  is  too  great  a 
threat  to  risk  building  or  owning 
rentals  anymore.  It  used  to  be  just 
in  New  York.  Now  you  find  it  in 
California,  Washington,  D.C. — all 
over  the  place." 

Here's  the  sad  part:  All  three 
problems  have  a  common  cause, 
the  bumbling,  occasionally  mali- 
cious hand  of  the  political  market- 
place, which  is  both  the  great  bene- 
factor and  the  great  bane  of  the 
housing  industry.  Housing  has 
been  a  political  football  for  35 
years,  and  policymakers  still  keep 
an  anxious  eye  on  their  politically 
potent  homeowning  constituency. 
Meanwhile,  the  thousands  of  build- 
ers and  operators  of  the  country's 
27  million  rental  units  have  be- 
come so  many  unwanted  stepchil- 
dren: When  they  are  not  being  for- 
gotten and  ignored  because  home- 
owning  households  outnumber 
renter  households  2-to-l,  they  are 
being  remembered  and  maligned 
because  their  tenants  outnumber 
landlords  by  even  greater  percent- 
ages and  have  a  long  list  of  politi- 


A  sampler  of  rents 


New  York.  220  E.  65th  St.,  2-bdrm,  $1,800  +  mils 
Richard  Nixon,  lives  down  the  street  at  1 42;  he  had 
a  hard  time  finding  a  place,  too.  Buildings  stand 
empty  in  the  ghettos,  but  overall  vacancy  is  2.9%. 
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cally  exploitable  gripes.  When  an  antibusiness  demagogu«| 
Tom  Hayden  wants  an  issue  to  exploit,  what  does  he 
Rent  control. 

As  a  result  of  all  this,  the  nation's  rental  stock  is  act! 
shrinking.  Some  2%  of  all  rental  units  are  normally  convl 
to  other  uses,  abandoned  or  destroyed  in  an  average  rtl 
year,  according  to  the  estimate  of  Michael  Sumichrastf 
economist  for  the  National  Association  of  Home  Buill 
That's  about  540,000  units  annually.  When  multifamily  si 
drop  below  that,  the  supply  of  apartments  is  unquestiorl 
going  down.  That  has  been  the  case  in  every  year  since  1^1 
The  actual  situation  is  far  worse  than  that  gauge  sugg| 
Some  guess  30%  of  the  nation's  multifamily  starts  are 

built  as  condominiums  or  coojl 
tives  in  the  first  place  and  n| 
become  part  of  the  rental  stoJ 
all.  At  the  same  time,  rental! 
single-family  homes — still  abq 
third  of  the  total — are  also  ski 
shrinking  in  numbers  as  thel 
mand  for  homeownership  goes! 

Meanwhile,  of  course,  the  pf 
lation  is  also  going  up,  and  rerj 
tend  to  fall  into  particularly 
growing  demographic  grol 
young  adults  and  old  ones  i| 
grown  children;  singles  and  dJ 
cees;  two-income,  city-lovl 
childless  couples.  And  at  the  pul 
end  of  the  scale,  illegal  alien! 
welfare  recipients.  This  de:| 
graphic  pileup  won't  start  to 
until  the  mid-Eighties. 

For  three  years  the  official 
tional  average  for  apartment 
cancies  has  hovered  near  5% ,  a| 
ure  below  what  the  industry  cl 
siders  the  minimum  (7%)  at  wfl 
a  civilized,  i.e. ,  nongouging,  mail 
can  be  maintained.  But  that's  cl 
an  average.  Already,  the  ratel 
cities  like  Seattle  and  Los  Angi| 
is  a  hypercritical  2%.  When 
that  tight,  life  sometimes  taktl 
desperate  turn.  In  New  York, 
example,  half  the  town  seemsj 
have  a  vicious-landlord  story  to 
the  other  half.  Things  have  M 
since  progressed  past  the  pc| 
where  who  gets  the  apartment 
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issue  in  the  divorce:  "I  know  some  couples  now,"  says 
mgtime,  canny  observer  of  the  Manhattan  real  estate 
"who  still  live  together  strictly  to  have  a  place  to  live." 
urally,  rents  are  shooting  up.  But  not,  believe  it  or  not,  fast 
h.  Inflation  and  the  energy  crisis  hit  construction  with 
al  force.  The  cost  of  land  skyrockets.  Labor  costs  zoom, 
ally  for  the  strongly  unionized  heavy-construction  trades 
i  to  build  high-rises.  Interest  rates  soar  and  building  is 
illy  financed  with  as  much  more  than  80%  debt  as  the  bank 
t  you  get  away  with;  local  taxes  jump  so  local  governments 
;ep  up  with  the  spiral;  and  fuel  costs  do  to  apartments 
y  what  they  do  to  Detroit's  gas-guzzling  dinosaurs, 
average,  construction  costs  outrun  inflation  about  Wi- 
10%  inflation  means  15%  in  building  costs;  at  that  rate 
ouble  in  five  years.  So  costs  have  risen  faster  than  rents 
Lnce  inflation  got  seriously  under  way  in  the  late  Six- 
jecause  renters  tend  to  have  less  to  spend,  because  of 
Dntrol  in  some  areas  and  because  a  sizable  part  of  the 
stock  is  in  the  hands  of  "moms  and  pops"  who  can  be 
;d  with  enough  rent  to  make  ends  meet, 
result  is  that  in  most  places  outside  the  South,  where 
of  these  costs  remain  noticeably  lower  than  elsewhere, 
Dartment  construction  is  mostly  subsidized  housing  for 
>or  and  elderly  (some  250,000  units  a  year)  and  the 
Dnal  luxury  apartment  complex.  "The  cost  of  building  is 
t,"  says  Michael  Sumichrast  dourly,  "apartment  owners 
iccept  a  negative  cash  flow  for  the  first  several  years  at 
It  takes  that  long  for  double-digit  inflation  to  bail  out 
i  well-conceived  project  by  diminishing  the  relative 
:  of  its  high  initial  fixed  costs.  "The  only  investors  it 
sense  for,"  concludes  Sumichrast,  "is  the  consortium  of 
ilter  investors  who  need  the  writeoffs  badly  enough  to 
iing  to  pay  money  into  the  project  for  several  years,  and 
ell  it  out  for  the  capital  gain.  Anybody  else  would  be 
off  putting  his  money  in  a  passbook  savings  account." 
who  can  they  eventually  sell  to?  There  are  buyers.  One 
th  Barney  Real  Estate  Corp.,  the  real  estate  investment 
Smith  Barney  in  New  York.  "We  typically  buy  buildings 
e  two  to  seven  years  old,  in  the  suburbs  of  major  cities 
ew  York,  Washington  and  Atlanta,"  says  Vice  President 
n  Treadway,  "for  a  cash-on-cash  return  of  8%  to  10%. 
just  did  a  new  $29  million  offering,"  he  says  satisfiedly. 
id  to  give  back  $10  million.  We  were  oversubscribed." 
dway  finds  he  can  command  that  kind  of  return  mainly 
e  he  has  cash  in  a  money-tight  market.  But  why  are 
)rs  so  anxious  to  put  their  money  out  at  8%  to  10%? 
e  they  hope  to  sell  the  properties  a  few  years  later  for  a 
dtal  gain. 

Treadway,  "After  a  few  years  we  can  resell  to  a  condo- 
n  converter.  As  a  percentage  of  our  total  return,  resale 
;n  fabulous  for  us." 

mark  this  well:  It  is  the  prospect  of  condominium 
sion  that  makes  the  deal  attractive,  not  the  prospect  of 
\  ownership  of  rental  properties.  That  can  only  make  the 
on  worse  for  renters.  The  big  condo  explosion  in  Chica- 
rbes,  Nov.  13,  1978)  may  be  over  for  now,  but  it's  just 
;  under  way  everywhere  else.  Last  year  alone,  according 
ly  kept  by  Advance  Mortgage  Corp.,  a  Detroit-based  real 
lending  arm  of  Oppenheimer,  145,000  rental  units  were 
ted  into  condos — 2,000  in  Atlanta  (up  from  about  200 
ir  before),  2,500  in  and  around  Boston,  8,000  in  Denver 
ay  down  this  year,  reportedly  because  Denver's  hot 

is  busy  nosing  out  oil-shale  plays  these  days),  4,500  in 
t,  14,000  in  the  Los  Angeles  area,  a  depressed  (by  local 
lassies)  12,000  in  New  York  and  thousands  more  in 

like  Seattle,  Phoenix  and  Philadelphia.  There  were 
00  units  converted  in  Kansas  City,  which  is  about  as 
ay  from  the  two  trend-setting  coasts  as  you  can  get. 
s  15%  to  20%  of  these  units  will  eventually  return  to 
ital  market  because  they  were  bought  by  speculators 
;ed  to  cover  their  monthly  costs.  But  as  for  the  other 


if 
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Houston:  3237  LasPalmas,  2-flr,  2-bdrm,  $669  +  utils. 
This  apartment  is  near  River  Oaks,  the  exclusive  oil  mil- 
lionaires' preserve.  However,  most  units  are  found  over  in 
"Singles  City,"  along  Westheimer  Road  and  near  the  Gal- 
Verio.:  Most  Houston  renters  are  transients. 


Santa  Monica.-  1044  20th  St.,  2-flr,  2-bdrm,  $850  +  utils. 
Rent  control  or  threat  of  it  has  halted  construction  in  the 
Los  Angeles  area;  small  investors  are  fleeing  small  apart- 
ment buildings  and  buying  into  small  office  buildings  or 
shopping  centers.  Vacancy  rate:  about  2%. 
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Chicago:  405  N.  Wabash  Ave.,  2-bdrm,  $800  +  electric 
If  you  can  get  in.  Except  for  government-subsidized  hous- 
ing, almost  no  rental  construction  has  gone  up  in  Jive 
gears.  Meanwhile,  the  condo  craze  dried  up  the  supply  of 
good  apartments.  Vacancy  rate:  3.6%. 


115,000  or  so  apartments — they  are  probably  gone  fori 

This  year,  conversions  will  be  slow,  mostly  becaul 
average  end  buyer  needs  mortgage  money  to  buy.  Bu| 
year,  stand  back.  "There  are  12,000  to  15,000  units 
pipelines  in  Manhattan  alone,"  says'  Anthony  Rolfe  ofl 
berger-Rolfe  Realtors,  "which  were  waiting  for  the  firstl 
ter  mortgage  rates  to  come  down.  Now  the  conversion  ga| 
this  town  is  going  bananas." 

The  reason  is  simple:  Inflation  and  income-tax-bil 
creep  are  driving  Everyman  to  being  a  real  estate  spec  I 
and  a  seeker  after  tax  deductions.  In  a  marginal  35%  bracl 
almost  factory- worker  level  these  days — $1,000  in  dedu| 
monthly  charges  seems  equal  to  $650  in  nondeductible 
charges, p/us  the  buyer  gets  what  at  least  looks  like  a  leadl 
cinch  capital  gain  on  his  down  payment  and,  conscioul 
unconsciously,  he  is  willing  to  pay  quite  a  bit  for  that  pri\| 
His  purchase  is  also,  lest  we  forget,  living  quarters. 

So  an  apartment  is  worth  far  more  to  its  occupant  til 
could  ever  be  to  the  landlord.  It  is  not  uncommon  for  >  j 
building  to  fetch  twice  as  much  cash  over  its  mortgages  fl 
converter  as  from  another  landlord  or  a  Smith  Barneyl 
Estate.  In  the  heart  of  rent-controlled  Washington,  for  tl 
pie,  Washington  REIT  traded  one  ready-to-be-converted  ,1 
ment  building  for  two  office  buildings  last  year,  and  real 
times  cash  over  mortgages.  The  REIT's  president,  Frank  ll 
says  there  was  no  way  they  could  have  sold  to  another  lan| 
for  anything  near  that  return. 

Is  there  any  hope  for  rental  buildings?  Michael  Sumk| 
thinks  the  increasing  scarcity  of  rental  units  might  acceJ 
rent  increases  enough  so  that  by  1990  the  rate  of  apart| 
construction  may  rise  to  meet  the  existing  demand.  The 
is  that  the  rising  rents  required  to  stimulate  new  rentall 
struction  will  also  strengthen  the  demands  for  rent  cow 
Attacking  "greedy  landlords"  may  prove  even  more  profil 
politically  speaking  than  attacking  the  local  utility  compl 


ON  SOUTHERN  RAILWAY,  THIS  TRACTOR  LOADI 


"Guess  how  far  it  could  travel  on  a  truck'' 

L.  Stanley  Crane,  Chairman,  Southern  Railway  System,  Washington,  D.C.  20013 


The  railroad  is  the  most  efficient  user  of 
fuel  in  the  transportation  industry.  Bar  none. 
And  the  Southern  Railway  is  one  of  the  most 
efficient  railroads  in  the  country. 

For  instance,  on  the  Southern,  this  7,354-lb. 
tractor  loader  travels  61  miles  on  one  gallon 
of  fuel .  How  far  could  a  truck  carry  it  on  the 
same  amount  of  fuel?  Well,  the  railroad  is, 
on  average,  about  four  times  more  fuel- 
efficient  than  trucks  and  60  times  more 
efficient  than  planes.  So  it's  easy  to  see  that 
trucks  can't  carry  freight  anywhere  near  as 
far  as  railroads  can  per  gallon  of  fuel 


What  does  this  mean  for  the  future?  Well,  it 
means  that  trucks  will  be  used  less  and  less 
for  long  hauls. 

More  and  more  products  will  ride  on  the  £ 
Southern,  and  trucks  will  be  used  for  dis 
tribution  at  the  other  end  of  the  line. 
Because,  in  the  coming  years,  only  the 
railroad  will  have  the  energy-efficiency 
for  long  hauls. 

We  have  the  energy  for  the  long  haul. 

THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


politicians  hot  on  rent  control  aren't  the  only  chilling 
i  would-be  builders  of  rental  properties.  In  its  zeal  for 
irm,"  Congress  in  1976  cut  sharply  the  tax  "loopholes" 
ciation  and  other  benefits  available  to  owners  of  un- 
ed  apartment  buildings,  thus  worsening  the  tax  sys- 
t  against  rentals  and  toward  homeownership.  In  addi- 
ne  200  local  governments  have  enacted  or  seriously 
ed  rent  control,  to  limit  rises  in  rents  while  doing 
at  all  to  limit  the  faster  rises  in  costs.  Many  localities 
)  seek  to  limit  or  choke  off  altogether  the  conversion 
alve — all  to  "protect"  the  renter.  No  wonder  there  is  a 

of  people  willing  to  gamble  big  money  on  a  proposi- 
t  involves  lots  of  risk,  perhaps  two  years  of  building 
is  another  few  years  of  negative  cash  flow  before  a 

return  can  be  seen. 

a  the  renter — especially  the  working  stiff  who  makes 
:h  to  live  in  public  housing  but  not  enough  to  put 

a  fat  down  payment,  the  young  without  savings  and 
on  fixed  income — can  look  forward  to  a  decade  of 

in  the  neck.  Or  more. 

■vhile,  the  L.B.  Nelsons  of  the  world  have  moved  on  to 
ings. 

los!"  breathes  Les  Nelson,  whose  company  is  bigger 
r  now,  building  all  up  and  down  the  West  Coast — but 
gle-family  homes  and  condominiums.  "That's  where 
re  is,"  he  exclaims.  "The  big  need  now  is  for  giving 
sople  the  opportunity  to  buy  a  'starter'  property  and 
lilding  equity  for  a  better  house.  That's  the  only  way 
:>ple  are  going  to  be  able  to  own  a  home  in  the  future, 
tilding  'garden-apartment'  projects  with  studio  condos 
t  at  only  $35,000  to  $40,000."  Salesman  that  he  is,  he 
lakes  you  want  to  own  one. 

ere's  one  question  he  can't  answer:  What  happens  to 
ho  haven't  got  the  down  payment  or  the  credit  to  buy 
f  property?  ■ 


Washington,  DC:  3285 A  Sutton  PI.  NW,  2-flr,  2-bdrm,  $725  +  mils 
This  quiet  spot  is  ten  minutes  from  downtown,  where  "gen- 
trification"  is  gradually  pushing  poor  blacks  out  of  the  old 
Capitol  Hill  slums  and  away  from  the  traditional  14th 
Street  borderline.  Vacancy  rate:  3.3%. 


UfELS  61  MILES  ON  ONE  GALLON  OF  FUEL 


Why  would  anyone  tie  up  $26  million  in  the 
New  York  Mets?  You  gotta  believe  they're 
swinging  for  something  other  than  the  fences. 


Wait  'til  next  year 


By  Allan  Sloan 


You  look  for  a  shrewd  business 
angle  in  the  sale  of  the  New  York 
Mets  baseball  franchise.  Here  is 
Nelson  Doubleday,  scion  of  the  largest 
book  publisher  in  the  country;  George 
Scharffenberger,  CEO  of  City  Investing 
Corp.,  a  financially  sophisticated  con- 
glomerate operator;  and  Fred  Wilpon  of 
Sterling  Equities,  a  young  real  estate 
superpromoter.  These  fellows  were 
hardball  players  long  before  they  ever 
thought  of  owning  a  ball  club.  So,  you 
would  have  to  believe,  that  when  they 
shelled  out  a  record  $21.1  million  to  buy 
this  sagging  team  and  then  threw  in 
another  $5  million  for  working  capital, 
they  knew  something  that  other  observ- 
ers didn't  see. 

Well,  that  doesn't  seem  to  be  the  case. 
No  matter  how  you  look  at  the  numbers, 


it's  going  to  take  another  miracle  of  the 
sort  that  catapulted  the  National 
League's  foremost  losers  into  the  World 
Championship  in  1969  and  then  gave 
them  another  shot  at  the  title  in  1973, 
when  they  won  the  National  League  pen- 
nant and  made  the  Oakland  As  play  sev- 
en games  to  win. 

For  their  $26  million,  the  buyers — 
Doubleday  &  Co.  (88.5%),  City  Investing 
(6.5%),  and  Sterling  Equities  (5%) — got  a 
last-place  team  that  for  three  years  had 
been  the  laughingstook  of  New  York. 
Last  season,  playing  in  the  nation's  big- 
gest and  best  baseball  market,  it  drew 
only  789,000  fans — less  than  half  the  ma- 
jor ieague  average — at  its  69  home  dates. 

In  its  last  years  under  the  ownership  of 
the  Payson  family,  the  Mets  got  rid  of 
their  most  exciting  players,  and  did  ev- 
erything possible  to  hold  down  costs, 
including  passing  up  every  chance  to  buy 


wai 
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flashy  free  agents  that  were  bringil 
the  fans  at  other  ball  parks.  Despiu 
or  because  of  it,  the  team  took  a  hos 
a  loss  of  around  $3.5  million  preti 
revenues  of  $8  million — last  year,  a 
park,  New  York  City-owned  Shea 
urn,  was  falling  apart. 

Things  are  better  this  year.  The 
was  recently  playing  around  .50C 
and  attendance  may  reach  1 .2  milli< 
50%  from  last  year.  Despite  tha 
Mets  will  drop  at  least  $3  million  \ 
on  operations  this  year,  though  so 
that  will  be  recouped  through  tax  bi 
On  the  face  of  it,  owning  a  piece 
Mets — at  the  price  the  new  o 
paid — is  sheer  lunacy.  Not  only  hai 
owners  already  invested  $26  m 
with  no  prospect  of  an  early  return 
they  will  probably  have  to  pour  in 
millions  before  the  team  begins  to  fl 
ate  a  profit.  The  owners  have  mad 
ritualistic  vows  to  spend  enough  n 
to  buy  players  to  make  the  team  ' 
petitive" — marketing  talk  meanin 
team  won't  disgrace  the  owners 
stink  up  the  joint. 

But  even  if  the  Mets  begin  to 
well,  which  is  possible,  there's  no 
ey — at  least  no  real  money,  compai 
the  size  of  the  owners'  investmen 
be  made  at  the  gate.  If  the  Mets  we 
miraculously  begin  drawing  2.5  m] 
people  a  year,  something  they  ha 
done  since  their  phenomenal  Am 
Mets  days  of  the  late  1960s  and 
1970s,  they  would  be  generating  a  n 
of  about  12%  pretax  on  a  $26  m:  i^o 
investment,  plus  a  six-year  tax  be 
(depreciation  of  player  contracts)  1 
another  6.5%  pretax. 

This  is  where  marketing,  the 
buzzword  around  Mets  headquaw. 


The  Mets  playing  at  Shea  Stadium,  with  a  lot  of  empty  seats 
The  magic  may  be  back,  but  a  lot  of  the  fans  a  rent. 


46 


FORBES,  AUGUST  4, 


in.  The  idea,  according  to  Mets 
snt  Fred  Wilpon,  isn't  to  turn  a 
m  attendance,  though  that  would 
e.  The  idea  is  to  spend  enough 
t  on  marketing  and  cosmetic 
;s  to  generate  excitement  so  that 
lue  of  the  Mets'  local  television 
will  soar  when  they  come  up  for 
ter  the  1981  season  ends. 

Mets  now  have  a  profit-sharing 
sment  with  WOR-TV  that  will 
:e  about  $1  million  this  season, 
inkees,  who  were  lucky  enough  to 
hree  stations  competing  for  their 
are  in  the  first  year  of  a  five-year 
:t  with  WPIX-TV  that  brings  in  an 
I  of  $5  million  a  year.  As  they  used 
when  the  Dodgers  and  Fred  Wil- 
)th  lived  in  Brooklyn  during  the 

wait  'til  next  year.  "This  is  a 
workout  situation,"  says  the  tele- 


Ipon,  Mets  president 
ig  on  the  workout. 

Wilpon,  who  hopes  the  promi- 
le  gets  in  his  Mets  role  will  help 
ew  deals  to  his  Sterling  Equities, 
lwhile,  life  isn't  bad.  Wilpon  har- 
Ireams  of  a  professional  baseball 
lntil  he  tore  up  his  arm  during  his 
lore  year  at  the  University  of 
an.  So  now  he  gets  a  little  closer 
fantasy.  Wilpon,  who  claims  he's 
distressed  real  estate  properties 
with  paint  and  smart  marketing, 
g  the  same  type  of  cosmetics  with 
ts.  He  commissioned  a  $400,000 
lagic  Is  Back"  ad  campaign  that's 
ts  posters  all  over  the  city's  sub- 
ie's  promoting  individual  players 
people  will  want  to  see  them  play, 
/en  leaning  on  the  ushers  to  make 
p-grubbing  less  flagrant.  And  he  is 
about  "unified  graphics"  and  a 
niform  of  slacks  and  blazer  for  the 
to  wear  while  they're  traveling, 
on  had  a  fabulous  stroke  of  luck  a 
>nths  ago  when  the  ad  campaign 
unched.  The  irrepressible  Jerry 
3emina,  whose  ad  agency  Delia 
,  Travisano  &  Partners  has  the 
t,  was  quoted  as  saying,  among 
lings,  that  the  difference  between 
ikees  and  the  Mets  is  that  you  can 
Shea  Stadium  without  being 
I.  Baseball  Commissioner  Bowie 
ined  the  Mets  $5,000  for  the  re- 


mark. It  was  the  best  advertising  the 
team  could  have  had.  The  fine  was  so 
bizarre  that  the  Mets  became  a  national 
news  item,  and  "The  Magic  Is  Back"  got 
national  distribution  at  no  cost.  "We 
couldn't  have  bought  that  publicity  for 
$100,000,"  gloats  Delia  Femina. 

City  Investing,  a  silent  partner,  claims 
the  Mets  aren't  an  investment — they're 
a  PR  item.  Says  Steve  O'Neil,  vice  chair- 
man: "We  want  to  raise  our  profile  in 
New  York,  to  remind  people  we're  a  New 
York  company,"  whatever  that  means. 

That  brings  us  to  Nelson  Doubleday, 


Big  hits,  fewer  errors 


It's  been  22  years  since  the  late  Walter 
O'Malley  packed  up  Brooklyn's  be- 
loved Bums  and  moved  west.  Even  so, 
from  3,000  miles  away  the  Dodgers 
still  make  their  would-be  replace- 
ment, the  Mets,  look  bad.  While  the 
Mets'  mediocre  management  has  gen- 
erally fielded  weak  teams  (excepting 
1969  and  1973)  and  drawn  embarrass- 
ingly thin  crowds,  the  fat,  sassy  Dodg- 
er management  has  been  mining  the 
mother  lode  of  baseball — Los  Angeles 
and  its  adoring  fans. 
Consider: 

•  The  Dodgers  hold  four  of  the  five 
major  league  season  attendance  rec- 
ords, setting  the  top  three  in  1978,  '77 
and  '79  respectively. 

•  The  Dodgers  are  the  only  team  in 
baseball  ever  to  break  the  3  million 
season  paid  attendance  mark — 3.3 
million  in  1978. ' 

•  The  Dodgers  draw  more  fans  on 
the  road  than  most  teams  do  at  home, 
more  than  2  million  in  each  of  the  last 
two  seasons. 

Why?  It's  simple.  First,  the  Dodgers 
field  contenders.  Only  Cincinnati,  Bal- 
timore and  Pittsburgh  have  better 
winning  percentages  during  the  last 
decade.  Second,  the  players  are  loyal  to 
the  Dodger  organization  and  to  their 
fans,  a  rarity  in  today's  peripatetic 
baseball  world  in  which  good  players 
have  more  stickers  on  their  suitcases 
than  Billy  Martin.  Six  of  the  eight 
Dodger  starters  this  year  have  played 
for  no  other  pro  organization  but  the 
Dodgers.  Third,  tickets  are  cheap. 
They've  gone  up  only  a  dollar  since 
1958,  remaining  well  below  those  of 
most  other  teams.  The  Dodgers'  aver- 
age price  this  year  is  $3.75,  compared 
to  the  Mets'  $4.93  and  the  Yankees' 
$5.85.  Fourth,  the  weather  is  great  in 
season  (only  ten  postponed  games 
since  Chavez  Ravine  ball  park  opened 
in  1962).  Last,  the  hot  dogs  are  tasty 
and  inexpensive  (80  cents  for  a  foot- 
long)  and  the  stadium  is  squeaky  clean. 
No  gimmicks — just  a  big  bang  for  the 
fan's  buck.— John  Merwin 


Mets  chairman,  chairman  of  highly  prof- 
itable (1979  figures:  $18  million  in  earn- 
ings on  $367  million  on  sales)  Double- 
day  &  Co.  and  great,  great  nephew  of 
Abner  Doubleday,  putative  inventor  of 
the  Great  American  pastime.  Nelson 
Doubleday  personally  owns  11%  of  the 
New  York  Islanders  hockey  team.  A 
company  subsidiary,  Doubleday  Sports 
Inc.,  owns  the  Mets  (with  City  Invest- 
ing and  Sterling  Equities  holding  pieces 
of  the  subsidiary). 

Doubleday  says  his  privately  held  book 
company  can  carry  the  Mets  because 
there  are  no  public  stockholders  to 
scream  about  the  effect  of  the  Mets'  bot- 
tom line  on  profits.  "We  can  afford  to 
hold  on,  and  other  guys  (who  are  publicly 
held]  can't,"  he  says. 

The  way  Doubleday  sees  it,  one  of  the 
Mets'  main  problems  is  the  sorry  state  of 


Nelson  Doubleday,  Mets  chairman 
Playing  hardball— and.  owning  it. 

Shea  Stadium,  which  the  City  of  New 
York  is  renovating  despite  its  endless 
financial  crisis.  Things  are  so  bad,  Dou- 
bleday says,  that  beer  in  the  Shea  conces- 
sion storeroom  is  leaking  into  the  Mets' 
executive  offices.  "If  you  want  water, 
you  go  to  the  second-floor  leak,"  Double- 
day  says.  "If  you  want  beer,  you  go  to  the 
third  floor." 

Needless  to  say,  the  Mets  will  have  the 
usual  promotions — jacket  days,  bat  days 
and  things  like  that.  But  Doubleday, 
laughing,  says  that  he  has  an  idea  for  an 
even  better  one,  which  can  be  used  to 
determine  whether  or  not  his  great,  great 
uncle  did  actually  invent  baseball.  "All 
the  people  who  think  he  did  can  sit  along 
the  right  field  line,  and  the  ones  who 
think  he  didn't  can  sit  along  the  left  field 
line,"  he  quips,  "and  they  can  chuck 
tomatoes  at  each  other." 

Clearly,  the  real  reason  Doubleday, 
Scharffenberger  and  Wilpon  want  the 
team  is  the  same  reason  so  many  corpo- 
rate types  have  been  buying  franchises 
for  just  about  every  professional  sport 
anybody  has  tried  to  promote,  even  la- 
crosse. It's  the  manly  swagger  into  the 
owners'  box  and  the  macho  smell  of  the 
locker  room.  And  as  long  as  there  are 
men  with  corporate  and  tax  money  to 
invest,  there  will  be  investments  in  mar- 
ginal ball  clubs.  ■ 
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The  second  generation  of  Devereux  couldn't 
be  bothered  running  Oneita  Knitting  Mills. 
But  the  third  generation  turned  it  into  one  of 
the  most  profitable  apparel  firms  around. 

The  generation 
syndrome 


The  Up-And-Comers 


Oneita's  Robert  Devereux 

Making  a  fortune  by  going  long — in  underwear. 
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mtly.  Business  worried  him  so  much 
ad  migraine  headaches." 
icle  Ramsay  may  have  had  an  ach- 
lead,  but  he  compensated  for  it  with 
lging  pocket.  He  bled  the  company 

huge  dividends.  In  1934,  in  the 
hs  of  the  Depression,  Oneita  was 
mate  enough  to  make  a  profit.  Yet, 
79,000  in  earnings,  Uncle  Ramsay 
out  $194,000  in  dividends.  The  firm 
ted  earnings  dramatically  by  capital- 
;  every  nail — and  then  paid  divi- 
Is  out  of  assets.  Mrs.  D.:  "They  liked 
/e  good  in  that  generation." 
hen  Devereux  joined  the  company 
:ime  in  1945,  it  was  a  shambles.  The 

was  then  based  in  Utica,  N.Y., 
:h  had  been  the  center  of  the  textile 
stry  in  the  U.S.  at  one  time.  But  by 
:nd  of  World  War  II  the  unions,  high 
:s  and  high  taxes  had  driven  most  of 
;ompanies  south.  Devereux  was  re- 
in t  to  move.  After  all,  the  firm  had 

there  71  years  and  Devereux  had 
rn  up  in  Utica.  Finally  he  was  driven 
ove  by  rampant  pilferage, 
r.  D.:  "I  noticed  a  whole  bunch  of 
ms  being  bought  in  a  certain  depart- 
t,  so  I  came  down  there  one  night 
I  found  a  man  taking  brooms  and 
wing  them  out  a  window." 
rs.  D.:  "And  light  bulbs,  too." 
r.  D.:  "People  were  using  us  for  lum- 

0  build  their  own  homes  and  people 
tapped  into  our  electrical  system  to 
he  homes.  So,  I  shut  it  down  and  we 
ed  to  Andrews,  S.C." 

idrews  was  a  sleepy  little  town  bor- 
lg  the  tiny  Black  River.  "Those  were 
ably  the  worst  years  of  my  life,  get- 
people  trained  in  picking  tobacco 
:otton  to  run  the  sewing  machines." 
rs.  D.:  "It  was  a  bankrupt  town, 
e  were  only  two  cash  customers  that 
the  bank  alive  in  the  1930s:  Bernard 
ch  and  Hazel's  Whorehouse." 
i,e  first  four  years  in  Andrews,  Dev- 
k  lost  a  total  of  about  $2  million,  the 
t  loss  Oneita  had  ever  suffered, 
how  did  Devereux  turn  this  strug- 
;,  near-bankrupt  firm  into  a  money 
line?  Well,  he  knew  he  had  inherit- 
ne  valuable  asset  from  the  previous 
ration:  the  Sears  connection.  Oneita 
;ars'  oldest  surviving  supplier.  So 
ireux  could  rely  on  a  steady  stream 
les,  even  through  the  hard  times,  as 
as  Oneita  could  provide  the  goods, 
t  Devereux  was  also  smart  enough 
iderstand  the  dangers  of  such  a  lucra- 
contact.  Some  day  the  market  might 
away  from  Sears.  So  he  went  after 
r  markets  with  a  vengeance.  He  fig- 
Oneita  was  a  small  enough  factor 
Sears  would  allow  him  to  get  away 
it.  Today,  although  30%  of  Oneita's 

1  still  come  from  Sears,  the  company 
>o  a  supplier  for  K  mart,  J.C.  Penney 
Montgomery  Ward.  This  provides 
tional  protection  in  case  any  one  of 
l  suffers  a  slump. 
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There's  another  benefit  of  marketing 
through  just  four  major  retailers:  Unlike 
competing  Union  Underwear,  a  division 
of  Northwest  Industries  which  makes 
Fruit  of  the  Loom,  Oneita  hasn't  had  to 
spend  anything  on  advertising  to  support  a 
brand  name.  The  Sears  or  Penney  private- 
label  brand  was  enough.  Nor  did  Oneita 
have  to  field  a  costly  sales  force.  Each  of  its 
four  big  retail  outlets,  in  effect,  provided 
nationwide  distribution  from  just  one 
sales  call.  Today  the  four  retailers  generate 
an  estimated  37%  of  the  sales  in  the  entire 
underwear  industry  on  their  private-label 
products.  Oneita  still  has  only  about  16% 
of  that — or  6%  of  the  total  market.  That 
leaves  lots  of  room  for  growth,  without 
expensive  ad  campaigns. 

The  key  to  selling  more  goods  to 
those  retailers  is  in  keeping  the 
wholesale  price  low  on  a  consis- 
tently reliable  product.  Here  Devereux 
excels,  especially  with  his  own  raw  ma- 
terial costs  .  "The  trick  is  knowing  when 
to  buy  yarn — that's  our  commodity,"  he 
says.  "Up  until  recently,  we've  had  to  set 
our  prices  for  a  full  year  ahead.  With 
inflation  today,  we've  cut  that  back  to 
six  months.  But  if  you  go  out  for  six 
months'  commitment  of  underwear  for 
someone  at  $2.99  a  T-shirt,  you'd  better 
have  your  commodity  costs  covered." 

Devereux  spares  no  effort  in  this  re- 
gard. "In  1971,"  he  recalls,  "I  heard  that 
there  was  a  good,  inexpensive  yarn  to  be 
had  in  Portugal — the  government  there 
wanted  to  export  it.  So,  I  spent  a  month 
going  through  every  yam  mill  in  Portugal 
and  had  the  stuff  shipped  over  here  at  a 
savings  to  us  of  about  20%  over  U.S. 
prices.  I  think  we  were  the  first  U.S.  firm 
to  buy  yarn  in  Portugal." 

Unfortunately,  this  kind  of  horse  trad- 
ing is  getting  more  difficult  all  the  time. 
The  yarn  industry  has  had  a  shakeout  in 
the  last  decade  and  the  number  of  suppli- 
ers has  been  cut  in  half,  to  about  25.  That 
makes  it  trickier  to  play  one  firm  against 
the  other  for  good  deals — a  vital  trick  in 
the  yarn-buying  business. 

But  low  raw  material  costs  aren't  the 
only  key  to  Devereux'  low-cost  oper- 
ation. Now  he  can  pour  money  back  into 
his  plants.  "Until  last  year,  we  were  op- 
erating some  machines  that  my  grandfa- 
ther bought,"  he  says,  "but  we've  re- 
placed them  all  with  new  high-speed  ma- 
chines which  cost  us  a  good  $4  million  in 
the  last  three  years.  They  cut  down  our 
defects  from  about  8%  to  about  2%." 

In  order  to  put  that  kind  of  money 
back  into  the  plant,  Devereux  has  kept 
the  dividends — most  of  which,  of  course, 
are  paid  to  him — lean.  Last  year  the  firm 
paid  60  cents  a  share  on  $6.86  of  earn- 
ings. That's  $40,000  less  in  dividends 
than  Uncle  Ramsay  paid  out  in  1934, 
when  the  firm  was  7%  as  large. 

Of  course,  the  low  dividends  don't  pre- 
vent the  Devereux  from  living  quite 
nicely,  thank  you.  For  travel,  there's  a 


Own  a  bottle. 

It's  worth  the 
price  to  have  at  least  one 
thing  in  your  life  that's 
absolutely  perfect. 
Tanqueray  Gin,  a  singula 
experience. 


PRONOUNCE  IT  "TANKER-RAY"  DISTILLED  &  BOTTLE 
IN  LONDON,  100%  NEUTRAL  SPIRITS  94  6  PROOF 
IMPORTED  BY  SOMERSET  IMPORTERS  LTD  .  NY. 


private  jet  leased  to  Oneita.  When  in 
New  York — every  other  week  or  so — 
they  have  a  sumptuous  apartment  above 
the  company-owned  sales  offices,  m  An- 
drews,  there's  a  tiny  apartment  to  sup- 
plement the  exclusive  condominium  in 
nearby  Litchfield.  But  they  aren't  drain- 
ing the  firm  by  any  means.  For  Bob  Dcv- 
ereux,  a  ten-hour  day  is  routine. 

Devereux  gets  the  most  out  of  his 
workers,  too.  Although  they  are  largely 
unionized,  they  are  paid  piecework.  That 
means  that  Oneita  is  really  getting  the 
most  for  its  money.  If  a  sewing-machine 
operator  works  hard  enough,  she  can 
make  $8  an  hour — producing  maybe  3 
times  as  much  as  hourly  workers  getting 
the  same  money  elsewhere.  On  a  quick 
tour  of  Oneita's  sport-shirt  plant  you  see 
hundreds  of  women,  hands  flying,  never 
looking  up,  sewing  collar  after  collar 


without  a  moment's  pause. 

Devereux:  "I  think  I'd  go  crazy  if  I  had 
that  job." 

Mrs.  D.:  "Oh,  they  don't  mind  it." 

All  this — savings  on  raw  materials, 
much  money  reinvested  and  high  pro- 
ductivity— makes  for  greater  profitabil- 
ity. But  it  doesn't  really  help  growth.  So 
Devereux  has  started  to  diversify.  The 
firm's  doubling  in  size  since  1973  is  at- 
tributable primarily  to  its  sportswear 
lines.  "We. use  underwear  as  our  bread 
and  butter,"  says  Devereux,  "but  we've 
really  made  money  in  sportswear." 

Admittedly,  that  diversification  was  a 
long  time  coming.  Oneita  bought  a  plant 
in  Alabama  in  1962  as  an  initial  thrust 
into  sportswear,  but  for  about  ten  years  it 
was  more  like  a  feeble  jab.  Fortunately, 
the  underwear  division  kept  throwing  off 
cash,  which  enabled  Oneita  to  pay  its 


Oneita 's  Jan  Dei  <ereux 

Filling  in  the  history  her  husband  has  forgotten. 


bills  while  it  learned  from  its  mistaj 
In  1972,  however,  Devereux  bought 
two  designers,  put  them  in  the  sp<) 
wear  division,  and  it  clicked.  It  has  t 
a  rapidly  growing  moneymaker 
since,  accounting  for  some  60%  of  Q 
ta's  earnings  last  year. 

Some  of  Oneita's  spectac 
growth  may  not  last.  Last  j 
T-shirts  became  crucial  in  t« 
agers'  wardrobes,  largely  because  s 
screeners  decorated  them  with  whir 
cal  phrases  and  rock  stars'  faces.  De 
eux  resisted  the  temptation  to  put  in 
own  silk-screening  operation,  happ> 
accept  the  extra  business  without  ha\ 
to  put  up  any  additional  capital.  So  u 
shirt  sales  decline,  there  won't  be 
silk-screening  equipment  writeoffs. 

Devereux  has  also  ventured  cautioi 
into  the  baby-apparel  business.  Oner 
recently  launched  baby  business,  run 
Devereux'  28-year-old  daughter  Con 
(by  his  first  marriage),  currently  ger 
ates  just  5%  of  sales.  But  the  opporti 
ties  for  growth  are  enormous. 

Certainly  such  growth  areas  are  crui 
for  Oneita.  There's  a  huge  brick  wall 
the  way  of  its  underwear  base  cal 
Union  Underwear,  which  has  25%  of 
market  and  the  powerful  Fruit  nan! 
Since  Union  is  integrated  as  far  back 
producing  its  own  yarn,  a  price  war  is  l 
out  of  the  question. 

You  might  think  that  Union  would 
trying  to  buy  out  little  Oneita  every  we 
After  all,  Oneita  should  pay  back  its  c 
rent  market  value  in  just  two  years; 
earnings.  But,  beyond  the  tact  that  Dev 
eux  claims  he  wouldn't  sell,  Union  woi 
have  trouble  making  the  offer.  That  fi 
skirted  antitrust  problems  when  it  tc 
over  the  BVD  name  in  1976;  any  otl 
major  acquisitions  in  the  industry  mij 
bring  the  Justice  Department  in. 

With  solid  profits,  good  growth  an< 
recession-proof  base — people  buy  und 
wear  even  in  the  worst  of  times- 
would  seem  that  Oneita  has  no  pn 
lems.  That  third  generation  has  done 
job  well.  But  what  about  the  fourth  ge 
eration?  Devereux  will  be  65  in  eig 
years.  Well,  there's  his  daughter. 

Mr.  D.:  "I  don't  think  that  she  wai 
it,  do  you?" 
Mrs.  D.:  "Xdon't  think  she  wants  it. 
Will  Mrs.  Devereux  take  over?  Ail 
all,  she'll  be  44  in  eight  years.  Wh 
asked,  Mr.  Devereux  talks  about  f 
strong  second  layer  of  management.  B 
the  strongest  worker  in  the  second  lev 
is  probably  Mrs.  D. 

Bob  Devereux  doesn't  have  to  won 
of  course.  He  could  get  quite  a  bit  for  r. 
stock.  Quite  a  bit  more  than  the  S12.5C 
share  (2  times  earnings)  he  paid  to  buy 
12,000  shares  last  year.  He  admits  th 
he  has  "considered"  selling  some  of  h 
stock  "after  a  few  more  good  years 
Then  he  smiles  serenely. 

He's  got  reason  to.— Riclxircl  Greene 
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iding  comfort  for  five,  or  to  the  4000's 
himr^maneuverability,  enhanced  by 
power-assisted  rack  and  pinion  steering- 
standard  .with  automatic. 
"Since  typical  American  driving  involves 
constant  changes  of  speed,  it's  no  wonder 


many  consider  an  automatic  indispensable. 
But  for  merging  with  expressway  traffic  or 
climbing  hills,  acceleration  is  also  import- 


"Torque,  the  turning 
force  exerted  by  an. engine, 
is  critical  to  how  well  any  car  can  accelerate"' 
states  Dr.  Franz  Behles,  Project  Director  of 
the  neW  Audi  4000  automatic.  "But  when 
equipped  with  an  automatic,  torque 
becomes  doubly  important,  since 
the  performance  of  the  transmis- 
sion  itself  also  depends  on  it. 
By  increasing  the  number  of 
cylinders  to  rive,  we've 
matched  the 


ant.  Drive  this  new  Audi.  I  think  you'll  - 
agree  one  more  cylinder  makes  an  auto- 
matic that  not  only  meets  the  demands  of 
American  driving, but  gives  away  nothing, 
even  to  Audi  4000  standards." 
For  your  nearest  dealer,  call  toll-free:  (800) 
447-4700,  In  Illinois:  (  800)  322-4400. 


torque 

output  to  the  . 
inherently  greater  ^ — 
demands  of  an  automatic.  - 
Its  maximum  torque  is  raised  nearly  20% 
and  developed  at  a  mere  3,000  rpm" 

We  added  one  more 
cylinder  to  make 
an  automatic 4000 
that  measures  up 
to  Audi  standards. 

The  result  is  effortless  acceleration  com-  • 
parable  to  the  4-speed  version  of  the  2  or  4- 
door  Audi  4000.  This,  without  compromise 
to  the  space  efficiency  of  front-wheel  drive, 


The  fifth  piston  of  an 
automatic  Audi  4000, 
held  by  Project  Director 
Dr.  Franz  Behles. 


PORSCHE  +AUDI 

OTHING  EVEN  COMES  CLOSE 


America  is  a  magic  land  for  the  traveler. 
And  there's  no  better  way  to  see  it  than  close-up 
on  America's  number  one  transportation 
carrier—  Greyhound. 

Greyhound  buses  take  more  people  more 
places  in  this  great  land  than  anybody  else  on 
earth.  Or  in  the  sky:  Like  famous  Fisherman's 
Wharf,  cradled  in  the  romantic  city  of 
San  Francisco  and  known  the  world  over  for  its' 
waterfront  restaurants  and  delicious  seafood 


But  comfortable,  convenient  tran 
is  just  the  most  visible  part  of  Greyhoun<j| 
service  to  America. 

Greyhound  also  feeds  us  Our  Armjl 
Division  is  America's  number  one  prodii 
bacon  and  number  two  seller  of  hot  dogjl 
Greyhound  Food  Service  feeds  thousart 
Americans  daily  under  contracts  with  e 
from  the  players  on  the  Houston  Oilers 
workers  at  General  Motors. 


We're  as  basic  to  America  as  a 


hound  serves  our  personal  needs.  Our 
j  is  the  nation's  best-selling  deodorant 
a  leading  name  in  antiperspirants  and 
s,  while  our  Tone  has  become  one  of 
nopular  new  soaps  in  a  decade. 
Greyhound  serves  our  corporate 
i  a  leader  in  both  capital  equipment 
Duter  leasing,  Greyhound  leases 
3  from  trains  to  the  railroads  to  jumbo 
airlines. 

ation. 


Plus,  Greyhound  rents  cars,  writes 
insurance,  fuels  aircraft,  builds  display  booths 
and  generally  does  everything  from  hosting 
Las  Vegas  conventions  to  spinning  the  yarn 
for  Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus  company" 
anymore;  it's  "the  omnibus  company"  — 
a  $5  billion,  diversified  corporation  serving 
America  in  a  hundred  basic  ways. 

Greyhound  Corporation  The  omnibus  company. 

■ 


Palmer  and  Rolex.  Masters  of  style. 


There's  that  magic 
moment  in  the  quiet 
hush,  the  dimpled  ball 
poised  proudly  on  its 
tee.  Then  a  sudden  blur 
of  concentrated  force 
cracks  and  the  streak  of 
white  arcs  downcourse, 
lofts  long  and  straight, 
bounces  once,  twice, 
and  rolls  to  a  precision 
stop.  Then  there's  the 
famous  grin,  the  squint, 
the  cant  of  the  head . . . 
no  one  else  plays  the 
game  quite  like  Arnold 
Palmer. 

It's  more  than  the 
multiple  championships 
in  the  Masters,  the 
U.S.  Open,  the  British 
Open,  the  Ryder  Cups  or  the  Player  of 
the  Year  awards.  It's  more  than  the 
private  jets,  the  lucrative  entrepreneurial 
ventures  and  the  television  commentary. 


It's  style.  The  Palmer 
style.  The  no-less- 
than-heroic  play.  No 
single  person  has 
done  more  to  move 
golf  from  the  elite  to 
the  masses.  Arnie's 
Army  is  no  misnomer. 
His  fans  are  legion  and 
he  is  legend;  he's  rein- 
forced his  reputation 
every  step  of  the  way. 

Like  the  Rolex  he 
wears. . .  a  testament 
to  style,  to  endurance, 
to  timeless  value.  A 
statement  of  true 
craftsmanship.  Hand- 
made step  by  step  from 
a  solid  block  of  gold 
or  stainless  steel,  there 
will  never  be  another  watch  remotely 
like  a  Rolex.  And  Mr.  Palmer? 
We're  certain  he's  equally  secure. 

ROLEX 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  109P,  Rolex  Building.  665  Fifth  Avenue,  New  York,  NY  10022. 
World  headquarters  in  Geneva.  Other  offices  in  Toronto  and  major  cities  around  the  world. 


e  are  political  refugees  and  there 
icial  refugees.  Financial  refugees? 

A  fresh 
start  in 
America? 


are 


By  Maurice  Barn  fat  her 


i#  machine  kingjohn  Bloom  relaxes  in  Majorca 
of  his  favorite  places:  the  U.S.  


A few  months  ago  the  Securities  & 
Exchange  Commission  asked 
London's  police  about  judah  Bin- 
stock.  Like  most  Americans  the  SEC 
knew  little  of  him  but  it  had  its  suspi- 
cions It  soon  found  that  Binstock  faces 
arrest  in  Britain  for  his  alleged  part  in  a 
$15.3  million  currency  swindle.  Binstock 
is  but  the  latest  in  a  long  line  of  shadowy 
European  businessmen  who,  when  leav- 
ing home  in  a  hurry,  head  not  for  South 
America,  but  for  the  U.S. 

To  come  here  they  need  a  "substantial 
amount  of  capital,"  say,  $100,000.  That's 
the  law.  The  locals'  lack  of  knowledge 
about  European  roguery  does  the  rest. 
These  men  arc  clever  and  credible, 
which  is  how  they  first  made  money. 
And  when  their  companies  collapse,  as 
many  did  during  Britain's  early-Seven- 
ties financial  crisis,  they  invariably  walk 
away  with  wallets  bulging.  Their  stock- 
holders do  not. 

Once  here  these  people  quickly  set  up 
shop  again.  Americans  arc  still  im- 
pressed by  an  English  accent,  apparent 
wealth  and  formidable  European  con- 
tacts. Who  are  these  colorful  characters? 
Let's  start  with  Binstock. 

•  Judah  Eleazer  Binstock,  a  48-year-old 
lawyer-financier,  lives  in  Spain's  Mar- 
bella  (no  extradition  treaty  on  currency 
crimes)  and  has  the  use  of  a  Paris  flat,  a 
villa  in  Portugal  and  a  Miami  house.  He- 
quit  Britain  in  1968.  A  warrant  for  his 
arrest  covers  November  1974  to  May 

1975.  At  that  time  U.K.  residents  buying 
overseas  stock  had  to  pay  a  hefty  premi- 
um for  their  "investment  dollars,"  which 
was  returned  less  a  25%  exchequer  deduc- 
tion, when  they  sold.  But  some  financiers 
devised  schemes  to  get  this  premium 
without  paying  it  in  the  first  place.  Bin 
stock  allegedly  "repatriated"  $15.3  mil- 
lion, garnering  a  $4.7  million  premium. 
He  is  often  described  by  British  police- 
men as  a  "Godfather"  figure. 

So  what  is  he  doing  here?  A  U.S.  over- 
the-counter  stock,  Technology  Equity 
Corp.,  is  his  plaything.  Launched  in 

1976,  TE  failed  to  fly.  Neal  R.  Bruckman, 
whose  New  York-based  Trafalgar  Capital 
Corp.  is  a  kind  of  "corporate  doctor," 
bought  a  controlling  72%  from  the  origi- 
nal owners.  Last  year  37-year-old  Bruck- 
man, an  investment  banker  who  appears 
on  WWHT-TV's  program  Wall  Street  Per- 
spective, sold  out.  Miami  lawyer  Richard 
Friedman  represented  the  Binstock  in 
terests  and  Bruckman  had  no  knowledge 
of  Binstock.  At  the  contract-signing 
ceremony  in  Manhattan  was  Baroness 
(sic)  Isdell  von  August,  expensively 
dressed  and  just  off  the  Concorde  from 
Paris.  Oddly  enough,  she  spoke  with  an 
Australian  accent.  The  "Baroness" 
signed  the  contract  for  Binstock,  who 
prefers,  to  remain  in  the  background. 

TE  has  since  bought  restaurants  and 
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At  Crane 

we  believe  in  basics. 


That's  why  we're  versatile  in  valves. 

Very  little  moves  around  here  without  Crane.  At 
Marathon  Oils  Louisiana  refining  facility  our  valves 
help  to  control  the  flow  of  business  from  top  to 
bottom.  They  handle  the  toughest  jobs,  too — with 
temperatures  running  to  1100  degrees  F 

Since  1857,  Crane  has  been  a  dominant  force  in 
making  valves.  Today's  output  includes  everything 
from  mass-produced  quarter-inchers  to  giants  of  5 
tons  and  larger. 

But  being  the  manufacturer  of  the  world's 
broadest  line  of  valves  is  just  one  of  our  tasks.  Crane 
is  into  a  lot  of  other  basics  as  well.  We're  strong  in 
steel.  Big  in  cement — and  building  products  and 
aircraft  and  aerospace  systems,  and  fluid  and  pollu- 
tion control  equipment. 

Basic  products  for  basic  industries.  That's  what 
Crane  is  all  about 

Crane  Co.,  300  Park  Avenue,  New  York,  NY  10022 


CRANE 


leques  on  Portugal's  Algarvc  coast 
:ains  an  over-the-counter  listing. 
>  a  man  like  Binstock  doing  with  a 
er-the-counter  U.S.  stock:  That's 
ie  SEC  would  like  to  know, 
ivid  Rowland,  a  short,  rotund,  be-. 
:led  young  man,  luxuriates  on 
ork's  Park  Avenue.  His  U.S.  inter- 
in  fuel  oil  in  the  Sunbelt  to  proper- 
le  East.  Currently  he  accuses  Dic- 
e  of  fraud  in  the  1972  sale  of  an 
urniture  company  to  Rowland's 
ns  Hudson,  a  British  fuel  and 
irt  group.  Rowland  wants  $28  mil- 
e  says  they  sold  him  a  pup  instead 
Great  Dane  he  thought  he  was 


buying.  Dictaphone  denies  the  charges 
and  is  countersuing.  But  Dictaphone's 
management  should  have  known  better 
than  to  tango  with  Rowland. 

In  1968  Rowland  became  a  millionaire 
at  the  age  of  23  when  he  brought  Ford- 
ham  Investment  public  in  London.  Two 
years  later  he  took  his  money  and  ran, 
selling  control  secretly  for  $6.5  million. 
He  was  chastised  by  the  City  of  Lon- 
don's elders  for  selling  without  inform- 
ing the  other  shareholders.  Rowland  set 
up  shop  in  Paris,  moved  his  money  to  the 
tax  shelter  of  the  Bahamas  and  returned 
(though  physically  remaining  offshore)  in 
1971  with  a  bitterly  fought  $19.3  million 


s  Hudson  's  David  Rowland 

i  disapproves;  Boston  doesnt. 


Fanner  banker  Join  Whyte 
The  new  game  is  U.S.  coal. 


London  financier  Gerald  Caplan 
ig  to  hang  on  in  Bel-Air. 


bid  for  Williams  Hudson.  He  gained  con- 
trol and,  six  years  later,  having  many 
times  angered  minority  shareholders 
with  his  maneuvering,  successfully  bid 
for  the  rest  at  a  lowly  58  cents  a  share 
compared  with  a  peak  of  over  $4.60.  In 
1976  Venesta  International,  a  timber  and 
packaging  group  47%  owned  by  Hudson, 
went  bankrupt  owing  $48  million. 

To  add  to  that,  Rowland,  who  owns  a 
casino  in  London,  has  repeatedly  been 
denied  licenses  for  further  casinos.  Yet 
the  First  National  Bank  of  Boston  pro- 
vides lines  of  finance  for  Rowland. 

•  Christopher  Selmes  also  has  a  home 
on  Park  Avenue  and,  like  Rowland,  is  in 
his  mid-30s.  Selmes,  tall  and  painfully 
thin,  is  trying  to  build  an  investment 
advisory  business.  Yet  only  last  year  Brit- 
ain's Department  of  Trade  reported 
Selmes'  involvement  in  some  question- 
able dealings  in  the  early  Seventies.  The 
department's  allegations  include:  brib- 
ery; withholding  information;  using 
shareholders'  funds  for  private  purposes; 
directors  acting  in  their  own  rather  than 
shareholders'  interests;  breaching  the 
takeover  code  and  companies  acts;  irre- 
sponsibility and  deplorable  conduct.  One 
Selmes  company  went  bust  owing  $40 
million.  Britain's  Director  of  Public  Pros- 
ecution took  no  action,  which  is  not 
unusual  for  a  case  four  years  old  whose 
key  figure  is  abroad. 

•  John  Bloom,  now  48,  whose  once 
highly  successful  Rolls  Razor  washing 
machine  group  sank  in  the  1960s,  has 
also  been  working  in  the  U.S.  Last  year 
Bloom  was  charged  in  New  York  in  an 
alleged  international  film-piracy  racket. 
The  piracy  ring  supposedly  operated  in 
California,  London  and  the  Middle  East. 

•  Tom  Whyte,  53,  a  Hungarian  native, 
built  Britain's  Triumph  Investment 
Trust  during  the  freewheeling  late  Six- 
ties and  early  Seventies.  It  went  spectac- 
ularly wrong  during  the  1974-75  financial 
crisis.  Now  Whyte  is  in  the  U.S.  coal- 
mining business.  Or  rather,  he  has  been 
selling  rights  for  coal  mining,  a  useful  tax 
shelter  for  people  with  high  incomes. 

•  Gerald  Caplan,  once  chairman  of 
London  &  County  Securities,  presently 
faces  extradition  from  the  U.S.  to  Britain 
on  charges  of  stealing  $5.6  million  from 
his  crashed  company,  whose  failure  was 
the  harbinger  of  the  great  1974-75  finan- 
cial crisis.  Caplan  denies  all  and  is  fight- 
ing to  stay  in  Los  Angeles'  posh  suburb  of 
Bel-Air.  A  British  government  report 
said  of  him:  "He  had  less  regard  for  the 
truth  and  a  lower  standard  of  integrity 
than  is  reasonably  to  be  demanded  of  the 
chairman  and  managing  director  of  a 
public  company." 

Funny,  isn't  it,  how  many  otherwise 
sensible  people  will  entrust  big  money  to 
promoters  who  have  little  to  recommend 
them  but  a  smart  Line  of  patter,  a  fair 
amount  of  charm  and  an  ability  to  im- 
press headwaiters.  ■ 
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multimillion-dollar  class-action-type  lawsuit  may  just  be  the 
lest  thing  that  has  ever  happened  to  the  U.S.  legal  profession. 


Getting  into  those 
deep  pockets 


By  Howard  Rudnitsky 
with  Jeff  Blyskal 

st  summer,  in  an  out-of-court 
rttlement,  $218  million  in  dam- 
;es  was  awarded  to  30,000  cus- 
of  a  group  of  folding-box  manu- 
•s  accused  of  fixing  prices.  The 
ent  came  after  several  years  of 
>n.  For  the  customers,  the  average 
vas  $6,790,  hardly  a  large  sum  to 
nee  more  than  a  few  were  multi- 
-dollar  businesses.  But  for  the 
representing  the  customers  it 
ifferent  matter.  The  50  law  firms 
d  split  $13  million  in  legal  fees, 
ie  most  active  firms  in  the  case 
in  a  cool  million  each, 
a  few  months  before  the  folding- 
decision,  part  of  another  price- 
ase  was  settled  by  33  of  36  corru- 
dx  makers.  (The  other  three  de- 
companies  have  chosen  to  try 
ick  in  court.)  This  one  was  for 
ore:  $310  million.  Some  62  law 
re  expected  to  ask  the  courts  to 
them  $25  million  for  their  ser- 
i  this  case  billed  at  an  estimated 
$235  an  hour  for  2'/2  years  of 
f  the  court  agrees,  each  of  the 
tive  law  firms  involved  could  get 
lan  $1.5  million.  The  average  in- 
ass  member  might  get  $1,425. 
jntingency  fees  are  nothing  new 
U.S.,  but  they  traditionally  in- 
personal-injury  suits  and  often  a 
of  people.  The  rise  of  consumer- 
increasing  awareness  of  inves- 
idits  vis-a-vis  management  and 
big-business  trend  in  the  country 
s  contributed  to  an  increase  in 
tion  and  mass-disaster  suits 
against  big  corporations.  An- 
;velopment,  used  where  court  rul- 
legislation  have  made  class-ac- 
ficult,  is  to  have  lots  of  plaintiffs 
rly  identical  suits  as  individuals, 
•n  try  to  settle  out  of  court  en 
All  this  has  been  a  bonanza  for 
.  In  these  "wholesale"  suits,  in- 


stead of  one  or  two  lawyers  representing 
a  few  clients,  several  firms  may  repre- 
sent fifty,  a  hundred — perhaps  thou- 
sands— with  potential  fees  and  damages 
mounting  accordingly.  True,  those  big 
fees  aren't  all  profit.  But  there's  a  lot 
of  gravy. 

Even  government  is  not  immune  from 
such  suits.  A  federal  judge  in  March 
awarded  more  than  $2.2  million  in  fees 
to  the  Center  for  Law  in  the  Public  Inter- 


The  Corrugated  Containers  Case 


In  1978  some  62  law  firms  brought  a 
class-action  antitrust  suit  in  Houston  on 
behalf  of  200,000  class  members  against 
more  than  36  forest  products  companies 
for  allegedly  fixing  corrugated  container 
prices  over  a  period  of  years,  resulting  in 
an  estimated  $2  billion  in  damages.  Pri- 
vate attorneys  got  busy  after  the  U.S. 
government  lodged  criminal  indict- 
ments against  the  companies.  Most 
pleaded  "no  contest,"  but  two  defen- 
dants who  pleaded  "not  guilty"  were  ac- 
quitted of  the  criminal  charges,  which 
are  harder  to  prove  than  civil  charges. 
The  civil  case,  however,  resulted  in  the 
largest  out-of-court  settlement  ever  in  a 
class-action  suit. 


Total  award: 

$310  million  to  date 
Estimated  plaintiff  lawyer  fees: 

$25  million 
Estimated  out-of-pocket  costs: 

$5  million 
Estimated  average  fee 
per  major  firm: 

$1.5  million 
Estimated  average  hourly 
legal  fee: 
$235 

Estimated  average  award 
per  class  member: 
$1,425  to  date 


est  in  Los  Angeles.  It  followed  settle- 
ment of  a  successful  eight-year  class  ac- 
tion battle  to  make  a  17-mile  freeway 
across  the  city's  south  side  comply  with 
government  regulations.  These  guard- 
ians of  the  public  interest  represented 
the  residents  in  the  freeway's  path.  The 
Court  ruled  for  a  scaled-down  freeway, 
and  also  decided  that  the  California  De- 
partment of  Transportation  would  have 
to  pay  the  law  firm's  fees.  So  California 
is  asking  the  federal  government  to  reim- 
burse 92%  of  what  it  must  pay.  Who 
pays  in  the  end?  The  federal  taxpayer. 

At  its  usual  hourly  fee,  the  public  inter- 
est law  firm  would  have  received  only 
$630,000.  However,  the  judge  applied  a 
multiplier  of  3'/2  times,  reflecting,  he 
said,  "the  contingent  nature  of  the  case 
and  the  quality  of  counsel's  work."  He 
also  said  it  represented  the  delay  in  re- 
ceiving fees  and  "the  impact  of  infla- 
tion." California's  transportation  depart- 
ment attorney  is  protesting  the  size  of 
the  fee  and  the  ruling  is  under  appeal. 

In  most  of  these  cases,  of  course,  the 
plaintiffs  did  get  something.  But  in  per- 
haps the  prize  class-action  suit  of  all,  the 
plaintiffs  got  next  to  nothing.  About  sev- 
en years  ago  an  enterprising  Chicago 
lawyer  named  Michael  Sklar  and  two  law 
firms  began  a  suit  against  Detroit  Edison 
on  behalf  of  a  druggist  and  all  other  sell 
ers  of  light  bulbs  in  southeastern  Michi- 
gan. For  years,  some  electrical  utilities 
gave  away  light  bulbs  to  customers, 
building  the  costs  into  their  rate  bases. 
Sklar's  firm,  Fohrman,  Lurie,  Holstein, 
Sklar  &  Cottle,  claimed  this  was  in  viola- 
tion of  antitrust  laws  because  it  took 
business  away  from  retail  bulb  sellers. 
The  case  went  all  the  way  to  the  Su- 
preme Court  and  ultimately  Detroit  Edi- 
son was  enjoined  from  continuing  the 
giveaway  program.  Thousands  of  Detroit 
Edison  customers  lost  their  "free"  light 
bulbs.  Druggists  and  other  retailers  got  to 
sell  bulbs.  But  the  three  law  firms  de- 
manded $1.5  million  in  fees,  and  after 
nearly  two  years  of  legal  sparring  the 
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multimillion-dollar  class-action-type  lawsuit  may  just  be  the 
test  thing  that  has  ever  happened  to  the  U.S.  legal  profession. 


Getting  into  those 
deep  pockets 


By  Howard  Rudnitsky 
with  Jeff  Blyskal 

vst  summer,  in  an  out-of-court 
settlement,  $218  million  in  dam- 
iges  was  awarded  to  30,000  cus- 
»  of  a  group  of  folding-box  manu- 
:rs  accused  of  fixing  prices.  The 
lent  came  after  several  years  of 
on.  For  the  customers,  the  average 
was  $6,790,  hardly  a  large  sum  to 
ince  more  than  a  few  were  multi- 
l-dollar  businesses.  But  for  the 
s  representing  the  customers  it 
different  matter.  The  50  law  firms 
=d  split  $13  million  in  legal  fees, 
he  most  active  firms  in  the  case 
;  in  a  cool  million  each. 
r  a  few  months  before  the  folding- 
decision,  part  of  another  price- 
:ase  was  settled  by  33  of  36  corru- 
>ox  makers.  (The  other  three  de- 
t  companies  have  chosen  to  try 
uck  in  court.)  This  one  was  for 
lore:  $310  million.  Some  62  law 
ire  expected  to  ask  the  courts  to 
them  $25  million  for  their  ser- 
in this  case  billed  at  an  estimated 
:  $235  an  hour  for  2Vz  years  of 
If  the  court  agrees,  each  of  the 
ctive  law  firms  involved  could  get 
han  $1.5  million.  The  average  in- 
lass  member  might  get  $1,425. 
:ontingency  fees  are  nothing  new 
U.S.,  but  they  traditionally  in- 
personal-injury  suits  and  often  a 
.1  of  people.  The  rise  of  consumer- 
n  increasing  awareness  of  inves- 
ights  vis-a-vis  management  and 
ibig-business  trend  in  the  country 
re  contributed  to  an  increase  in 
ction  and  mass-disaster  suits 
t  against  big  corporations.  An- 
evelopment,  used  where  court  rul- 
r  legislation  have  made  class-ac- 
fficult,  is  to  have  lots  of  plaintiffs 
irly  identical  suits  as  individuals, 
en  try  to  settle  out  of  court  en 
All  this  has  been  a  bonanza  for 
s.  In  these  "wholesale"  suits,  in- 


stead of  one  or  two  lawyers  representing 
a  few  clients,  several  firms  may  repre- 
sent fifty,  a  hundred — perhaps  thou- 
sands— with  potential  fees  and  damages 
mounting  accordingly.  True,  those  big 
fees  aren't  all  profit.  But  there's  a  lot 
of  gravy. 

Even  government  is  not  immune  from 
such  suits.  A  federal  judge  in  March 
awarded  more  than  $2.2  million  in  fees 
to  the  Center  for  Law  in  the  Public  Inter- 


The  Corrugated  Containers  Case 


In  1978  some  62  law  firms  brought  a 
class-action  antitrust  suit  in  Houston  on 
behalf  of  200,000  class  members  against 
more  than  36  forest  products  companies 
for  allegedly  fixing  corrugated  container 
prices  over  a  period  of  years,  resulting  in 
an  estimated  $2  billion  in  damages.  Pri- 
vate attorneys  got  busy  after  the  U.S. 
government  lodged  criminal  indict- 
ments against  the  companies.  Most 
pleaded  "no  contest,"  but  two  defen- 
dants who  pleaded  "not  guilty"  were  ac- 
quitted of  the  criminal  charges,  which 
are  harder  to  prove  than  civil  charges. 
The  civil  case,  however,  resulted  in  the 
largest  out-of-court  settlement  ever  in  a 
class-action  suit. 


Total  award. 

$310  million  to  date 
Estimated  plaintiff  lawyer  fees: 

$25  million 
Estimated  out-of-pocket  costs: 

$5  million 
Estimated  average  fee 
per  major  firm: 

$1.5  million 
Estimated  average  hourly 
legal  fee: 

$235 

Estimated  average  award 
per  class  member: 
$1,425  to  date 


est  in  Los  Angeles.  It  followed  settle- 
ment of  a  successful  eight-year  class  ac- 
tion battle  to  make  a  17-mile  freeway 
across  the  city's  south  side  comply  with 
government  regulations.  These  guard- 
ians of  the  public  interest  represented 
the  residents  in  the  freeway's  path.  The 
Court  ruled  for  a  scaled-down  freeway, 
and  also  decided  that  the  California  De- 
partment of  Transportation  would  have 
to  pay  the  law  firm's  fees.  So  California 
is  asking  the  federal  government  to  reim- 
burse 92%  of  what  it  must  pay.  Who 
pays  in  the  end?  The  federal  taxpayer. 

At  its  usual  hourly  fee,  the  public  inter- 
est law  firm  would  have  received  only 
$630,000.  However,  the  judge  applied  a 
multiplier  of  3Vz  times,  reflecting,  he 
said,  "the  contingent  nature  of  the  case 
and  the  quality  of  counsel's  work."  He 
also  said  it  represented  the  delay  in  re- 
ceiving fees  and  "the  impact  of  infla- 
tion." California's  transportation  depart- 
ment attorney  is  protesting  the  size  of 
the  fee  and  the  ruling  is  under  appeal. 

In  most  of  these  cases,  of  course,  the 
plaintiffs  did  get  something.  But  in  per- 
haps the  prize  class-action  suit  of  all,  the 
plaintiffs  got  next  to  nothing.  About  sev- 
en years  ago  an  enterprising  Chicago 
lawyer  named  Michael  Sklar  and  two  law 
firms  began  a  suit  against  Detroit  Edison 
on  behalf  of  a  druggist  and  all  other  sell- 
ers of  light  bulbs  in  southeastern  Michi- 
gan. For  years,  some  electrical  utilities 
gave  away  light  bulbs  to  customers, 
building  the  costs  into  their  rate  bases. 
Sklar 's  firm,  Fohrman,  Lurie,  Holstein, 
Sklar  &  Cottle,  claimed  this  was  in  viola- 
tion of  antitrust  laws  because  it  took 
business  away  from  retail  bulb  sellers. 
The  case  went  all  the  way  to  the  Su- 
preme Court  and  ultimately  Detroit  Edi- 
son was  enjoined  from  continuing  the 
giveaway  program.  Thousands  of  Detroit 
Edison  customers  lost  their  "free"  light 
bulbs.  Druggists  and  other  retailers  got  to 
sell  bulbs.  But  the  three  law  firms  de- 
manded $1.5  million  in  fees,  and  after 
nearly  two  years  of  legal  sparring  the 
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The  Folding  Cartons  Case 


A  class-action  antitrust  lawsuit  was 
brought  against  24  manufacturers  of 
folding  cartons  by  50  law  firms  repre- 
senting 30,000  class  members  for  alleg- 
edly fixing  carton  prices  over  a  period  of 
ten  years.  An  out-of-court  settlement 
was  finally  reached  in  1979  after  several 
years  of  litigation. 


Total  award: 

$218  million 
Plaintiff  lawyer  fees: 

$13  million 
Out  of  pocket  costs: 

$1.3  million 
Average  fee  per  major 
firm  involved: 

$1  million 
Average  hourly 
legal  fee: 

$225 

Average  award  per 
class  member: 
$6,790 


court  awarded  $700,000.  In  the  early  Sev- 
enties Sklar's  firm  had  brought  and  won 
another  light-bulb-giveaway  class  ac- 
tion— this  one  involving  billing — against 
Chicago's  Commonwealth  Edison, 
winding  up  with  $380,000  in  fees.  You 
can  make  a  nice  living  this  way. 

More  recently  two  subsidiaries  of  New 
York's  Citicorp  were  sued  by  thre  cus- 
tomers (one  of  them  a  lawyer)  represent- 
ing the  entire  class  of  the  bank's  custom- 
ers who  were  wrongly  being  charged  a 
50-cent-a-month  fee  for  prompt  Master 
Charge  payments.  A  judge  agreed  this 
was  illegal.  Some  customers  may  wind 
up  with  no  more  than  $10,  most  with 
under  $5,  and  that's  before  legal  costs. 
The  three  law  firms  handling  the  case? 
Based  on  the  expected  $1.5  million  re- 
covery, they  will  probably  wind  up  with 
about  $500,000  for  their  efforts. 

Other  class-action  cases  in  recent 
years  have  involved  securities,  where  the 
average  harmed  individuals  received  sev- 
eral thousand  dollars  each.  Law  firms 
handling  the  litigation,  however — such 
as  Morris  &  Rosenthal,  and  Corinbht, 
Shapero  &  Seltzer,  among  others — have 
wound  up  with  millions  in  fees.  The  set- 
tlement in  the  famous  Equity  Funding 
insurance  fraud  resulted  in  a  judgment 
against  accountants,  directors  and  offi- 
cers, brokers  and  others,  and  amounted 
to  $62  million.  The  average  award  per 
plaintiff  came  to  just  $3,640.  The  prob- 
able fee  for  each  of  the  two  most  active 
law  firms?  Over  $2  million. 

In  another  securities  case,  against  U.S. 
Financial  Inc.,  two  firms  split  a  hefty 
$7.5  million  fee  on  a  $50  million  award. 
This  year's  $90  million  IDS  Realty  Trust 


securities  settlement  produced  what  ap- 
peared to  be  a  deflationary  movement  in 
fees — a  Minneapolis  judge  awarded  only 
$2.7  million  to  two  law  firms.  But  that's 
not  as  low  as  it  looks.  The  settlement 
took  place  within  a  year,  not  the  usual 
four  to  five  years,  so  the  meter  wasn't 
running  very  long.  Moreover  the  REIT's 
parent,  Investors  Diversified  Services, 
moved  to  get  a  quick  settlement  by 
ponying  up  $65  million  so  the  debenture 
holders  would  have  a  chance  to  get  80% 
of  principal  when  the  bonds  had  pre- 
viously traded  at  25%  of  principal.  They 
also  offered  to  pay  plaintiff's  legal  fees  on 
top  of  the  settlement.  The  problem  was, 
how  much  of  a  fee?  The  law  firms  want- 
ed $5  million. 

The  judge  gave  the  lawyers  $2.7  mil- 
lion. That  appeared  to  satisfy  the  plain- 
tiff's lawyers,  but  IDS  is  appealing. 

The  key  to  success  in  these  mass 
suits — besides  having  a  good  case — is 
having  a  defendant  with  what  some  law- 
yers cynically  refer  to  as  a  "deep  pocket." 
The  deep-pocket  principle  is  very  simple. 
There  isn't  much  sense  suing  a  welfare 
recipient.  What  can  you  win?  But  a  giant 
corporation?  An  insurance  company? 
The  government?  Ah,  that  is  a  different 
matter.  Their  pockets  are  deep,  furies 
and  judges  tend  to  be  unsympathetic  to 
them.  They  make  wonderful  targets,  so 
rich  and  impersonal.  And  they  deal  with 
so  many  people — potential  plaintiffs  all. 
Attorney  Irving  Morris — once  called  the 
Clint  Eastwood  of  securities  litigation — 
who  won  a  $3.75  million  fee  for  his  firm 
in  the  U.S.  Financial  case,  puts  it  this 
way:  "You  can  have  the  best  case  in  the 
world,  but  what  good  is  it  if  the  defen- 
dant doesn't  have  any  money?" 

Alas,  though,  these  suits  are  not  for 
every  lawyer,  nor  are  deep  pockets  al- 
ways that  easy  to  get  into.  The  problem 
for  lawyers  is,  it  takes  time  and  money 
to  prepare  a  mass  suit.  Because  the  fees 
are  contingent  upon  winning,  there's  an 
element  of  risk. 

Melvin  Belli,  the  flamboyant  73-year- 
old  attorney,  isn't  intimidated  by  these 
gambles.  Firms  like  his,  big  and  bulging 
with  revenues,  can  easily  afford  them. 
He  is  now  taking  on  Richardson-Merrell 
Inc.  in  a  battle  to  prove  that  the  drug- 
maker's  antinausea  drug,  Bendectin, 
causes  certain  birth  defects.  Belli's  law 
firm,  Belli  &  Choulos,  along  with  Flor- 
ida's Cohen  &  Kokus,  has  already  invest- 
ed upwards  of  $200,000  in  an  inconclu- 
sive trial  in  Florida  this  year.  If  they  win 
a  court-ordered  retrial  of  the  case,  they 
have  some  200  others  like  it  waiting  in 
the  wings  worldwide. 

It  works  like  this:  During  the  years  it 
takes  to  prepare  and  fight  a  major  contin- 
gency suit,  the  project  is  all  outgo  and  no 
income.  That  isn't  as  bad  as  it  looks. 
Losses  provide  tax  deductions.  By  the 
time  the  fees  start  coming  in  from  the 
newer  cases,  presumably  others  will  be 


on  the  fire.  It  is  not  at  all  dissimil 
real  estate  investing  or  oil-well  dril 
You  try  to  reinvest  the  profits  as  fa) 
you  can.  Belli  recently  had  this  to  sa 
the  London  Sunday  limes:  "My  firm 
finance  a  case,  pay  expert  witnesses) 
make  the  movies."  Movies?  Belli 
plains:  "We  make  films  like  A  Day  ii 
Life  of  a  Hoy  in  an  Iron  Lung,  which 
us  the  case  against  Cutter  Chemical! 
we  use  huge  blowups  the  size  of  a  wa 
show  industrial  bums." 

Don't  think  such  suits  are  purely 
preserve  of  old-line  negligence  and  in 
lawyers.  Ouite  the  contrary,  the  vol 
possibilities  have  attracted  some 
negligence  firms  to  what  would  form 
have  been  regarded  as  the  special 
serve  of  the  personal-injury  lawyer, 
potential  fees  can  be  so  juicy  that  c 
action  tempts  even  such  prestigious 
fits  as  the  Washington  firm  of  Arnoll 
Porter,  normally  at  home  in  antitrust 
other  corporate  matters.  In  the  e 
Seventies  Arnold  &  Porter  sallied 
the  coalfields  of  West  Virginia  to 
consternation  of  local  law  firms.  Th 
Arnold  &  Porter's  Gerald  M.  Stem  lo 
ed  hundreds  of  aggrieved  coal-com 
families  who  had  lost  kin  and  propi 
when  a  Pittston  Co.  subsidiary  c 
refuse  dam  burst  in  1972,  flooding 
Buffalo  Creek  Valley  and  killing  m 
than  125  people.  Arnold  &  Porter  f 
suit  against  Pittston  for  $52  million 


I  


The  Equity  Funding  Case 


Remember  the  $2  billion  Equity  Fund 
insurance  fraud  of  1973?  More  than  l 
score  law  firms,  acting  on  behalf 
15,000  aggrieved  security  holders,  s 
the  accountants  and  brokers,  officers  . 
directors  and  almost  anyone  else  c 
nected  with  the  deal  because,  tl 
claimed,  their  clients  were  sold  stt 
based  on  fraudulent  claims.  In  19 
shortly  before  the  case  was  set  to  ga 
trial  in  Los  Angeles,  the  defendants 
tied  out  of  court  for  what  has  been 
biggest  cash  settlement  in  a  securil 
class  action. 


Total  award: 

$62  million 
Plaintiff  lawyer  fees: 

$6.5  million 
Out-of-pocket  costs: 

$800,000 
Average  fee  per  major  firm: 

$2  million 
Average  hourly  legal  fee: 

$180 
Average  award  per 
class  member: 

$3,640 
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The  U.S.  Financial  Case 


J  U.S.  Financial  Inc.,  a  West  Coast 
itate  and  finance  conglomerate, 
>r  bankruptcy  after  restating  its 
al  statements  to  show  massive 
Shortly  thereafter  two  law  firms 
le  company,  its  auditors,  under- 
,  lawyers  and  banker  on  behalf  of 
5,500  security  holders.  Last  year 
wn  an  out-of-court  settlement, 
resulted  in  one  of  the  biggest,  if 
biggest,  fee  for  a  single  law  firm 
urities  case. 


>  award: 

$50  million 
itiff  lawyer  fees: 

$7.5  million 
>f -pocket  costs: 

$800,000 
age  fee  per  law  firm: 

$3.75  million 
age  hourly  legal  fee: 

$288 
age  award  per 
i  member: 

$11,914 


)f  about  600  individual  claimants, 
years  later  he  wound  up  securing 
million  settlement.  After  deduct- 
il  fees  and  costs,  the  average  net 
y  per  plaintiff  in  the  suit  was 
115,156.  Taking  inflation  into  ac- 
the  individual  claimant  didn't  get 
more  than  the  $12,000  average 
l  had  offered  in  the  first  place 
irect  individual  settlements.  But 
ping  so  many  of  the  aggrieved  into 
;  unit,  it  became  worthwhile  for 
&  Porter  to  handle  the  case — to 
advantage  of  any  number  of  local 
>.  For  its  two  years  of  work,'  Ar- 
Porter  earned  a  fee  of  about  $3.4 
.  Another  Washington  law  firm, 
ns  &  Connolly,  picked  up  1,500 
^logical  damage"  victims  in  Buf- 
2ek,  and  ultimately  walked  away 
settlement  of  $4.8  million  and 
$1.2  million. 

rding  to  Harvard  Law  Professor 
Miller,  the  use  of  class-action 
;ency-fee-type  suits  has  been 
g  rapidly,  particularly  where  a 
isaster  has  occurred — for  several 
asons,  including  psychology.  Ex- 
Vliller:  "When  you  come  at  a  big 
tion  with  a  class  action,  you 
it  them  with  greater  leverage. 

gathered  your  resources,  and 
holding  out  for  the  defendant  the 
:t  that  the  whole  thing  can  be 
in  one  shot.  He  doesn't  have  to 
ushfire  wars  all  around  the  coun- 
ie  implication  is  that  the  corpora- 


tion will  settle  faster  and  perhaps  a  bit 
more  generously  with  a  large  class  as  an 
alternative  to  endless  hassles  with  lots  of 
small  cases. 

If  dealing  with  a  single  case  is  benefi- 
cial for  the  defendant,  it  is  many  times 
more  beneficial  for  the  lawyers  involved. 
If  a  utility  company  has  200,000  custom- 
ers and  each  one  has  been  overcharged 
by,  say,  $  1 0,  a  lawyer  is  potentially  better 
off  handling  that  case  than  one  in  which 
there  is  a  single  victim  with  a  $100,000 
claim.  The  problem  is  to  get  enough  of 
the  alleged  victims  together.  Direct  so- 
liciting is  unethical.  At  times  a  mass- 
marketing  atmosphere  creeps  into  the 
class-action  situation. 

Take  the  recent  postal  workers'  back- 
pay suits.  In  a  brilliant  piece  of  reporting 
in  the  Washington  Monthly,  author  Robert 
M.  Kaus  last  month  described  a  creative 
move  by  a  group  of  labor  lawyers.  They 
filed  suits  five  years  ago  charging  that 
postal  workers  were  entitled  to  hundreds 
of  millions  of  dollars  in  back  pay  because 
the  Post  Office's  personnel  practices 
were  out  of  line  with  the  complex  Fair 
Labor  Standards  Act's  requirements — an 
act  that  one  of  the  lawyers  bringing  the 
suit  helped  draft. 

One  problem  facing  the  lawyers  was 
that  the  Fair  Labor  Standards  Act  forbids 
class-action  suits  by  government  em- 
ployees in  such  cases.  The  lawyers  clev- 
erly got  round  that  problem  with  the 
mass-action  technique.  According  to  one 
of  the  lawyers  in  the  suit,  the  union  and 
the  law  firm  agreed  to  insert  clip-out 
consent  forms  in  the  monthly  union 
magazine  mailed  out  to  200,000  postal 
workers.  The  inserts  described  the  suit 
and  carried  the  forms  authorizing  the 
lawyers  to  handle  each  of  their  cases. 
The  lawyers  got  back  some  90,000 
forms.  They  had  themselves  a  class-ac- 
tion suit  in  fact  if  not  in  name. 

So  tar  90,000  postal  workers  have  won 
some  $70  million,  out  of  which  the  law- 
yers have  received  millions  in  fees — how 
much  they  won't  say.  One  of  the  law- 
yers, Jules  Bernstein,  is  an  avowed  social- 
ist. He  and  his  lawyer  buddies  intend  to 
hit  the  taxpayers  for  even  more  money, 
he  says.  "My  guesstimate  is  that  the 
total  liability  here  could  be  as  high  as  $2 
billion."  A  capitalist-socialist? 

At  other  times  the  game  is  played 
more  subtly.  Miller  outlines  one  ap- 
proach: "If  I  have  one  person  as  a  client 
and  I  smell  class  action,  I  simply  say  to 
you,  'You  know,  it's  not  economic  to 
handle  your  suit  alone,  but  if  we  had  a  lot 
of  people  in  a  class,  we  could  make  this 
economic  and  get  the  mule's  attention.' 
He'll  quickly  get  the  clue  that  he's  sup- 
posed to  go  out  and  get  some  other  peo- 
ple to  join  in  the  class." 

Sometimes  it  is  useful  for  the  lawyer  to 
bring  in  a  public  relations  firm.  In  Febru- 
ary, two  Sacramento,  Calif,  law  firms 
launched  a  class-action  suit  against  Piper 


Aircraft  on  the  grounds  that  a  number  of 
crashes  had  been  caused  by  defects  in 
fuel  systems  in  Piper's  Aerostar-600  se- 
ries planes.  The  suit  is  for  almost  $230 
million.  Horst  Schmidt,  a  Las  Vegas  the- 
ater owner  who  discovered  the  alleged 
defects,  was  the  first  client  and  is  the 
only  plaintiff  in  the  case.  But  to  spread 
word  about  the  planes,  the  two  law  firms 
hired  a  Sacramento  public  relations  agen- 
cy. In  addition,  the  press  agents  and  law- 
yers are  spoonfeeding  the  news  media 
with  background  information  and  horror 
stories  about  the  plane  crashes.  Of 
course,  the  purpose  of  all  this  fanfare  is 
not  to  round  up  a  herd  of  clients,  Gary 
Callahan,  one  of  the  attorneys,  tells  us. 
However,  Callahan  admits  that  Schmidt 
has  received  a  number  of  calls  from  Aero- 
star  owners  since  the  February  press  con- 
ference that  announced  the  suit.  Short  of 
going  to  trial,  advance  publicity  is  a  pow- 
erful form  of  pressure  on  a  defendant  to 
settle. 

A  case  can  be  made  that  class-action 
lawsuits  are  a  way  of  keeping  businesses 
and  governments  honest — turning  the  le- 
gal profession  into  a  kind  of  citizens' 
police  force.  But  some  experts  feel  the 
situation  is  getting  out  of  hand.  When 
the  press  and  TV  turned  the  Three  Mile 
Island  nuclear  shutdown  into  a  three-ring 
circus,  a  good  many  lawyers  thought 
they  smelled  blood.  Arthur  Miller  speaks 
disapprovingly  of  "a  rather  unseemly 
race  to  get  into  federal  court  on  behalf  of 
the  people  in  the  Three  Mile  Island 


The  Buffalo  Creek  Flood  Case 


In  1972  a  dam  owned  by  a  subsidiary  of 
Pittston  Coal  Co.  gave  way  and  flooded 
the  Buffalo  Creek  Valley  in  Logan  Coun- 
ty, W.Va.,  killing  more  than  125  people. 
Pittston  was  sued  by  two  prestigious 
Washington,  D.C.  law  firms,  Arnold  & 
Porter  and  Williams  &  Connolly,  repre- 
senting over  2,100  clients  with  damage 
claims  based  not  only  on  loss  of  life  and 
property  but  on  "psychological  damage" 
as  well.  Out-of-court  settlements  were 
reached  in  1974  and  1978. 


Total  award: 

$18.3  million 
Plaintiff  lawyer  fees: 

Arnold  &  Porter— 

$3.4  million; 

Williams  &  Connolly— 

$1.2  million 
Total  out-of-pocket  costs: 

$900,000 
Average  hourly  legal  fee: 

Arnold  &  Porter— $84; 

Williams  &  Connolly— $95 
Average  award  per  client: 

Arnold  &  Porter  clients — 

$15,150; 

Williams  &  Connolly  clients— 
$2,187 
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area."  A  social  and  corporate  nightmare, 
the  nuclear  shutdown  is  in  many  ways  a 
lawyer's  dream.  A  big,  rich  company, 
heavily  insured;  hundreds  of  thousands, 
if  not  millions,  of  potential  plaintiffs, 
and  ramifications  that  may  extend  the 
cases  for  decades. 

At  its  worst,  a  mass  suit  can  be  a  kind 
of  legal  club.  Never  mind  the  merits: 
Settle,  or  face  heavy  costs  in  legal  fees, 
bad  publicity  and  sizable  defense  costs. 
On  occasion  a  few  public-spirited  judges 
may  compensate  defendants  against 
frivolous  suits  or  slash  an  occasional  fee. 
In  1978,  for  example,  Michigan  Judge 
William  Peterson  dismissed  a  $1  million 
polybrominated  biphenyls  (PBBs)  chemi- 
cal contamination  case  against  Michigan 


Chemical  Corp.  The  )udge  also  ordered 
the  plaintiffs  to  pay  the  defendants'  legal 
costs  of  $15,000  in  addition  to  $400,000 
in  case  costs  expended.  But  don't  think 
the  lawyers  were  destitute:  They  already 
had  settled  hits  of  other  PBB  cases  worth 
more  than  $10  million. 

And  last  year  Atlanta  Judge  Richard 
Freeman  in  the  $11.8  million  Armored 
Car  antitrust  litigation  settlement  (over 
alleged  price-fixing  by  several  armored- 
car  firms)  chided  a  group  of  high-priced 
antitrust  lawyers  for  their  requesting  an 
"embarrassingly  exorbitant"  fee.  The 
judge  slashed  the  fee  from  $1.1  million  to 
$367,000  because  the  lawyers,  he 
snapped,  had  parroted  a  criminal  indict- 
ments charge.  That  made  it  easier  for 


them  to  negotiate  a  settlement. 

That's  not  to  say  that  the  situatic 
about  to  come  under  control.  If  those 
decisions,  plus  other  modest  li] 
placed  on  class-action-type  suits,  i 
small  warnings  to  the  plaintiffs'  bar, 
fact  is,  a  recent  Supreme  Court  deci 
opened  a  whole  new  candy  jar  to  the 

In  June  the  highest  court  expanded 
rights  of  citizens  to  sue  whenever  s 
policies  violate  federal  laws.  For  exam 
welfare,  education  grants  and  envi 
mental  regulations  will  now  be  ripe  ai 
for  alert  class-action-suit  lawyers. 
Court  ruled  in  the  same  opinion 
successful  plaintiffs  in  such  suits  are  e 
tied  to  reimbursement  of  attorney's  1 
A  whole  new  deep  pocket  yawns.  I 


The  million-dollar  club 


San  .Antonio's  Maloney 

"It  would  be  crass  to  discuss  how  much  we  make." 

Pat  Maloney  has  a  grin  as  wide  as  the  Rio  Grande  and  an  ego 
to  match.  Steve  Susman  is  low-key  and  soft-spoken.  They 
have  two  things  in  common.  Both  are  Texans,  and  both 
have  made  millions  of  dollars  in  the  class-action  or  product- 
liability  game. 

Maloney 's  San  Antonio  firm  employs  12  lawyers  but 
bears  one  name,  Pat  Maloney's.  It  operates  out  of  a  100- 
year-old  bank  building  renamed  the  Maloney  Building.  "I 
think  it's  crass  to  discuss  how  much  we  make,"  he  says, 
coyly  adding:  "I'd  be  surprised  if  there  were  any  corporate 
executives  making  as  much  as  I  do." 

He  can  say  that  again:  Maloney  apparently  won  a  $10.6 
million  fee  under  his  usual  40%  contingency  arrangement 
when  he  got  a  $26.5  million  award  for  four  people  burned  in 
a  1975  Texas  propane  explosion.  "There  were  50  plaintiffs 
involved  and  about  30  lawyers,"  he  says.  "We  got  52%  of  a 
$50  million  verdict,  and  it's  still  the  largest  settlement  in 
the  history  of  the  U.S.  You're  talking  to  the  fellow  who  has 
the  most  million-dollar  verdicts  in  the  history  of  the  U.S." 

What's  Maloney's  secret?  '  Thirty-two  years  of  trial  work, 
amazingly  hard  work.  And  incredibly  gifted  associates." 
Also  capital.  To  play  in  the  big  time,  he  says,  "You  have  to 
be  a  very  rich  lawyer,  frankly."  It  costs  half  a  million  dollars 
or  more  to  press  the  suit.  "All  these  things  are  two  and  three 
years  in  fruition  and  you  have  to  have  an  awful  lot  of  them 
germinating  all  the  time." 

Steve  Susman  is  a  different  breed  of  lawyer.  Maloney  is 


Houston 's  Susman 

Being  first  in  line  paid  off. 


56.  Susman  is  only  38.  As  the  lead  attorney  in  the  corrugat- 
ed container  case  (see p.  59),  he  brought  in  an  estimated  $  1 .5 
million  for  his  firm,  Mandell  &  Wright  of  Houston.  At  so 
young  an  age?  He  says  he  virtually  fell  into  the  case.  "In 
1976,  I  heard  a  grand  jury  was  investigating  price-fixing  in 
the  corrugated  box  industry,"  he  says.  "I  was  the  first  in 
Houston  to  file  a  case."  Fifty-five  civil  corrugated  cases 
were  ultimately  consolidated  in  Houston,  and  as  Susman 
was  the  only  local  lawyer  involved,  the  others  voted  him 
chairman  of  the  steering  committee. 

Susman  went  to  work  for  Fulbright  &  Jaworski,  former 
Watergate  prosecutor  Leon  Jaworski's  Houston  firm,  after 
getting  out  of  the  University  of  Texas  law  school,  taught  for 
a  year  at  his  alma  mater,  then  joined  Mandell  &  Wright  in 
1976  because  antitrust  class  actions  looked  promising. 

Maloney  belongs  to  the  secretive  Inner  Circle  of  Advo- 
cates. The  Inner  Circle?  It's  an  elite  group  of  about  100 
lawyers  who  have  won  million-dollar  verdicts.  Each  year 
the  Inner  Circle  gets  together  at  various  plush  watering 
holes  to  trade  tips  on  how  to  make  those  verdicts  even 
bigger.  This  year's  session,  scheduled  this  month  at  the 
Greenbrier,  features  a  session  on  the  advantages  of  video- 
tape presentations  to  insurance  companies  in  the  initial 
stages  of  a  case.  The  slick  videotape  says:  Pay  up  or  face  the 
music.  Susman  is  not  yet  a  member.  Maybe  he  should  be, 
says  Pat  Maloney.  If  Susman  earned  his  first  million-dollar 
fee  at  38,  what  will  he  be  bringing  in  at  \(K—jeff  Blyskal 


62 


FORBES,  AUGUST  4,  19 


sure  groups,  costs  and  conservation  have 
but  destroyed  nuclear  power  in  the  U.S. 
\'s  going  to  foot  the  bill? 

Pay  now 
or  pay  later 


By  Alyssa  A.  Lappen 

he  last  srx  years,  more  than  50 
:lear  generating  units,  planned  but 
yet  started,  have  been  canceled 
the  country  at  a  cost  to  the  utili- 
olved  that  could  be  on  the  order 
)illion.  Who  will  pay  this  cost: 
lers,  or  the  utilities'  shareholders? 
:  public  utilities  commissions  are 
g  the  utilities  to  amortize  good 
of  the  writeoffs  and  recover  the 
through    higher   rates.  Some 
in  the  wind: 

;veland  Electric  Illuminating  Co., 
ilong  with  its  participating  utili- 
celed  four  nuclear  units  last  Janu- 
5  studied  the  situation.  It  found 
ice  1974,  state  regulators  have 
I  more  than  two-thirds  of  the 
■  $940  million  cost  of  dropping  28 
1  nuclear  plants  to  be  recouped 
i  amortization  and  rate  increases 
ler  third  is  pending).  In  one  of  the 
of  these  cases,  New  Jersey's 
if  Public  Utilities  ruled  in  April 
e  Public  Service  Electric  &  Gas 
Id  amortize  $174.5  million  of  the 
million  aftertax  loss  on  a  total  of 
iceled  offshore  units. 
Wisconsin,  a  state  particularly 
to  nuclear  power,  the  PUC  effec- 
persuaded  Wisconsin  Electric 
Co.  to  drop  its  proposed  Haven 
plant  by  extending  a  precedent- 
carrot:  The  utility  and  its  two 
s  will  be  allowed  to  recapture  the 
illion  in  precertification  costs 
i  higher  rates  over  the  next  three 
hey  will  also  get  an  1 1.6%  return 
ar  on  the  unamortized  portion.  In 
lia,  another  state  where  antinu- 
ntiment  is  strong,  a  similar  deal 
Lick  to  get  San  Diego  Gas  &.  Elec- 
cancel  its  proposed  Sun  Desert 
units  at  a  loss  of  $100  million. 
Liraged  by  the  precedent,  utilities 
York  and  Rhode  Island  that  were 
>r  maneuvered  into  canceling  nu- 
ojects  have  also  applied  for  rate 


increases  to  pay  the  tab,  as  well  as  a 
return  on  the  unamortized  portion.  Even 
utilities  that  dropped  planned  projects  on 
their  own  are  asking  for  the  same  deal. 
Detroit  Edison  Co.,  for  example,  can- 
celed two  of  its  planned  Greenwood  nu- 
clear units  in  March.  Now  it  has  applied 
to  recover  over  five  years  $50  million 
aftertax  of  the  $71  million  pretax  accu- 


mulated cost;  it  has  also  applied  for  a 
return  on  the  unamortized  portion. 

Most  of  those  nuclear  plants  were 
planned  eight  to  ten  years  ago,  in  the  pre- 
OPEC  days  when  electrical  demand  in 
the  U.S.  grew  at  about  7.5%  to  8%  a 
year.  Now  it's  down  to  around  3.5%,  and 
knowledgeable  observers,  like  utilities 
analyst  Roger  Lidell  of  Tucker  Anthony, 
think  it  may  sink  to  2%  or  lower.  A 
strong  argument  can  be  made  that  the 
remaining  2%  should  be  filled  by  nuclear 
power,  thus  reducing  both  pollution  and 


the  demand  for  imported  oil.  But  the 
clever  tactics  of  the  antinuclear  lobby 
have  worked  so  well  that  nuclear  power 
is  bearing  the  brunt  of  the  cutbacks. 

Among  the  triumphant  antinukes,  not 
a  few  would  like  the  utility  companies  to 
swallow  the  losses.  Public  service  com- 
missions resist  this  pressure  because,  for 
all  their  "proconsumer"  rhetoric,  they 
understand  the  economic  facts  of  life; 
the  last  thing  they  want  is  to  drive  their 
local  utilities  to  the  wall.  Well  remem- 
bered is  what  happened  in  New  York 
State  in  1974  when  the  state  government 
had  to  take  over  $612  million  worth  of 
Consolidated  Edison's  generating  plants 
to  save  the  giant  utility  from  bankruptcy. 

Other  U.S.  utilities  are  in  shaky  condi- 
tion today.  John  W.  Johnson  Jr.,  vice 
president  of  finance  for  Detroit  Edison, 
puts  the  case  succinctly:  "We  used  to  be 
an  Aa  rated  company.  Now  we're  Baa."  If 
the  company  has  to  eat  the  loss  of  its 
Greenwood  cancelations,  Johnson  says, 
the  writeoffs  will  throw  off  its  equity-to- 
total-capital  ratio  and  it  will  have  to  sell 
more  stock,  which  will  be  dilutive.  That 
could  cause  the  company's  rating  to  be 
reviewed  again. 

The  success  of  the  antinuke  pressure 
groups  is  costing  plenty  of  money.  Some 
of  the  88  units  already  licensed  for  con- 
struction in  the  U.S.  are  running  up  to 
eight  years  behind  schedule  and,  on  aver- 
age, each  additional  day  of  delay  now 
adds  an  estimated  $500,000  in  interest 
and  inflation  alone. 

Take  the  case  of  Long  Island  Lighting 
Co.,.  a  New  York  State  electric  and  gas 
utility.  Since  1973  LILCO  has  had  mil- 
lions of  dollars  tied  up  in  an  820- 
megawatt  nuclear  plant  that  was  started 
at  a  proposed  cost  of  $300  million  and 
will  be  finished — at  best — a  decade  later 
for  $2.2  billion.  Long  Island  Lighting  has 
already  persuaded  the  New  York  PUC  to 
put  $255  million  of  the  Shoreham  plant 
into  the  rate  base,  and  is  asking  for  $200 
million  more  that  should  add  a  needed 
$35  million  to  $40  million  in  additional 
annual  revenues.  Without  that,  and  ad- 
ditional "temporary"  relief,  says  the 
company,  the  plant  could  be  delayed 
again,  until  at  least  1984,  and  the  price 
would  go  up  another  $500  million — to 
$2.7  billion. 

A  sympathetic  regulator  is  New  York 
PUC  Commissioner  Edward  P.  Larkin. 
"The  Shoreham  plant  constitutes  an  ex- 
tortionate burden  on  the  financial  struc- 
ture of  the  company,"  Larkin  says,  add- 
ing that  the  utility's  customers  are  going 
to  have  to  help  out.  "The  fact  is,  they're 
paying  out  more  in  dividends  than  they 
actually  earn  in  cash,"  says  Larkin.  It's 
corporate  cannibalism. 

Not  every  PUC  commissioner  around 
the  country  agrees  with  Larkin.  In 
Michigan,  Jackson-based  Consumers 
Power  is  struggling  to  complete  two  nu- 
clear units  that  will  add  1,360  megawatts 
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Several  new  technologies  will  enhance  the  electric  industry's 

output  from  traditional  fuels  in  the  1980s.  However,  more  than  250  con- 
ventional coal-fired  generating  stations  will  also  be  added  to  the  U.S. 
system  during  the  decade  ending  1988.  For  our  part,  obtaining  highest 
output  and  energy  savings  from  this  bulldozer  was  a  matter  of  putting 
an  advanced  diesel  engine  ahead  of  a  revolutionary  hydrostatic-drive 
transmission.  Your  inquiries  about  our  company  or  products  are 
welcome.  John  Deere,  Moline,  Illinois  61265. 


ipacity  and  supply  steam  power  to 
Chemical  facility.  When  the  proj- 
;  announced  in  1967,  it  was  sup- 
:o  cost  $350  million.  Thanks  to 
:aused  by  financial  and  regulatory 
ns,  the  bill  will  be  at  least  $3.1 
one-third  of  it  in  interest.  The 
an  PUC  put  only  $1  billion  of  the 


cost  in  Consumers'  rate  base — with  $600 
million  still  pending.  But  that  washes 
against  an  equal  amount  of  future  earn- 
ings from  the  project.  The  net  effect:  no 
return  at  this  point.  This  year,  the  com- 
pany must  go  outside  for  $535  million  of 
its  $714  million  capital  spending  budget. 
California  was  similarly  unsympathet- 


ic to  Pacific  Gas  &  Electric's  $1.7  billion 
Diablo  Canyon  plant. 

One  thing  is  clear:  As  utilities  drop  or 
delay  nuclear  generators,  someone  will 
have  to  pay.  Why  should  it  be  the  utili- 
ties? They  proceeded  in  good  faith  with 
nuclear  power  only  to  have  the  politi- 
cians and  consumers  change  the  rules.  ■ 


?s  and  municipalities  are  pushing  indus- 
revenue  bonds  like  there's  no  tomorrow, 
f  dont  cost  the  states  and  municipalities 
king.  But  somebody  pays. 


No  free  lunch 


lumbers  Game 


te  night  TV  watchers  in  the 
lew  York  area  have  occasionally 
sen  greeted  by  Mayor  Ed  Koch  on 
reens.  His  pitch:  Move  your  busi- 
New  York,  keep  your  business  in 
>rk,  expand  your  business  in  New 
"he  inducement:  industrial  rev- 
inds,  freely  given. 
:  bonds  (IRBs),  issued  for  corpora- 
irough  state  and  municipal  agen- 
2  tax-free  at  the  federal  level.  In- 
s  often  three  percentage  points 
he  going  corporate  bond  rate. 

smiles  as  he  wheedles.  IRBs 
ke  a  free  lunch  to  him.  But  to 
Sam  they  are  expense  account 
— with  the  Feds  footing  the  bill 
illected  taxes.  The  tab  is  at  an 
high. 

gh  the  figures  are  controversial, 
lie  Securities  Association  puts  it 
id  $4  billion.  One  thing  is  sure, 
r.  The  total  amount  of  taxes  ren- 
icollectible  by  those  IRBs  is  enor- 
Estimates  of  the  total  potential 
run  to  tens  of  billions  of  dollars, 
estimates  that  over  $1.4  billion 
J  dollars)  of  federal  taxes — over 
t  15  years — were  given  away  by 
rid  municipalities  last  year  alone, 
list  of  firms — large  and  small — 
ire  receiving  IRB  financing  seems 

Just  a  few  of  the  major  firms 
i  or  more  IRBs:  Boise  Cascade, 
-Pacific,  ITT,  Monsanto  and 
aeuser.  In  April,  Broome  County, 
ye  Savin  Corp.  $10  million  worth 

to  help  build  a  new  2,000-em- 
plant  there.  Total  potential  sav- 


ings to  Savin  over  20  years:  $7  million. 

Not  only  do  IRBs  cost  the  Feds  bil- 
lions— they  may  not  even  work. 

Says  Lawrence  Litvak,  an  economic 
consultant  to  state  and  local  govern- 
ments who  has  written  a  widely  praised 
study  of  IRBs:  "Only  in  a  third  of  the 
cases  have  IRBs  been  found  to  be  even  a 
marginally  significant  factor  in  a  com- 
pany's location  decision.  This  includes 


many  situations  where  IRB  financing  in 
one  state  or  town  merely  offsets  its  avail- 
ability in  another." 

What's  more,  IRBs  never  save  enough 
money  to  offset  such  crucial  locational 
factors  as  unions  or  high  energy  costs. 

This  round  of  heavy  IRB  use  is  actually 
the  second  such  boom  since  World  War 
H.  In  the  1940s  and  1950s,  the  Sunbelt 
states  began,  slowly,  to  use  IRBs  in  their 
quest  for  northern  manufacturing  jobs. 
By  the  late  1960s  they  were  in  common 
use.  But  in  1968 — when  about  $1.6  bil- 
lion worth  were  issued — the  Feds  got 
nervous  about  the  tax  drain  and  put  a  $1 
million  limit  on  individual  issues. 


In  1971  that  limit  was  hiked  to  $5 
million  an  issue  and  about  18  months 
ago  it  went  to  $10  million.  The  $10  mil- 
lion mark  seems  magical  because  it  in- 
spired renewed  interest  in  their  use,  par- 
ticularly in  industrial  states. 

What  has  helped  keep  interest  in  IRBs 
growing  since  1968  is  the  fact  that  no 
limit  was  ever  set  on  pollution  control 
bonds,  which  last  year  represented  over 
half  of  all  IRBs  sold.  Few  people  argue 
against  pollution  control  bonds,  though. 
It's  the  IRBs  that  are  causing  the  contro- 
versy— especially  those  used  for  some- 
what "creative"  purposes.  In  May,  for 
example,  Smith  Barney  purchased  three 
issues  through  Utah  municipalities  for  K 
marts.  Many  economists,  and  especially 
those  in  the  U.S.  Treasury,  feel  that  the 
states  shouldn't  forget  that  the  "I"  in  IRB 
stands  for  "industrial."  Service  oper- 
ations and  retailers  generally  go  where 
the  markets  are — without  incentives. 

Perhaps  the  most  audacious  use  of 
IRBs  for  nonindustrial  purposes  has  been 
for  McDonald's  outlets  and  other  fast- 
food  restaurants. 

Says  Roger  f .  Vaughan,  deputy  director 
of  New  York  State's  Office  of  Develop- 
ment Planning,  "When  they  give  out  IRBs 
for  McDonald's,  is  that  doing  anything 
for  economic  development-  Absolutely 
nothing.  Nothing.  If  there  is  a  market  for 
a  hamburger  franchise,  it  will  open." 

Of  course,  there  are  a  fair  number  of 
IRBs  given  out  for  rational,  truly  public- 
interest  purposes.  Who  can  fault  a  state 
for  giving  out  an  IRB  to  induce  a  firm  to 
move  to  a  low-employment  area,  for  ex- 
ample, instead  of  a  potentially  more  at- 
tractive, job-rich  section  of  the  state? 

Trouble  is,  it's  very  difficult  to  legis- 
late, at  the  federal  level,  specific  uses  for 
IRBs.  "The  mutual  immunity  of  the  fed- 
eral and  state  governments  from  one  an- 
other's taxes  is  a  constitutional  right," 
explains  Arthur  J.  Kalita,  executive  direc- 
tor of  the  Public  Securities  Association. 
"The  federal  government  cannot  inter- 
fere in  the  state's  ability  to  encourage 
development  however  it  sees  fit."  What 
the  states  don't  realize  is  that  they  might 
be  better  off  if  someone  restricted  IRBs. 
As  Ben  Weberman  points  out  on  page  90 
of  this  issue,  overuse  of  special-purpose 
tax-free  bonds  has  kept  the  tax-exempt 
bond  market  glutted  and  weak.  This  may 
be  good  for  investors,  but  it  raises  bor- 
rowing costs  in  the  entire  municipal 
market  —Richard  ( Ireene 
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as  big  a  selection  as  ot 


We  could  always  eliminate  our  high- 
speed duplicators. 

But  then,  people  who  need  to  make 
copies  fast  (2  pages  a  second)  would  have  to 
settle  for  something  slower. 


We  could  subtract  some  smaller  cop 
But  then,  people  with  smaller  needs  couk 
get  exactly  what  they  need. 

We  could  make  fewer  large  docum 
copiers  or  automatic  two-sided  copiers. 
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The  7000 


ght  not  sit  well  with  people  who  have 
ocuments  or  want  two-sided  copies, 
hat's  the  trouble  with  offering  smaller 
ms.  You  don't  just  offer  people  fewer 
i.  You  offer  them  fewer  chances  of 


getting  the  one  that's  just  right  for  them. 
And  there'd  be  no  point  offering  that. 
Our  competitors  are  already  doing  it. 

XEROX 


Finding  ways  to  reduce  taxes  is  as  profitable 
finding  oil.  Therefore,  look  for  more  trust 
spinoffs  in  the  oil  business. 


Hitting 
a  tax  gusher 


Shares  of  Southland  Royalty,  a 
smallish  crude-oil  producer,  sold  as 
low  as  23  this  spring;  after  lumping 
15  points  in  just  one  week,  they  now  sell 
in  the  low  50s.  Did  Southland  make  a 
major  strike?  Not  at  all.  It  found  a  way  to 
get  around  the  tax  laws.  Not  even  an 
original  way.  What  Southland  is  doing 
this  year,  its  rival  Mesa  Petroleum  did 
last  year  (Forbes, July  2.1  1979)  under  the 
brilliant  leadership  of  its  President  and 
Chairman  Thomas  Boone  Pickens.  It's  a 
good  bet  that  Southland  will  follow  the 
Mesa  blueprint  in  all  but  a  few  technical 
details. 

Here,  in  outline,  is  how  a  mechanism 
that  may  be  seized  on  by  other  indepen- 
dent oils  will  work  Southland  will  set  up 
two  trusts  (the  San  Hun  Basin  Royalt) 
Trust  and  the  Permian  Basin  Royalty 
Trust)  and  through  them  channel  to 
shareholders  a  revenue  stream  that  this 
year  will  amount  to  better  than  $100 
million. 

The  properties  from  which  that 
stream  will  he  pumped  are  older,  more 
mature  holdings.  They  have  plenty  of 
production  life  left,  but  have  exhausted 
their  statutory  depletion  allowances.  De- 
velopment and  exploration  expenses  are 
low,  too.  Earnings  on  the  properties  are 
consequently  taxed  to  Southland  at  com- 
paratively high  corporate  rates. 

Thanks  to  the  complexities  of  the  tax 
laws,  however — at  least  as  parsed  by 
Southland  and  Mesa,  if  not  the  Internal 
Revenue  Service — creation  of  the  trusts 
will  wrap  a  new  cost-depletion  basis 
around  the  assets.  Stockholders  will  get 
one  unit  in  each  of  the  trusts  for  each 
share  of  Southland  they  own.  The  com- 
bined cash  throwoff  on  the  units  next 
year,  if  stockholders  approve  the  deal, 
will  probably  come  to  around  $2.50  a 
share.  Arbitrage  specialists  like  Ellen 
Greenspan  of  Oppenheimer  ik  Co.  are 
estimating  that  more  than  half  the  $2.50 
will  be  sheltered  by  depletion.  That's  tax 
advantage  number  one. 

Advantage  number  two  springs  from 


The  Streetwalker 


yet  another  helpful  wrinkle  the  lawyers 
think  they've  found  in  the  Internal  Rev- 
enue code.  Distribution  of  the  units 
counts  as  a  taxable  event,  but  the  num- 
bers suggest  that  only  $5  will  be  counted 
as  an  ordinary  income  dividend.  The  bal- 
ance will  be  a  tax-free  return  of  capital. 

What  does  that  mean  in  dollars  and 
cents'  Assume,  as  Oppenheimer's 
Greenspan  does,  that  the  market  will 
capitalize  the  $2.50  return  on  the  units  at 
around  8%.  That  means  a  combined 
market  value  of  about  $31 :  $5  taxable  as 
ordinary  income  and  a  $26  return  of  cap- 
ital that  would  go  to  reduce  the  tax  basis 
of  the  common  stock.  Thanks  to  the 
quirkiness  of  the  tax  laws,  corporations 
might  find  the  tax  play  in  Southland 
even  more  rewarding  than  individuals. 

Now,  what  happens  to  Southland  it- 
self: The  distribution  will  leave  South- 
land minus  more  than  $100  million  of 
the  $256.6  million  revenues  it  reported 
last  year.  At  first  glance  that  looks  like  a 
lot  of  downsizing,  but  it  doesn't  begin  to 
take  into  account  the  truly  startling  im- 
pact of  higher  prices,  increased  produc- 
tion and  the  recent  acquisition  of  P&O 
Oil  Corp.  and  chunks  of  Shenandoah  Oil 
on  Southland's  income  sheet.  In  the  first 
quarter  Southland's  revenues  rose  76% 
(from  $51.4  million  to  $90.6  million!, 
while  earnings  lumped  86%  from  $10.1 
million  to  $  1 8.8  million.  That's  on  top  of 
a  40%  gain  in  revenues  and  a  32%  gain 
in  earnings  per  share  last  year. 

It  has  taken  a  lot  of  debt — about 
$385.9  million  worth — to  torce-feed 
those  results.  Ion  Brumley,  CEO  of 
Southland,  has  a  simple  growth  strategy: 
Use  credit  to  buy  production,  and  cash 
flow  to  operate.  Channeling  a  partially 
tax-free  $2.50  a  year  per  unit  to  share- 
holders (that  estimate  doesn't  include 
the  prospect  of  the  higher  prices  almost 
certain  to  show  in  the  trust  revenues) 
would  allow  Brumley  to  stop  paying  any 


othei  dividends  at  all.  They  hb 
been  lavish  (57  cents  a  share  cuml 
Inn  the  saving  would  enhance  casll 
by  $13.2  million  a  year.  | 

The  determined  Brumley,  who  \ 
his  working  days  with  a  timed 
mile  run  around  the  Shady  Oaks  Crj| 
Club  in  Ft.  Worth,  obviously  intei| 
go  right  on  plowing  huge  amoui| 
cash  back  into  exploration 

One  conservative  estimate  is  tha  I 
share  of  the  new  Southland  w  | 
backed  by  $25  worth  of  assets,  mcll 
about  3  million  exploration  acres  sj 
over  the  Gulf  Coast,  the  Williston 
and  the  Anadarko  Basin  and 
among  other  places.  Brumley  dtl 
challenge  the  suggestion  that  Soutrl 
posttrust,  will  generate  a  cash  flcl 
better  than  $3.50  a  share.  Figure  th«| 
Southland,  like  the  old,  at  about  10 
cash  flow  and  somewhere  further 
the  road  the  stock  may  be  at  aboil 
t  )ppenheimer's  Greenspan  estimate! 
new  Southland  will  probably  trac| 
better  than  $25  until  the  novelty 
trust  move  wears  off.  If  so,  and  puttl 
$30  value  on  the  trust  units,  Soutll 
holders  will  be  getting  a  package  vf 
about  $55. 

Currently,  however,  the  marktl 
quoting  Southland  at  around  52.  ThJ 
count  says  something  about  the  u.[ 
tainty  of  the  IRS  going  along  witrl 
move,  but  it  can  in  no  way  be  consll 
as  an  indictment  of  Brumley's  oj 
tives.  He  feels  the  market  has  beerl 
dervaluing  Southland.  "Our  aim 
maximize  the  value  of  stockholders! 
vestment,"  he  says. 

If  that  doctrine  sounds  suspicicl 
idealistic  in  an  environment  whercl 
interests  of  management  and  the  hi 
ests  of  stockholders  often  seem  helpl 
ly  divergent,  put  it  down  to  an  exi 
sion  of  enlightened  self-interest.  Fa:" 
trusts  and  insiders  own  about  14*51 
Southland,  a  powerful  incentive  to  m| 
mize  values.  "Our  options  are  our 
big  asset,"  says  Brumley.  "It's  easi 
identify  with  stockholders." 

The  big  question  is  whether  the 
emment  will  go  along  with  Mesa's- 
now  Southland's — interpretation  of  I 
law.  The  trust  mechanism  as  they've! 
signed  it  is  still  so  new  that  everyorl 
operating  in  a  kind  of  twilight  zone.  /| 
often  does  with  novel  readings  of 
law,  the  IRS  declined  to  give  Mes 
ruling  before  its  trust  plan  went  rntcl 
feet  last  fall.  The  government  may  t| 
mately  argue  that  the  trusts  are  not 
sive  intermediaries  but  corporations  I 
ble  to  the  same  old  tax  burden  I 
everyone  else.  That  would  throw  saml 
the  gears  and  probably  touch  off  a  sp| 
of  Litigation. 

Meanwhile,    a    goodly  number 
smaller  oil   companies   are  watch| 
with  considerable  interest — and  so 
their  stockholders.— Richard  Phalon 
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ssion  or  no,  Americans  are  gambling, 
ng  theme  parks,  buying  home  entertain- 
t.  They  are  spending,  but  selectively 


Watching 
the  dollars 


^cession?  It  didn't  look  like 
me.  A  bright,  sunny  Saturday 
norning  late  in  June  and  auto- 
were  pouring  into  the  parking 
Sreat  Adventure,  a  New  Jersey 
>ark  owned  by  the  GSC/Six  Flags 
iry  of  Penn  Central  Corp.  Great 
are,  the  nation's  largest  non-Dis- 
k,  is  1,500  acres  of  fun  and  rides 
)  miles  from  New 
ity.  By  noon  the 
lot  was  full  and 
ere  30,000  people 
park — many  men 
shirtless,  many 
in  halter  tops  and 
shorts — waiting 
ily  in  long  lines, 
ig  on   the  roller 
and  munching 
on  hamburgers 
ich  fries. 

listen  to  Mary 
a  nurse  from  near- 
)ckland  County 

waiting  in  line 
ler  engineer-hus- 
ink  to  plunk  down 

each  for  them- 
id  their  three  chil- 

Great  Adventure, 
year  we  budget  a 
f  traveling,"  she 
ut  this  year  we're 
;  were  originally 

Disney  World  but 
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reports  that  gaso- 


line deliveries  for  the  first  six  months  of 
1980  are  down  about  7%  over  the  same 
period  last  year.  Although  it  has  rebound- 
ed since,  Holiday  Inns  had  6%  fewer 
customers  in  May  and  the  bulk  of  the  dip 
was  in  double-occupancy  rooms — the  va- 
cation market — which  is  about  half  of 
Holiday  Inn's  total  business.  More  to  the 
point,  traffic  in  roadside  hotels  was  espe- 


Great  Advent ur 
This  summer 


e's packed  rides 

Americans  are  buying  only  good,  value. 


cially  hard  hit  earlier  in  the  season.  Best 
Western's  traffic  has  been  holding  up, 
partially  because  it  has  made  a  big  push 
to  attract  foreign  tourists.  Hilton's  hotels 
in  vacation  spots  have  been  hit — down 
20%  in  Hawaii,  for  example.  In  Las  Ve- 
gas, where  Hilton  used  to  turn  away  30% 
of  prospective  customers  on  weekends, 
it  now  has  rooms  available. 

The  restaurants  are  having  a  tough 
time,  too.  According  to  Robert  Emerson 
of  Salomon  Brothers,  business  at  medi- 
um-price restaurants  (offering  meals  for 
around  $12)  is  down  about  10%  in  real 
terms — i.e. ,  discounting  the  price  in- 
creases of  the  past  year.  The  less  expen- 
sive, family-style  restaurants  with  tabs 
of  $4  to  $5  are  doing  even  worse — down 
between  15%  and  20%.  Ponderosa  Sys- 
tems, for  example,  had  16%  fewer  cus- 
tomers in  the  quarter  ending  in  May. 
Even  the  fast-food  places  are  down 
around  1%  to  2%  in  real  terms  over  a 
poor  1979.  This,  says  Emerson,  despite 
declines  in  beef  and  chicken  prices  and 
unusual  aggressiveness  in  the  introduc- 
tion of  new  foods.  A  Roper  poll  in 
March  this  year  found  that  31%  of  peo- 
ple surveyed  had  had  dinner  in  a  restau- 
rant in  the  previous  seven  days,  vs.  51% 
in  March  1978. 

Movies  are  down  too. 
Variety  reported  that  at- 
tendance for  June  dropped 
14%  compared  to  last 
year.  "We  have  a  crop  fail- 
ure of  rather  impressive 
dimensions,"  says  an  in- 
dustry observer.  What  he 
means  is  that  the  films 
unveiled  so  far  in  1980 
have  been  extraordinarily 
disappointing  despite  a 
galaxy  of  established  stars. 
When  people  have  tight 
budgets  they  tend  to  be  far 
more  cautious  about 
spending  money  on  mar- 
ginal entertainment. 

The  record  industry  had 
a  poor  1979,  and  sales  are 
down  even  further  this 
year.  Some  retailers  and 
distributors  estimate  unit- 
sales  declines  as  high  as 
20%  or  more.  The  heavy 
hitters  like  Billy  Joel  and 
the  facksons  continue  to 
sell  well,  but  the  second- 
and  third-tier  performers 
are  hurt.  One  major  rea- 
son is  that  record  compa- 
nies have  increased  list 
prices  to  an  average  $8.98. 
Consumers  have  respond- 
ed by  buying  fewer  rec- 
ords and  concentrating  on 
discounted  records  selling 
for  around  $5.  At  that  lev- 
el, unit  sales  are  up.  In  a 
gutsy  move,  CBS  last  fall 
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lowered  the  hs"t  prices  on  some  records 
past  their  first  peak  by  such  big  stars  as 
Billy  Joel,  the  Jacksons  and  Bob  Dylan — , 
to  $5.98,  working  out  new  royalty  ar- 
rangements with  the  artists.  The  gambit 
paid  off  and  now  other  manufacturers  are 
following  suit. 

The  rising  price  of  records  has  exacer- 
bated one  of  that  industry's  biggest  prob- 
lems: taping.  "My  son  goes  to  an  expen- 
sive private  school  where  the  kids  can 
buy  pretty  much  what  they  want,"  says 
Harold  Okinow,  president  of  Lieberman 
Enterprises,  a  big  record  distributor.  "He 
tells  me:  'Dad,  we're  in  trouble.  Every- 
body's taping.  Nobody's  buying  rec- 
ords.' "  With  radio  stations  playing  en- 
tire albums  without  commercial  breaks 
and  people  trading  records,  taping  is  a  far 
cheaper  alternative  to  buying  albums.  A 
tour-pack  of  Ampex  tapes  sells  for  around 
$6.50  and  can  record  12  albums  worth  up 
to  $72.  Not  surprisingly,  cassette  sales 
are  up  as  much  as  30% .  More  significant- 
ly, imports  of  eight-track  and  cassette 
recorders — few  are  made  in  the  U.S. — are 
up  almost  18%  this  year. 

Isn't  anything  doing  well?  Well,  yes. 
Youth  hostels,  so  popular  in  Europe,  are 
catching  on  in  the  U.S.;  Broadway  shows 
and  their  touring  companies  are  up 
sharply,-  betting  on  horses  and  lottery 
ticket  purchases  are  up;  and  legalized 
gambling  is  up  30%.  Theme  parks  that 
are  within  range,  round  trip  on  a  tankful 
of  gasoline,  are  also  doing  quite  well. 
Great  Adventure  is  up  11%  over  last  year 
and  overall  attendance  at  GSC  Six  Flags' 
five  other  parks,  all  near  maior  cities,  are 
also  up.  All  six  parks  are  now  installing 
gasoline  pumps  to  attract  more  visitors. 
Disneyland  is  up.  Disney  World,  on  the 
other  hand,  located  somewhat  farther 
from  maior  population  centers,  is  flat. 

Home  entertainment  is  up.  People  are 
buying  taping  systems,  video  systems, 
electronic  and  video  games.  A.C.  Nielsen 
reports  that  television  viewership  is  still 
increasing  steadily  and  has  reached  rec- 
ord highs.  And  that  doesn't  include  cable 
television  viewership.  Cable  viewers 
watch  about  15%  more  television  than 
others  do  and  the  proportion  of  cable- 
homes — currently  22% — is  increasing 
rapidly.  Clearly,  one  of  the  things  Ameri- 
cans are  doing  to  entertain  themselves 
this  summer  is  staying  at  home. 

There  is  some  indication  that  June 
may  have  seen  the  bottom  of  the  sum- 
mer doldrums.  Holiday  Inns  reports  an 
increase  in  occupancy  rate  for  June  and 
Best  Western,  which  gets  89%  of  its 
business  from  automobile  traffic, 
showed  reservations  up  9%  over  1979  for 
the  month  of  June.  When  the  final  figures 
are  in,  it  may  even  prove  that  Americans 
spent  as  large  a  portion  of  their  incomes 
on  entertainment  as  they  ever  have.  The 
difference  this  summer  is  that  they  are 
choosier  about  how  they  spend  their 
money.  And  that's  not  bad.  ■ 


U.S.  Tobacco's  snuff-sales  growth  seems  ej 
less,  but  CEO  Louis  F.  Bantle  works  his  mar 
hard  to  make  it  look  that  way. 


Nothing  to 
sniff  at 


BARRELING  DOWN  THE  HIGHWAY  to 
Houston  in  his  pickup  in  the  mov- 
ie Urban  Cowboy,  John  Travolta 
digs  into  his  jeans,  hauls  out  a  little  tin  of 
Skoal  snuff  and  dips  a  pinch  between 
lower  lip  and  gum.  While  this  might 
strike  you  as  delusive  cowboy  macho  or  a 
revolting  bit  of  extinct  Americana,  to 
Louis  F.  Bantle,  CEO  of  U.S.  Tobacco 
Co.  it's  money  in  the  bank.  Snuff— finely 
cut,  moist,  aged  tobaccb — is  big  business 
to  him  and  he's  got  lots  of  new  custom- 
ers, many  Travolta's  age. 

In  1979  U.S.  Tobacco  had  sales  of  over 
$233  million.  Of  that  total,  60%— $140 
million — came  from  sales  of  moist 
snuff  like  Happy  Days,  Skoal  and 
Copenhagen.  The  market  for 
snuff  amounted  to  25  million 
pounds  last  year,  mainly  to.  men 
who  must  keep  their  hands  free  in 
their  work  or  for  whom  an  open 
flame  would  be  a  hazard — miners, 
lumberjacks    or   anyone  working 
around  petroleum.  While  that  is 
small  compared  to  the  ciga- 
rette market,  UST  has  it 
pretty  much  to  itself. 

Last  year  was  the  fifth  year  in 
a  row  that  sales  have  increased  over 
10%.  Earnings  were  $32  million,  up  15% 
over  1978 — the  nineteenth  year  they 
have  improved— and  in  the  first  quarter 
of  1980  they  advanced  another  12%. 
Most  of  that  growth  has  been  in  the  1 8-to- 
35  age  group,  especially  in  the  Southeast 
and  Southwest,  where  sales  have  jumped 
145%  and  108%  respectively  since  1975. 
Says  Bantle:  "If  you  go  to  high  school  in 
Texas  and  you  don't  have  a  can  of  snuff  in 
your  pocket,  you're  out."  Some  of  this  age 
group  have  taken  to  dipping  snuff  after 
turning  off  marijuana,  he  says,  and  the 
company  hopes  to  convert  others  with  its 
latest  series  of  ads,  featuring  sports  and 
rodeo  stars  plugging  the  individuality 
snuff  supposedly  confers. 
It  is  in  the  nature  of  snuff  that  a  novice 


has  to  be  personally  introduced  ad 
structed  by  a  user.  "You've  got  i 
careful  not  to  swallow  it,"  says  B 
jokingly,  "because  it  sure  will  dev 
you."  For  such  reasons,  the  pre 
doesn't  take  to  being  mass-markete 
stead  it  developed  a  marketing  anc 
tribution  network  so  sensitive  thl 
knows  almost  daily  how  and  whei 
products  (which  are  dated  for  fresr 
much  like  dairy  products)  are  mo 
This    measured  responsiveness 
much  of  a  spectacle,  but  it's  a  fine  ail 
Another  17'/2%  of  UST's  sales  c<| 
from  smoking  tobacco,  where  its 
tobaccos  account  for  one-fifth  o 
U.S.  market  (Borkum  Riff  and 
phora  are  the  top-selling  imp« 
In  this  area  and  in  UST's  cigar 
sion  as  well,  the  industry' 
cline  is  being  offset  by  re 
from  premium-priced  items,  w 
have  posted  excellent  unit  volui 
The  same  can't  be  said,  tho 
for  UST's  Cadillac  pet-foods 
sion,  which  produces  only 
of  sales  and  2%  of  profits,  ai 
up  for  sale.  Subsidiaries  li 
to  be  kept  are  the  Henry,  Leo: 
&  Thomas  pipe  division,  Nati'i 
Pen  &  Pencil  Co.  and  wineries  in  W 
ington  State.  For  the  future,  Bantl 
looking  to  the  development  of 
Michigan  TV  stations  that  he  bougf 
distress  prices. 

But  smokeless  tobacco  will  remain 
core  of  UST's  business.  Bantle  feels 
national  snuff  market  is  capable  of  gt 
to  100  million  pounds  per  year  by  the 
of  the  century — much  of  it,  he  figu 
consumed  by  people  who  have  stop 
cigarette  smoking  but  can't  give  up 
bacco  entirely.  Considering  his  sensi 
ity  to  the  current  market,  it  wouldn' 
surprising  if  UST's  niche  continues 
enlarge.  After  all,  U.S.  Tobacco  has  b 
thriving  in  a  market  most  pec 
thought  was  doomed  a  long  time  ago. 
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INFORMATION  PROCESSING 


Are  professional  people  lousy  investors?  Here's 
one  who  definitely  defies  the  generalization. 


Dr.  Denton  Cooley's 
double  life 


Profile 


Every  evening  at  6,  heart  surgeon 
Denton  Cooley  leaves  his  clut- 
tered office  at  Houston's  Texas 
Heart  Institute.  With  the  gait  of  an  ath- 
lete he  strides  to  a  waiting  room  crowded 
with  the  families  of  the  day's  patients. 
Every  face  lights  up  when  Cooley  steps 
into  the  room;  and  as  he  passes  from  one 
to  another,  speaking  a  few  words  of  reas- 
surance, they  break  into  beatific  smiles, 
like  penitents  given  absolution.  As  he 
walks  back  to  his  office,  a  Mexican- 
American  girl  stops  him  and  pleads  in 
soft,  halting  English  for  him  to  "help  my 
brother."  "You  tell  him  to  come  see  me, 
honey.  We'll  fix  him  up,"  he  says  kindly, 
and  then  slips  into  a  ward  where  she 
cannot  follow.  His  office  door  is  un- 
marked to  discourage  callers;  he  has  no 
time  to  waste  on  casual  conversations. 

Cooley  has  it  all.  He  is  probably  the 
world's  best  heart  surgeon,  and  indisput- 
ably the  most  prolific:  In  35  years  he  has 
performed  over  80,000  heart  operations, 
including  22  heart  transplants.  The  Tex- 
as Heart  Institute  was  built  around  and 
for  him,  and  there  he  is  an  industry  in 
himself.  He  supervises  25  to  30  opera- 
tions a  day,  performing  12  to  15  of  the 
hardest  himself  at  up  to  $3,500  a  crack.  In 
all  he  will  generate  some  $50  million  in 
revenues  for  THI  this  year.  Of  that,  his 
medical  practice  will  gross  nearly  $2  mil- 
lion. He  has  a  mansion  in  River  Oaks, 
Houston's  ne plus  ultra  neighborhood.  At 
age  59,  he  is  handsome,  trim  and  healthy. 

For  most  people  that  would  be  enough. 
But  Denton  Cooley  is  also  a  highly  suc- 
cessful real  estate  investor  and  developer. 
In  the  last  two  decades  he  has  accumulat- 
ed real  estate  worth  $12  million  on  the 
books  and  more  like  $30  million  at  mar- 
ket. He  owns  2,200  acres  in  and  just 
beyond  Houston's  southwest  section, 
the  fastest-growing  part  of  town.  He 
owns  12%  of  the  Grand  Hotel  near  the 
posh  Galleria  shopping  and  office  com- 


plex and  13%  of  a  Houston  Hilton.  He 
has  invested  another  $1.5  million  in 
three  Houston  banks,  and  he's  a  partner 
in  65  joint  ventures  in  apartments,  coal 
mining  and  oil  and  gas  exploration.  Alto- 
gether, Cooley's  net  worth  is  probably 
around  $40  million. 

How  does  he  run  his  professional  career 
and  invest  so  successfully  at  the  same 
time?  The  key  is  organization — organiz- 
ing his  time  to  let  him  do  only  those 
things  he  does  best.  The  doctors  who 
assist  him  cut  open  a  patient's  chest  and 
pry  the  breastbone  apart  with  metal  re- 
tractors. They  make  slits  in  the  heart  and 
its  main  artery  and  insert  tubes  from  a 
machine  that  does  the  work  of  the  heart 
and  lungs,  pumping  and  oxygenating  the 
blood.  A  splash  of  cold  salt  water  stops  the 
heart.  Cooley  performs  the  operation — 
usually  in  30  to  40  minutes,  half  the  time 
it  would  take  most  other  surgeons — and 
then  he's  off  to  another  of  THI's  eight 
operating  rooms.  His  assistants  remove 
the  tubes  and  close  the  slits,  and  the  heart 
resumes  its  beat.  They  shut  the  chest, 
sew  it  up  with  wire  and  thread  and  send 
the  patient  to  the  recovery  room.  If  it 
sounds  like  an  assembly  line,  consider 
this:  Cooley's  patients  have  a  97.5%  re- 
covery rate,  even  though  he  takes  some 
cases  other  surgeons  refuse. 

His  business  dealings  are  arranged 
with  the  same  efficiency.  He  has  a  three- 
man  staff  to  take  care  of  the  details.  It  is 
headed  by  a  full-time  executive  assistant, 
CPA  Gerald  Maley.  When  it  comes  to  a 
decision  only  Cooley  can  make — to  buy 
or  to  sell,  whether  and  how  to  develop  a 
given  piece  of  land — Maley  slips  into  his 
office  for  a  few  minutes  to  get  the  final 
word.  Otherwise  Maley  is  careful  to  be 
sparing  of  Cooley's  time. 

Some  of  the  decisions  are  intricate  in- 
deed. In  1978  Cooley  paid  $2  million  for 
the  Hotel  Galvez,  a  69-year-old  resort 
hotel  in  Galveston.  Cooley  and  a  Hous- 
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"The  West  is  ' 

more  tesilient 

Economist  Ezra  Solomon  says  that 
Western  America  holds  up  better  againsl 
recession,  and  will  bounce  bach  faster. 


"The  West  is  not  immune 
to  recession','  says 
Ezra  Solomon,"but  it  is 
less  affected  than  other 
regions,  and  its  ability 
to  recover  is  stronger. 
Here  are  some  of  the 
reasons  why: 


1. 

"A  basic  strength  of  the  Western 
market  is  its  diversified  economy.  Like 
an  investors  diversified  portfolio,  it 
provides  balances  against  the  extremes 
of  the  cycles. 

2. 

"The  West  has  younger,  more 
innovative  industries  (electronics, 


aerospace,  high  technology  research), 
a  wealth  of  resources,  and  a  powerful 
agricultural  base. 

3. 

"It  has  innovative  marketers,  and 
experimental-minded  consumers. 
Many  of  the  national  trends  get  started 
in  the  West. 

4. 

"Its  economy  is  bolstered,  and  will 
be  increasingly,  by  Transpacific  trade, 
which  already  surpasses  the  entire  U.S. 
trade  with  the  Common  Market* 

5. 

"The  housing  market  usually  leads 
recovery,  and  the  West,  with  its  heavy 
in-migration,  new  industries,  and  a 
young  population,  has  an  enormous 
pent-up  demand.  When  the  action 
begins,  the  Wests  inventory  of  unsold 
homes  will  disappear  rapidly.  Recovery 
definitely  will  be  faster  in  the  West!' 

*( Sunset  has  reported  on  the  Pacific 
Basin  since  1898,  and  was  a  founder 
member  of  the  Pacific  Area  Travel 
Association.  PATA  is  holding  its  30th 
Annual  Conference  in  Los  Angeles  and 
San  Francisco,  February  17-24,  1981.) 


EZRA  SOLOMON  was  born  in  Burma,  graduated 
from  the  University  of  Rangoon,  served  with  the 
British  Navy  in  World  War  II,  and  took  his  Ph.D.  in 
Finance  at  University  of  Chicago  in  1950.  He  was 
founding  director  of  the  Center  for  Advancement  of 
Management  Education  at  Stanford  University, 
and  is  today  the  Dean  Witter  Professor  of  Finance 
in  Stanford's  Graduate  School  of  Business 
Administration.  He  has  served  in  Washington 
on  the  President's  Council  of  Economic  Advisers, 
and  has  influenced  economic  thinking  throughout 
the  world  with  his  authoritative  writing. 


The  Chinese  word  for 
"crisis"  contains  two 
characters.  One  of  then 
means  "opportunity." 

That  was  the  headline  of  a  Sunset 
advertisement  which  appeared  nation- 
ally in  December,  1973,  when,  you  will 
remember,  oil  shortages  were  on  every 
ones  mind,  and  a  recession  was  gettin, 
underway. 

We  saw  a  heartening  moral  in  the  way 
the  Chinese  put  the  word  crisis 
together:  one  character  representing 
danger,  the  other,  opportunity. 

Sunset  responded  to  the  urgencies  then 
as  it  has  done  through  the  years,  by 
showing  Westerners  how  to  minimize 
problems  and  often  turn  them  into 
opportunities:  how  to  save  energy, 
conserve  water,  maintain  and  improve 
their  homes  economically,  and  enjoy 
gracious  foods  at  modest  expense, 
for  example. 

Another  crisis, 

other  problems  in  need 

of  solution. 

Today  it's  anxiety  time  again.  Recessioi 
inflation,  unemployment.  Tensions  in 


A'orld  around  us.  And,  in  the  midst 
all,  a  nervous  mountain  blows 
3p.  Like  the  dynamic  Western 
ket,  our  land  is  still  evolving. 

ire  not  Pollyannas  at  Sunset, 
we  have  been  through  a  lot  of  ups 
downs  in  our  51  years  as  The 
azine  of  Western  Living,  and  as 
lfluential  periodical  since  1898. 
mow  that  problems  are  a  spur  to 
evement  for  determined  Americans. 
iy  of  the  positive  trends  are  born  in 
Aest,  and  quickly  spread  to  the  rest 
e  country,  and  around  the  world. 

st  number  of  those  creative 
tern  ideas  receive  both  exposure 
implementation  in  the  helpful 
;s  of  Sunset  Magazine  and  Sunset 
is.  Millions  of  Westerners,  in 
1  times  or  bad,  vote  Sunset  the  most 
ful  magazine  they  read.  (And 
■  kept  its  circulation  growing  faster 
the  West's  population.) 

:ed  the  word  of 
.Solomon. 

keters,  plagued  by  rising  costs 
declining  markets,  will  do  well  to 
1  the  counsel  of  Ezra  Solomon:  the 
t  is  more  stable  during  recession, 
geared  to  faster  recovery. 

West,  with  19%  of  the  U.  S.  popu- 
n,  has  close  to  50%  of  the  total  land 
,  and  a  lion's  share  of  resources, 
e  West  were  a  nation,  it  would 
;  fifth  in  the  world  in  GNP,  and  top 
lajor  industrialized  nations  in 
:apita  income. 

?rding  to  latest  U.  S.  Census 
nates,  nine  of  the  ten  states  with 
astest  growth  rate  in  the  70s  are  in 
i/Vest,  and  over  half  of  the  Western 
vth  has  come  from  in-migration, 
:t  which  reinforces  Ezra  Solomon's 
liction  that  the  inventory  of  unsold 
sing  in  the  West  will  disappear 
dly. 

j  is  the  West  doing  in  the  recession? 
artment  of  Commerce  figures 


show  first  quarter  retail  sales  markedly 
stronger  in  the  West  than  in  the  rest 
of  the  U.  S.  Durable  goods  sales  were  up 
3.2%,  against  0.2%  in  the  rest  of  the 
country.  California's  foreign  trade  was 
up  30%  in  the  first  four  months  of  1980. 

Fabian  Linden,  Director  of  Research 
for  the  Conference  Board,  wrote  in  the 
June  issue  of  Across  the  Board, 
"Household  incomes  are  also  affected 
by  the  region  in  which  you  live.  The 
largest  differences  are  in  the  South, 
where  per  capita  income  runs  some  7% 
below  par,  and  in  the  West,  where 
it  is  9%  above'.' 

Ezra  Solomon  has  the  great  word  for 
the  West:  Resilient. 

The  West 

is  also  optimistic. 

As  Sunset's  Chairman  and  Publisher, 
Bill  Lane,  reported  to  the  Western 
Governors'  Conference  at  Lake  Tahoe 
on  June  10,  "History,  plus  the  later 
mass  migration  for  gold  and  silver,  have 
left  a  pioneer  spirit  with  Westerners. 
They  tend  to  be  more  adventurous,  more 
willing  to  make  changes,  to  take  risks, 
and  to  experiment." 

"The  Westerner','  Bill  more  recently 
stated,  "is  tough  and  fights  back.  What 
better  example  than  San  Francisco 
after  the  earthquake  and  fire  of 
April,  1906? 

The  following  month,  the  lead  article 
in  Sunset  Magazine  prophesied: 
Every  eye  is  on  the  future:  a  new 
San  Francisco,  larger,  more  beautiful, 
stronger,  and  more  inviting  in  every 
way  than  the  one  whose  ashes  now 
cover  nearly  twelve  square  miles'.' 

Business  executives  now  have  the 
opportunity  to  concentrate  on  a  market 
where  the  pioneering  spirit,  the  ability 
to  adapt  and  roll  with  the  punch, 
is  a  major  strength. 

The  market  is  Western  America,  and 
the  access  to  its  most  stable  customers 
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is  Sunset  Magazine,  better  equipped 
than  ever  before  in  its  history  to  serve 
the  needs  of  its  mass  audience  of 
5.2  million  readers.  And  to  serve  its 
advertisers  with  three  separate 
advertising  editions. 

Sunset  Books  and  Sunset  Films  are 
products  of  the  same  skills  that  make 
Sunset  Magazine  the  indispensable 
idea  source  for  Westerners. 


The  Magu.2i  ne  of  Western  Living 
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Lane  Publishing  Co.,  Menlo  Park,  California  94025 
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ton  hotel  developer  shared  the  $9.5  mil- 
lion cost  of  renovation,  and  the  Galvez 
reopened  in  June  as  a  Marriott  franchise. 
Because  the  Galvez  is  a  national  historic 
monument,  Cooley  can  write  off  the  im- 
provements— some  $8.5  million  in  this 
case — in  5  years,  instead  of  a  more  nor- 
mal 20  years.  If  he  chooses,  he  can  shel- 
ter his  medical  income,  which  is  taxed  at 
50%,  behind  the  depreciation.  After  five 
years,  he  will  have  little  depreciation  to 
offset  the  hotel's  profits,  which  as  in- 
vestment income  are  taxed  at  70%.  But 
Cooley  and  his  advisers  know  what 
many  investors  often  forget:  that  money 
has  a  dimension  in  time.  By  reinvesting 
the  money  that  otherwise  would  go  to 
taxes,  he  can  use  it  as  productive  capital 
for  five  years.  In  this  sense,  a  tax  dollar 
deferred  is  a  capital  dollar  borrowed  in- 
terest-free.   Cooley   understands  such 


them,  'Nothing's  on  the  market,  but  if 
you  want  to  come  forth  with  an  earnest- 
money  contract,  we'll  look  at  it.'  But  I 
won't  give  them  a  price  because  we  nev- 
er set  prices.  If  they  make  an  offer  we 
can't  refuse?  Why,  we  take  it." 

Cooley  sometimes  sells  part  of  a  tract 
and  lets  the  buyer  develop  it,  thereby 
escalating  the  value  of  the  land  he  keeps. 
In  1973  he  bought  1,100  acres  in  a  rural 
town  southwest  of  Houston.  Four  years 
later  he  sold  225  acres  to  U.S.  Home  for 
residential  development,  doubling  the 
value  of  the  875  acres  he  still  holds. 

Cooley  has  always  liked  dealing  in  raw 
land  because  it  doesn't  distract  from  his 
medical  pursuits.  He  and  his  staff  don't 
have  to  worry  about  details  like  building 
permits,  dealing  with  contractors  and 
raising  construction  money.  But  chang- 
ing tax  laws  have  forced  some  changes  in 


CPA  Gerald  Maley,  Cooley's  business  manager 

"If  they  make  an  offer  we  cant  refuse?  Why,  we  take  it.' 


complexities  almost  instinctively. 

His  basic  investment  strategy  is  sim- 
ple. Deceptively  so:  He  buys  large  tracts 
of  land  to  the  west  of  a  city — "Houston, 
like  most  American  cities,  is  growing 
west,"  he  explains — and  keeps  it  until 
the  city  catches  up  with  it.  He  leverages 
heavily  at  the  outset.  Cooley  likes  to  buy 
on  thoroughfares  and  intersections,  like 
the  25  acres  he  bought  eight  years  ago  on 
a  corner  in  southwest  Houston.  He  sold 
the  tract  last  March  for  a  200%  profit. 
"You  don't  have  to  be  very  bright  to 
recognize  that  those  sites  are  blue  chip," 
he  says.  "Something  is  going  to  be  there. 
It's  just  a  question  of  how  long  until  it 
materializes." 

Cooley  started  25  years  ago  with  a  few 
sound  principles  like  that,  and  he's  made 
his  fortune  by  sticking  to  them.  "Buying 
real  estate,  particularly  undeveloped  real 
estate,  is  not  like  shooting  craps,"  he 
says.  "You're  in  it  for  the  long  pull,  or 
you  shouldn't  be  in  it  at  all."  He  was 
never  swayed  by  real  estate  fads;  he  nev- 
er sold  out  at  the  first  hint  of  a  panic;  he 
never  tried  to  buy  slum  property,  dress  it 
up  and  turn  a  quick  profit.  He's  still  hold- 
ing property  he  bought  20  years  ago,  and 
he  never  lists  it  for  sale.  "I  get  calls 
constantly,"  says  Maley,  "and  I  tell 


his  strategy.  When  Cooley  first  began 
investing,  he  could  write  off  100%  of  the 
interest  expense  on  his  borrowed  money. 
In  1976,  however,  Congress  imposed 
stringent  limits  on  investment  interest 
deductions  unless  offset  by  investment 
income.  So  Cooley  began  putting  some 
of  his  money  into  income-producing 
ventures,  such  as  a  recent  joint  venture 
with  a  Houston  town  house  developer. 

As  another  income-producing  invest- 
ment, Cooley  is  developing  a  100-acre 
tract  he  owns.  On  5  acres  a  six-story,  $8 
million  office  building  is  going  up,  a  joint 
venture  with  a  local  developer.  One  of  the 
banks  he  has  invested  in  will  be  the  major 
tenant;  the  rest  is  speculative.  Cooley 
plans  to  spend  $2  million  to  lace  the  tract 
with  streets  and  sewers,  and  then  he  and 
Dallas  real  estate  king  Trammell  Crow 
will  build  an  office  and  warehouse  park  on 
another  30  acres.  Cooley  has  not  yet 
decided  what  to  do  with  the  remaining  65 
acres.  He  will  develop  it  himself,  perhaps 
with  another  hotel  or  office  building,  or 
sell  small  parcels  with  restrictions  on 
their  use.  Patience  is  the  name  of  the 
game.  Few  investors  really  have  it. 

Has  Cooley  ever  made  a  bad  real  estate 
investment?  Sure,  he  says,  but  not  in 
Houston.  In  1965  he  and  two  partners 


bought  100  acres  on  a  freeway  sot 
San  Francisco.  After  ten  years  of 
to  develop  it,  Cooley  sold  out  and  to 
over-$  100,000  loss.  "Every  time] 
wanted  to  push  some  dirt  or  move  a 
the  environmentalists  came  dow 
you,"  he  complains.  "If  we  had  had 
same  piece  of  property  in  Houj 
[where  zoning  laws  don't  exist  andl 
vironmentalist"  is  a  dirty  word| 
would  have  been  a. glorious  investmi 

Cooley's  family  has  lived  in  Hoi 
for  a  century,  since  his  grandfather,  I 
estate  man,  moved  from  Nebraska  t 
velop  the  town's  first  classy  neig. 
hood,  the  Houston  Heights.  His  f 
was  a  reasonably  prosperous  dentist 
Cooley  often  felt  himself  a  step  h 
the  offspring  of  other  old  Houston 
ilies.  This  made  him  want  seriously 
rich.  Says  he:  "In  a  capitalistic 
what  other  objective  measure  is  th 

Cooley  was  always  an  achieve! 
was  a  star  basketball  player  at  the 
versity  of  Texas.  Johns  Hopkins  Un 
sity  School  of  Medicine  in  Balti: 
came  next  and  then  a  senior  residen 
Brompton  Hospital  for  Chest  Diseas 
London.  In  1951  he  returned  to 
Houston's  other  top  heart  surgeon, 
chael  DeBakey,  on  the  Baylor  Unive 
College  of  Medicine  staff. 

In  1967  Dr.  Christiaan  Barnard 
formed  history's  first  heart  transpla 
Capetown,  South  Africa.  Within 
the  first  in  the  U.S.  followed,  at  Mail 
ides  Hospital  in  New  York.  In  M« 
1968  Cooley  performed  the  first  in  F1 
ton,  but  he  was  stymied  by  a  lac 
donors,  especially  ones  whose  tis 
matched  well  enough  to  minimizt 
body's  rejection  processes.  So  he  n 
research  on  an  artificial  heart  to  kfi 
patient  alive  until  a  donor  coul<| 
found.  In  1969,  after  a  bitter  dispute 
DeBakey  over  the  use  of  one  model, 
ley  left  Baylor  and  built  Texas  Heai 
stitute  across  the  street.  Since  197" 
has  been  working  on  the  ALVAD  de 
a  replacement  for  the  left  ventricle, 
step  toward  a  total  artificial  heart. 

Cooley  is  a  real  Texan — six-foot 
and  rangy,  with  a  broad  accent  and  ct 
ly  southern  manners  that  soften — if 
don't  mask — his  strong  competitivei 
He  believes  in  the  Texas  values:  coi 
vatism,  independence  and  friendlii 
"When  a  Texan  makes  a  deal,  he  lea' 
little  bit  of  change  on  the  table,"  Co 
says.  "He  doesn't  try  to  squeeze  oul 
last  nickel.  A  handshake  in  Tcxa 
probably  as  good  as  a  20-page  com 
anywhere  else." 

Any  advice  to  other  professional  r 
those  notoriously  poor  investors? 
says  Cooley:  Don't  get  too  fancy.  E 
try  to  start  a  new  trend.  Identify  an  e: 
ing  trend  and  follow  it.  Be  conserva 
In  medicine  Cooley  is  a  trailblazer,  bi 
investments  he  sticks  to  the  tried 
true. — 7bm  Mack 
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COAL  ALONE  WONT  SOLVE 
AMERICAS  ENERGY  PROBLEMS 


\merica  built  its  industrial  might 
low  cost  energy;  first  wood, 
t  coal,  then  oil  and  gas.  Now 
/be,  coal  again.  Even  today,  we 
sitting  on  more  coal  reserves 
i  we  can  use  in  a  hundred  years. 


sources,  we'll  help  America  move 
down  the  road  to  self  sufficiency. 

The  energy  business  of  the  fu- 
ture will  be  exciting  and  rewarding, 
as  long  as  we  make  efficient  use  of 
our  most  important  resource... 
Imagination. 


But  coal  alone  isn't  the  answer. 
Thats  why  MAPCO  is  involved  in 
many  kinds  of  energy  in  addition  to 
coal  —  oil,  gas,  uranium  and  geo- 
thermal.  With  efficient  and  far- 
sighted  development  of  these  re- 

V  MAPCO 

BRINGING  IMAGINATION  TO  THE  BUSINESS  OF  ENERGY 

MAPCO  INC  •  1800  S.  BALTIMORE  AVE.  •  TULSA,  OK.  741  19  •  SYMBOL  MDA/NYSE/MWSE/PSE 
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Breaking  silence 

As  quiet  over  his  firing  at  RCA  as  Jane 
Cahill  Pfeiffer  was  noisy  over  hers,  ex 
RCA  President  Mauriee  R.  Valcnte  final- 
ly broke  his  silence,  a  good  four  weeks 
after  he  was  unceremoniously  ousted 
from  his  $600,000-a-year  post.  Referring 


Ex-RCA  President  Valente 

Borrowed  words  sometimes  backfire. 

to  rumors  spread  by  RCA  executives  that 
he  had  used  the  RCA  company  plane  for 
personal  purposes,  he  replied:  "That's  a 
damned  lie." 

But  in  other  ways,  Valente  was  philo- 
sophical. What  about  RCA's  announce- 
ment that  his  performance  on  the  job 
"did  not  meet  expectations"?  Valente 
calls  the  statement  "unfortunate"  but  un- 
derstands why  Chairman  Edgar  Griffiths 
used  it.  When  CBS  Chairman  William  S. 
Palcy  fired  President  John  D.  Backe  back 
in  May,  Paley  issued  a  standard  "person- 
al-reasons" release  that  caused  a  flurry  of 
speculation  in  the  press.  "Then  Paley 
finally  said  Backe  wasn't  meeting  expec- 
tations," Valente  says.  "Griffiths  bor- 
rowed that  language  for  my  release,  hop- 
ing to  shorten  the  period  of  news  com- 
ment, but  achieving  the  reverse. 

"Now,  I  disagreed  with  his  conclusion. 
After  all,  before  going  to  RCA,  I  was 
number  two  man,  chief  operating  officer, 
at  ITT.  You  don't  get  that  job  without  a 
lot  of  hard  work.  I  don't  think  5Vi 
months  is  enough  time  to  determine 
whether  a  man  can  meet  expectations. 
In  fact,  the  board  made  that  decision  in 
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the  second  week  of  my  fifth  month." 

What's  next"  Valente  has  several  of- 
fers. Also,  a  settlement  of  $1  million  or 
so.  But  he  adds  bitterly:  "I  could  have 
done  that  job."— Robert  J.  Flaherty 

Highballing 

Richard  Dicker,  66,  the  grandfatherly 
chairman  and  CEO  of  Penn  Central 
Corp.,  has  a  Grif  Teller  painting  hanging 
in  his  midtown  Manhattan  office — a 
screaming  Pennsylvania  steam  locomo- 
tive that  seems  to  be  highballing  right 
out  of  the  past.  "I  keep  that  around  as  a 
reminder  of  the  great  contribution  the 
railroad  made  to  the  American  econo- 
my," he  says. 

But  there  are  no  locomotives,  steam  or 
otherwise,  in  the  bom-again  Penn  Cen- 
tral, since  1976  a  leisure,  real  estate  and 
energy  corppany.  Last  month  Dicker 
thrust  the  company  into  a  new  field  with 
the  $630  million  acquisition  of  Con- 
necticut-based GK  Technologies,  a  man- 
ufacturer of  wire  and  electrical  compo- 
nents. With  a  potential  $2  billion  left  in 
tax-loss  carryforwards  from  the  bad  old 
days,  Dicker  still  has  earnings  to  shelter 
from  new  acquisitions.  So  far,  those 
earnings  have  grown  slowly — from  $97 
million  in  1978  to  $101  million  last  year. 

Dicker,  who  drives  a  Maserati,  intends 
to  stay  aboard  Penn  Central  at  least  until 
he  achieves  his  goal  of  getting  it  soundly 
back  on  the  track.  For  the  time  being 
he'll  continue  poring  over  a  "long  list"  of 
potential  acquisitions,  some,  he  says,  in 
the  billion-dollar  range. 

Now,  a  visitor  asks,  how  about  a  photo 
in  front  of  the  Teller  painting?  Dicker 
shakes  his  head  firmly.  "I  don't  want 
people  to  think  of  Penn  Central  as  a 
railroad  company  anymore."— JeffBlyskal 


Elmer  by  the  horns 

Borden  CEO  Eugene  Sullivan  stepp* 
to  the  podium  at  a  Manhattan  news 
ference  last  month  to  announce  a  sv 
ing  reorganization  that  is  intendc 
bail  Borden  out  of  its  high-intensity 
return  commodity  sugar,  fertilizen 
bulk  cheese  businesses. 
The  plan  will  raise  a  hoped-for 


Sullivan  of  Borden 
How  could,  it  not  work? 

million  to  help  fund  $1.5  billion  in 
ital  spending  for  lines  like  spec 
chemicals  and  specialty  foods.  SulJ 
will  have  to  orchestrate  a  dozen  spi; 
in  this  quarter.  The  key  to  the 
thing,  he  says,  was  the  sale  of  Bore 
phosphate  mining  operations  m  Jul 
$200  million— a  deal  that  will  allow 
to  dispose  of  North  American  Si 
Smith-Douglass  fertilizer,  Mystik  1 
Lustro-Ware  and  Sterling  plastic  gt 
without  taking  a  bath  in  earnings. 
Why  did  the  60-year-old  Sullivan 
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Dicker  of  Penn  Central 
Yesterday  and  tomorrow. 
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PHILLIP5  PETROLEUM 
VA5  HERE. 


BOEING 
VAJ  HERE. 


DIAMOND  INTERNATIONAL 
WKS  HERE. 


UNITED  TECHNOLOGIES 
WAS  HERE. 


TRV 
WAS  HERE. 


VHERE  VERE  YOU  LAST  WEEK? 


What  makes  for  a  great  corporate  campaign? 
A  great  corporate  audience. 
Opinion-leaders,  decision-makers,  and  investors 
who  read  thoroughly  and  thoughtfully. 
Which  is  why  so  many  major  corporations  put  stock 
in  people  who  read  The  New  Yorker. 

YE5,  THE  NEV  YORKER 
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le  to  take  Elmer  by  the  horns?  It's 
es,  he  says.  He  points  to  another 
ructuring  at  Esmark.  (See  Forbes, 
).  "Look  at  Colgate-Palmolive 
g  off  Rubinstein,  the  Kraft-Dart 
"  he  says.  "All  these  develop- 
eflect  how  companies  are  reeval- 
to  cope  with  changing  circum- 
.  We've  been  reexamining  the 
s  for  a  long  time,  trying  not  to  be 
)y  traditional  businesses.  And  we 
alone." 

Dme,  then,  to  the  wonderful  new 
where  profitability  counts  for 
lan  mere  size  and  where  execu- 
orry  more  about  their  sharehold- 
i  they  do  about  tradition.  "It's  so 
tic,"  says  Gene  Sullivan,  "it  has 
;." — Christine  Miles 


Go  away,  please 

;f  executive  of  Twentieth  Cen- 
x  Film  Corp.,  Dennis  Stanfill,  an 

former  corporate  finance  man, 
prised  a  good  many  people  by 

his  own  among  the  knife-wield- 
eeler-dealers  who  infest  Holly- 
He  may  have  met  his  match, 

in  Herbert  J.  Siegel,  the  tough 
in  of  Chris-Craft  Industries. 
]raft  isn't  much  of  a  company — it 
:wo  TV  stations  and  a  rather 
:cked  pleasure  boat  operation — 


' Chris-Craft 


ifraid  of  Dennis  Stanfill? 


but  it  has  spent  a  few  years  arid  over  $60 
million  buying  up  21%  of  Fox  shares.  Just 
for  an  investment,  Siegel  said,  but  Stanfill 
was  hardly  convinced.  Hadn't  Siegel  tried 
earlier  to  take  over  Paramount  Pictures, 
driving  it  into  Gulf  &  Western's  arms? 
Hadn't  he  spent  eight  years  in  court  fight- 
ing Bangor  Punta  for  Piper  Aircraft?  When 
Chris-Craft  rejected  Fox'  offer  to  buy  back 
its  own  stock  for  nearly  $40  million  more 
than  Chris-Craft  paid,  Siegel  not  only 
turned  down  the  offer,  he  bought  more. 
Stanhll's  response  was  to  sue  Chris-Craft 
for  scheming  to  take  over  Fox.  Siegel's 
response?  "I've  already  been  through  eight 
years  of  litigation, "  he  told  Forbes.  "Does 
anyone  really  think  this  is  going  to  scare 
me  ? ' ' — Thomas  Jaffe 


The  Pickle  dividend 

Doing  something  about  double-dividend 
taxation  used  to  be  as  popular  in  Con- 
gress as  Yasir  Arafat  at  a  B'nai  B'rith 
picnic — a  loophole  for  the  rich,  the  liber- 
als would  call  it.  But  now  Representative 
J.J.  Pickle  (D-Tex.)  has  92  cosponsors  on 
H.R.  654,  to  defer  taxes  on  up  to  $1,500 
of  a  taxpayer's  reinvested  dividend  in- 
come. Pickle  thinks  the  number  of  con- 
gressmen jumping  on  the  bandwagon 
could  well  double. 

"In  five  years  I've  seen  the  pendulum 
swing  from  'closing  tax  loopholes'  and 
taxing  business  more  and  more  to  where 
there's  now  favorable  sentiment  for  cap- 
ital formation,"  says  the  nine-term  con- 
gressman, who  sits  on  the  powerful 
House  Ways  &.  Means  Committee. 

How  much  the  Pickle  bill  could  be 
expected  to  reduce  tax  revenues  depends 
on  who  counts.  The  committee's  staff 
study  estimates  up  to  $1  billion  annually 
after  two  years.  Pickle  thinks  it's  less. 
Supporters  claim  a  revenue  gain  by  the 


third  year — as  well  as  a  bonus  of  50,000 
new  jobs  a  year — as  the  extra  investment 
begins  to  yield  results. 

If  there's  a  tax  cut,  Pickle  says,  he's 
fairly  certain  his  bill  will  be  part  of  it. 
"But  I've  been  here  long  enough  to  know 
that  nothing  is  permanent — besides 
death  and  taxes."— Jerry  Flint 


Half -speed  ahead 

Antinuclear  activists  were  hoping  that 
President  Carter  would  tap  one  of  their 
own  as  the  next  permanent  chairman  of 
the  Nuclear  Regulatory'  Commission. 
But  they  are  in  for  a  disappointment. 
Albert  Carnesale,  a  nuclear  engineer 
nominated  by  Carter  last  month,  is  de- 
cidedly pronuclear. 

The  44-year-old  professor  at  Harvard's 
John  F.  Kennedy  School  of  Government 
phrases  those  views  carefully,  however. 
"I  would  not  see  technology  as  the  prob- 
lem. The  problem  is  defining  the  combi- 
nation of  real  safety  risks  and  perceived 
risks,"  he  says.  "In  terms  of  our  learning 
processes,  Three  Mile  Island  was  very 
important.  In  terms  of  the  risk  to  public 
health,  fortunately,  it  was  not." 

The  no-nukes  forces  are  already  beating 
the  drums  against  Carnesale,  so  he  is  quick 
to  point  out  that  being  pronuclear  is  a 
matter  of  degree .  He  cites  his  involvement 
in  the  1977  Ford  Foundation  study,  "Nu- 
clear Power:  Issues  and  Choices,"  that 
favored  nuclear  power  in  general  but  op- 
posed the  government's  proposed  Clinch 
River,  Tenn.  breeder  reactor,  since  then 
put  on  the  shelf  by  Congress.  The  fact  that 
he's  for  conventional  reactors,  Carnesale 
says,  doesn't  mean  he's  for  "everything 
that's  nuclear." — Carol E.  Curtis 
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Let  'em  play  ping-pong 

Eccentricity  is  an  honored  tradition  in 
the  British  Isles,  and  Scottish-born  Bill 
Forbes-Hamilton  seems  to  be  doing  his 
bit.  When  Britain's  soaring  unemploy- 
ment reached  1,659,676  in  June,  the  48- 
year-old  former  actor  picked  the  first  six 
off  the  unemployment  line  in  Bath,  En- 
gland and  paid  them  $3.50  an  hour  to 
play  table  tennis  and  visit  art  galleries, 
museums  and  theaters. 

A  paid-up  member  of  Margaret 
Thatcher's  Tory  Party,  Forbes-Hamilton 
says  his  idea  of  creating  "leisure  consum- 
ers" is  free  enterprise  in  action.  Micro- 
chips are  eliminating  jobs  so  fast,  he 
says,  that  retraining  is  not  the  answer — 
"leisure  is  the  only  growth  industry  left." 

Sadly  for  the  other  1,659,670  British 
jobless,  Forbes-Hamilton's  largess  was  a 
pilot  program  only  and  a  one-day  affair  at 
that  (total  cost:  $470,  of  which  $400  was 
reimbursed  by  sympathetic  locals).  "I 
have  shown  the  way,"  he  says.  "Now  it's 
up  to  others."— Barbara  Ellis 


Social  pioneer  Forbes-Hamilton 
"I  have  shown  the  way." 


Play  it  again,  Jules 

Budget  Rent  a  Car,  says  Jules  W.  Lederer, 
was  like  a  bumblebee:  It  shouldn't  have 
been  able  to  fly,  but  it  did.  Lederer  mas- 
terminded Budget  from  a  one-location 


Lederer  of  MFC 

Can  the  bumblebee  fly  again? 


price-cutter  started  in  1958  by  a  friend, 
M.J.  Mirkin,  to  an  international  com- 
pany. He  sold  it  to  giant  Transamerica 
Corp.  ten  years  later  for  $8  million,  of 
which  Lederer  netted  $5.5  million.  Then 
he  cooled  his  heels  for  a  number  of  years 
until  the  no-compete  clause  in  his  sales 
contract  expired. 

Now  62,  Lederer  says  he's  going  to  try 
it  again  with  another  discount  car-rental 
agency,  MPG,  which,  of  course,  stands 
for  miles  per  gallon.  With  an  initial  fleet 
of  150  gas-stingy  Toyotas,  Datsuns, 
Chevrolet  Citations  and  Chevettes,  Led- 
erer says  he  will  offer  rates  as  low  as 
$12.95  a  day  and  5  cents  a  mile  (com- 
pared with  an  average  $27  and  33  cents 
for  Hertz  and  an  average  $18.95  and  no 
mileage  charge  these  days  for  Budget). 
He  estimates  the  Los  Angeles-based 
company  will  lose  $375,000  the  first 
year.  "I'm  going  to  compete  with  the 
industry  head-on,  just  like  I  did  at  Bud- 
get," he  says.  The  pilot  operation  opened 
in  July  in  Los  Angeles,  and  Lederer  has 
already  sold  one  franchise  in  southern 
California.— Ellen  fans 

"Glad  you  asked" 

George  T.  Spalding  doesn't  think  much 
of  the  Small  Business  Administration. 
Back  in  the  early  Sixties,  he  tried  to  get 
an  SBA  "survival  loan"  for  his  busine  ss 
Diemakers,  Inc.  of  Monroe  City,  Mo. 
"The  SBA  told  us  to  come  back  only  if 
we'd  been  turned  down  by  three  banks," 
he  says.  "Well,  that  was  no  problem,  but 
then  the  SBA  wanted  the  kind  of  collat- 
eral that — if  we'd  had  it — we  could  have 


gotten  any  bank  around  to  loan  us 
money.  Finally,  some  local  busin 
men's  groups  here  bailed  us  out  ail 
they  hadn't  I  don't  think  we'd  have 
vived."  In  May  Jimmy  Carter  nai 
George  Spalding  "Small  Business  PeJ 
of  the  Year."  Spalding  used  the  resul 
attention  to  let  loose  a  blast,  not  at 
SBA,  but  at  the  Federal  Reserve  Board 
don't  know  how  to  pull  out  words 
describe  how  terribly  devastating  t 
high  interest  rates  have  been  to  sr 
businesses,"  he  says.  "You  have  to  9 
wondering  whether  the  ends  really  ju 
fy  the  means." 


I 


Met 


Small  businessman  Spalding 

Are  you  listening,  Paul  Volcker? 
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mer's  son,  Spalding,  now  47,  was 
and-diemaker  in  1960  when  he 
;  brother  started  their  company, 
last  year  grossed  $9  million.  Now, 
i,  he  faces  the  same  dilemma  all 
msinessmen  have:  "How  do  you 
any  money  from  your  business 
t  selling  it?  If  you  pay  a  dividend 
rself,  you  pay  out  about  80%  or 
that  to  the  government.  The  only 
come  out  ahead  is  to  sell  it  to  a 
npany  for  stock  with  the  taxes 
J.  Why  isn't  it  as  profitable  to 
;mall  business  as  it  is  to  sell  it?" 
ngress  listening?— Linda  Gasparello 


Yes,  ma'am 

count,  some  20  key  Chicago  mu- 
officials  had  passed  through  May- 
Byrne's  stormy  executive  suite 
ler  election  in  April  1979.  The 
s  not  likely  to  raise  his  voice.  F. 
itsman,  38,  former  assistant  city 
:r  of  Savannah,  Ga.,  is  Chicago's 
idget  director.  He  fills  a  position 
3  been  vacant  since  January  when 
ired  Donald  Haider,  37,  then  con- 
one  of  her  better  appointments, 
$29  million  property  tax  over- 
srror. 

vannah,  a  city  of  1 13,000,  Wits- 
ndled  a  total  budget  of  $7  million. 


Budget  Director  W itsman 

lete  control"  but  a  low  profile. 

ation's  second-largest  city  he  will 
one  of  $1.4  billion.  He  gets  a  nice 
se,  from  $34,000  to  $51,000,  but 
probably  wind  up  earning  it:  The 
wants  to  wipe  out  the  city's  $103 
budget  deficit  and  restore  its  AA 
iting  (it  was  lowered  to  A  phis 
this  year).  To  do  that,  Witsman 
;  intends  to  adopt  some  tough 
il  controls.  Mayor  Byrne,  he  says, 
L'n  him  "clear  and  complete  con- 
ny  realm." 


Does  that  mean  he  intends  to  stand  up 
to  the  mayor  when  necessary?  Well,  not 
exactly.  "My  role  is  to  put  to  work  what 
elected  officials  want,  not  to  make  head- 
lines," says  Witsman,  whose  doctoral  de- 


gree is  in  political  science  (from  Purdue 
University)  rather  than  accounting.  Such 
ambivalence  isn't  too  difficult  to  under- 
stand. Byrne  refused  to  give  Witsman  a 
contract. — Lisa  Gross 


Abu  Dhabi  's  Adams 

Doing  something  about  that  spread. 


Adams  of  Arabia 

Richard  V.  Adams  can  trace  his  lineage 
back  to  the  Adams  family  ("I'm  not  sure 
of  which  branch"),  but  today  he  is  Dick 
Adams  of  Abu  Dhabi. 

Adams,  former  executive  vice  presi- 
dent for  asset  and  liability  management 
of  New  York's  Chemical  Bank,  is  general 
manager  and  treasurer  of  the  National 
Bank  of  Abu  Dhabi.  One  of  the  Arab 
Emirates,  Abu  Dhabi's  population  is  only 
350,000  but  the  National  Bank  has  assets 
of  more  than  $4  billion — oil,  you  know. 

One  of  the  first  highly  experienced 
American  international  bankers  to  join 
the  staff  of  a  Middle  East  bank,  Adams  is 
a  former  special  assistant  to  the  Secre- 
tary of  the  Treasury  (in  1971-72)  and  also 
once  headed  the  bond  department  of  Na- 
tional City  Bank  of  Cleveland.  He  left 
Chemical  in  October,  after  a  dispute 
with  top  management  over  interest 
rates — they  went  higher  than  Adams 
thought  and  came  down  sooner  than  his 
bosses  thought. The  argument  ended  in  a 
draw  but  with  Adams  out  of  work.  Abu 
Dhabi,  meanwhile,  was  looking  for  as- 
set-liability management.  A  two-year 
contract  at  a  six-figure  salary  may  help  to 
compensate  Adams  for  the  heat  and  the 
inconvenience. — Ben  Weberman 

The  rolls  of  literature 

Why  would  bestselling  authors  like  Ir- 
ving Wallace  (The  Book  of  Lists)  and  Rich- 
ard Smith  (The  Dieter's  Guide  to  Weight  Loss 
During  Sex)  allow  their  works  to  be  re- 
printed on  toilet  paper?  Simple,  says 
Ronald  Rothstein:  "The  product  is 
unique.  I  give  publishers  display  space 
they   couldn't   otherwise   get."  Roth- 


stein's  tiny  ($2.5  million  sales)  company, 
Oh  Dawn  Inc.,  has  put  readable  toilet 
paper,  at  $3  a  roll,  into  120  department 
stores  and  thousands  of  gift  and  specialty 
shops  across  the  country. 

A  native  of  Brooklyn  with  degrees 
from  Wharton  and  the  University  of  Mi- 
ami Law  School,  Rothstein  tried  his 
hand  at  various  professions — as  a  lawyer, 
as  a  broker  in  a  family  firm  that  lost  $4 
million  of  its  own  money  in  the  late 
Sixties  and  as  a  financial  consultant  in 
the  early  Seventies,  before  finding  his 
niche.  Oh  Dawn  pays  publishers  a  royal- 
ty of  5%  of  gross  sales.  Rothstein  also 
has  put  NYSE  stock  quotations  on  toilet 
paper,  as  well  as  an  original  written-for- 
toilet-paper  story  from  Marvel  Comics. 
The  company  also  publishes  the  New 
York  Times  Cookbook,  but  not  on  toilet 
paper — the  Times  book  is  fit  to  print  only 
on  paper  towels. — Jonathan  Greenberg 


Rothstein  of  Oh  Dawn 

A  new  medium  of  communication. 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


July  11,  1980 


$400,000,000 


The  Dow  Chemical  Company 


11.25%  Debentures  Due  July  15,  2010 


Price  99.125% 

(Plus  Accrued  Interest) 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Merrill  Lynch  White  Weld  Capital  Markets  Group  Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber 

Incorporated  Incorporated  Incorporated 

Dillon,  Read  &  Co.  Inc.        Donaldson,  Lufkin  &  Jenrette        Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Kuhn  Loeb  L.  F.  Rothschild,  Unterberg,  Towbin 

Incorporated 

Shearson  Loeb  Rhoades  Inc.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

A.  G.  Becker 

Dean  Witter  Reynolds  Inc.  Atlantic  Capital 

Corporation 


Forbes 


The  Economy 


MONEY  &  INVESTMENTS 


A  broken 
speedometer? 


enry  Wallich,  a  governor  of  the 
Federal  Reserve  Board,  recalls: 
"We  thought  we  were  following  a 
of  credit  restraint  in  1974  and 
y  successive  reductions  in  the 
targets  for  money.  We  started  out 
%-to-7'/2%  targets  and  worked 
Dwn  to4%-to-6'/2%." 
s  rather  like  trying  to  gauge  the 
f  a  car  with  the  speedometer  not 
ning  accurately.  It  was  telling  you 
ig,  but  not  how  fast  you  were 
n  this  case  the  problem  was  that 
was  taking  on  new  shapes,  new 
and  the  Fed  was  not  counting 
Vallich  explains  what  happened, 
e  stage  was  set  for  the  heavy 
n  of  1978  and  1979:  "When  we 
aver  our  shoulders  years  later,  we 
red  that  policy  was  not  tight  and 
tead,  been  very  easy." 


About  $40  billion  of  what  served  as 
money  was  not  being  counted  as  money. 
The  old  measure — currency  plus  demand 
deposits — was  no  longer  adequate.  Some- 
thing happened  after  1974,  but  the  regu- 
lators had  not  yet  spotted  it. 

Now,  Wallich  wonders,  "Are  we  again 
going  through  a  similar  type  of  shift  in 
the  demand  function,  still  unexplainable 
by  evidence,  that  began  when  interest 
rates  were  up  in  the  15%-to-20%  range 
in  March  and  April?" 

The  chart  below  (left)  shows  that 
MIB — the  money  supply  series  which 
measures  cash  in  circulation,  demand 
deposits  and  all  savings  accounts  against 
which  checks  can  be  arranged — has 
been  falling  far  below  targeted  floors. 
That  is  the  hallmark  of  very  tight  credit. 
But  the  right  side  of  the  chart  shows 
that  interest  rates  have  also  been  falling 


sharply.    So,    where's    the  tightness? 

The  Federal  Reserve  spent  almost  two 
years  of  intensive  research  to  develop 
and  announce  this  February  a  set  of  mon- 
ey-stock yardsticks  that  would  take  into 
account  previously  unmeasured  uses  of 
money.  Are  the  data  already  obsolete? 

But  wait.  This  is  no  mere  academic 
exercise.  Acceptance  of  the  premise  that 
sluggish  money  growth  needs  stimula- 
tion could  influence  the  Fed  to  pump  too 
much  money  into  banks  and  send  infla- 
tion, which  has  been  slowing  down,  into 
a  fresh  spiral.  It  could  also  give  Congress 
an  excuse  to  hand  goodies  to  voters  on 
election  eve. 

But  what  if  the  money  numbers  are 
accurate?  Has  the  Fed  been  too  tough? 
Refusal  to  prod  growth  by  stimulating 
credit  expansion  could  mean  that  the 
recession  will  be  intensified. 

For  the  time  being,  monetary  officials 
will  hold  a  taut  rein  on  credit  expansion. 
Later  this  year,  though,  the  central  bank 
will  be  forced  to  accommodate  heavy 
U.S.  Treasury  financing  demands.  It  will 
do  so  reluctantly.  But  it  cannot  permit  a 
Treasury  financing  to  fail.  The  balancing 
act,  however,  between  excess  and  inad- 
equate stimulation  will  call  for  an  adroit 
performance.  It  will  also  require  more 
than  just  a  little  bit  of  good  luck.  The  Fed 
people  cannot  even  be  certain  that  they 
are  measuring  the  right  thing.  ■ 


Where  has  all  the  money  gone? 

licy  is  aiming  for  moderate  growth  in  the  money  supply, 
enced  by  the  targets  for  MIB.  Despite  policy,  the  money 
has  fallen  below  even  its  minimum  target.  Interest 

rates,  meantime,  have  been  halved — plenty  of  money  is  avail- 
able. Something  is  going  on  in  the  economy  that  eludes  Fed 
policymakers,  or  they  are  not  measuring  the  right  things. 

(seasonally  adjusted) 
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Unlike  other  bonds,  the  longer-term  mu- 
nicipals are  still  on  the  bargain  counter. 

BARGAINS  IN 
TAX  FREES 


By  Ben  Weberman 

^     I  Investors  who  can 
j/^^^^t^     use  tax-free  bonds  in 
/  their  portfolios  can 

Jt  corporates  and  gov- 

term  municipal 
m  iSk^^k  ^onds  have  gone  up 

■tiX — .HH  price  since  the  panic 
days  of  February  and  March.  Short- 
term  municipals  have  declined  so 
much  in  yield  that  they  no  longer 
have  much  appeal  as  investment  vehi- 
cles. Robert  Van  Kampen,  chairman 
of  the  Chicago-based  municipal  bond 
firm  Van  Kampen  Filkin  &.  Memtt 
Inc.,  uses  three  dates  to  make  the 
point  that  long-term  tax-frees  are  ex- 
tremely appealing:  [une  28,  1979  for  a 
year  ago;  June  26,  1980  for  the  current 
situation;  and  February  21,  1980  for 
the  panic  levels. 

Let's  look  at  a  set  of  data  for  each  of 
the  three  dates: 


Maturity 

Aaa 

Aa 

A 

On  June  28,  1979: 

1  year 

4.85% 

4.90% 

5.25% 

10  years 

5.20 

5.30 

5.45 

20  years 

5.65 

5.75 

5.95 

On  Feb.  21,  1980:. 

1  year 

6.90 

7.00 

7.10 

1 0  years 

7.15 

7.30 

7.35 

20  years 

7.80 

8.00 

8.25 

On  June  26,  1980 

1  year 

4.70 

4.90 

5.00 

10  years 

6.00 

6.10 

6.65 

20  years 

7.25 

7.35 

8.10 

These  data  show  that  short-term 
rates  (the  top  line  of  each  table)  are 
now  almost  the  same  as  a  year  ago. 
The  returns  on  one-year  debt  have 
fallen  moderately  below  the  yields  of 
similar  securities  in  mid- 1979.  But 
look  at  the  yields  on  the  20-year 
bonds!  A  year  ago,  they  were  offering 
returns  of  between  5.65%  and  6%. 


Ben  Weberman  is  economics  editor  of Forbes 
magazine. 


Presently,  it  is  still  possible  to  get 
anywhere  from  7.25%  to  8.10%,  de- 
pending on  quality. 

What  has  kept  the  longer-term  tax- 
frees  from  rising  faster?  There  has 
been  a  tremendous  outpouring  of  low- 
er-grade, specialized-type  tax-frees. 
The  calendar  has  bulged  with  state 
housing  agencies,  industrial  corpora- 
tion pollution-control  bonds,  hospital 
construction  and  other  securities  of 
this  nature — rather  than  the  usual 
state  and  city  general  obligations 
backed  by  taxing  power. 

Van  Kampen  explains  that  the  na- 
ture of  the  municipal  bond  market 
creates  added  pressure  on  the  long- 
term  bond  sector.  Banks  are  the  prin- 
cipal customers  for  bonds  due  in  the 
first  ten  years.  Soggy  loan  demand  and 
extraordinarily  high  earnings  have 
combined  to  provide  a  good  demand 
for  shorter-term  tax  exempts. 

Insurance  companies  and  individ- 
uals, on  the  other  hand,  want  longer 
issues,  such  as  those  coming  due  in 
20,  30  or  even  35  years.  That  leaves  a 
demand  vacuum  for  the  bonds  of  in- 
termediate maturity,  say  12  years  to 
18  years. 

But  the  individuals  and  corpora- 
tions who  normally  buy  long-term 
bonds  are  reluctant  to  put  on  a  strong 
effort.  They  are  not  yet  convinced 
that  inflation  has  been  licked.  If  price 
increases  accelerate  again,  long-term 
interest  rates  will  rise  again  and  to- 
day's purchases  could  become  the 
market  losses  of  tomorrow. 

I  don't  agree  with  that  projection, 
but  do  agree  that  it  is  an  important 
market  influence.  The  longer-maturi- 
ty issues  that  are  so  much  greater  in 
supply  than  demand  and  that,  conse- 
quently, are  relatively  low  in  price,  are 
the  best  buys  in  the  fixed-income 
markets  at  present. 

The  rise  of  the  yield  curve,  that  is, 
the  difference  in  return  on  short-ma- 
turity securities,  such  as  a  4.8%  yield 
on  U.S. -guaranteed  Housing  &  Urban 
Development  notes  and  the  9Vi%  on 
30-year  revenue  bonds,  is  about  as 


wide  as  it  ever  has  been.  The  n  I 
record  spreads  between  short  and  1 1 
maturity  and  high-quality  and  m  f 
um-quality  bonds  offer  enormous 
centive  to  extend  maturity  and  do  l 
grade  portfolio  quality. 

How  do  you  pick  from  the  con  I 
ing  flood  of  tax-frees? 

My  preference  is  to  stick  with  J 
trusts.  These  mutual  fund-type  j| 
ticipations  of  ownership  in  a  porthl 
of  tax-frees  have  been  doing  very  v| 
because   they   can   show  generl 
yields.  Merrill  Lynch,  the  largest  si 
dicator  of  tax-exempt  unit  inv 
ment  trusts  (more  than  $7  billion  < 
standing),  and  its  partner  firms 
marketing  new  shares  at  a  $40  r 
lion-to-$50  million  weekly  rate, 
newer  trusts  carry  a  return  of  ab 
8.4%  to  8.5%.  Also  moving  rapi 
are  specialized  funds  with  the  por 
lio  confined  to  issues  of  a  single  st 
for  the  advantage  of  residents  of  th 
states  who  are  exempt  from  state 
well  as  federal  taxes  on  interest.  M 
New  York  fund  yields  8.40%,  for 
ample,  the  Pennsylvania  fund,  8%  J 
the  California,  7.40%. 

John  Nuveen  &  Co.,  the  sole  sp< 
sor  of  unit  trusts  with  about  $4  bill 
outstanding,  remembers  when  its  i\ 
million  trust  came  to  market  Api 
with  a  current  return  of  almost  10 
A  week  later  a  $31  million  trust  v 
created  with  a  9.3%  return.  Todl 
the  new  trusts  are  in  the  8.5%  ran£ 

Van  Kampen,  with  trusts  of  i 
quite  $1  billion,  specializes  in  port 
lios  of  bonds  insured  by  AMBAC,  1 
American  Municipal  Bond  Assurar 
Corp.  The  latest  insured  fund  ha: 
return  of  8.35%.  Securities  for  1 
portfolios  of  Van  Kampen-insui 
trusts  must  be  approved  by  AMB; 
to  qualify  for  the  insurance.  That 
why  the  quality  is  somewhat  higl 
and  the  yield  lower.  The  insurance  : 
cuts  into  return,  too. 

The  noninsured  trusts  with  port 
lios  that  have  bonds  rated  A  or  bet 
by  both  services — Standard  &  Poa 
and    Moody's — carry    a  return 
8.85%.  These  are  labeled  Investc 
Quality  tax-exempt  trusts  by  V 
Kampen. 
.  Each  of  these  trusts  is  available 
$1,000  face-value  amounts.  One  th 
was  formed  when  rates  were  high 
than  today  will  trade  at  a  premium, 
available.  Those  with  average  portl 
lio  returns  under  current  levels  will 
priced  at  a  discount.  I  would  get 
copy  of  the  prospectus  for  a  particul 
fund  under  consideration  and  try 
evaluate  the  quality  of  each  comp 
nent.  Happy  hunting!  ■ 
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"St  is  not  in  my  nature  to  give  interviews!' 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries," 
he  said,  "and  the  solid  reputation  of  your  magazine,  I 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

An  apt  demonstration  of  one  of  TIME'S  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIME'S  authority  and  leader- 
l  ship— as  newspapers  around  the  world  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME'S  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc  IW.  All  Rights  Reserved 
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PETROLEUM 
EXPLORATION 


IMEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


Explore 

our  objectives. 


Perm  Square  Mutual  Fund  has  an 
impressive  23-year  track  record  of 
finding  realistic  values  among  a 
diversity  of  leading  undervalued 
stocks.  The  future's  never  guaran- 
teed, but  if  you're  interested  in 
long-term  capital  growth,  you 
should  be  interested  in  the  details 
of  our  philosophy. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our  free 
prospectus.  Read  it  carefully  before  you  invest  or 
send  money. 

all  800/523-8440 

in  PA.  call  collect  215/376-6771 
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IPenn  Square  Mutual  Fund 
5th  &  Washington  Sis  .  PO  Box  1419.  Reading.  PA  19603  I 
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L23  years  of  Investment  experience 
Over  SI 40,000,000  In  assets  fm  I 


My  sympathies  are  with  the  utilities  that  ar 
paying  dividends  they  really  can't  off  ore 
My  money  does  not  follow  my  sympathies 

CANNIBALS, 
GAMBLERS,  WHISKY 


By  John  Train 


Last  November  in 
this  column  I  made 
the  point  that  inves- 
tors ought  not  take 
earnings  per  share 
entirely  at  face  val- 
ue. I  cited  a  number 
of  major  corpora- 
tions whose  real 
earnings  are  less 
than  reported  earn- 
ings and  that  are,  therefore,  paying 
dividends  out  of  capital — that  is,  can- 
nibalizing themselves.  I  suggested 
avoiding  such  stocks.  One  of  the 
stocks  so  mentioned  was  that  of 
Southern  California  Edison.  The  com- 
pany's management  has  weighed  in 
with  a  rebuttal.  In  fairness,  I  am  citing 
some  points  made  in  that  rebuttal  but 
I  also  include  a  counteranalysis  pre- 
pared by  the  editors  of  the  Quality  of 
Earnings  Report ,  the  original  source  for 
my  figures. 

1 )  Management  observes  that  "the 
flow-through  accounting  for  income 
taxes  that  is  required  for  rate-making 
purposes  by  the  California  Public  Util- 
ities Commission  does  result  in  tem- 
porary timing  differences  with  re- 
spect to  the  recognition  of  expenses 
for  financial  reporting  and  income  tax 
purposes.  However,  these  timing  dif- 
ferences 'turn  around'  over  time.  .  .  ." 

Quality  of  Earnings  Report  replies: 
"The  company  seems  to  acknowledge 
that  Southern  California  Edison's  cur- 
rent dividend  policy  is  not  justified  by 
near-term  cash  flow.  In  this  regard, 
perhaps  they  should  consider  the  issu- 
ance of  dividends  in  scrip  form  to  be 
turned  in  by  the  investors  for  cash 
when  SCE's  timing  differences  do 
'turn  around'.  ..." 

2)  Southern  California  Edison 
points  out  that  the  State  of  California 

John  Train  is  president  of  Train.  Smith.  Invest- 
ment Counsel.  Neie  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


is  beginning  to  provide  better  rate  i 
lief  for  utilities. 

The  analysts  reply:  "According 
our  own  analysis,  we  believe  that 
1978  SCE  was  in  need  of  addition 
rate  relief  in  the  sum  of  $95  milled 
This  sum  represents  the  different; 
between  Southern  California  Edisor 
tax  books  and  the  company's  shai 
holder  books. 

"We  contend  that  unless  Southe 
California  Edison  moves  rapidly 
eliminate  the  substantial  amount 
'accounting'  lag  ($95  million  in  1971 
the  company  is  in  danger  of  beii 
shut  out  of  the  longer-term  bond  m 
ket  in  the  intermediate  future." 

I  must  say  in  passing  that  all  n 
sympathies  are  with  Southern  Ca 
fornia  Edison  and  the  many  utilities 
including  AT&T — that,  in  order 
support  their  stock,  are  paying  di\ 
dends  they  really  can't  afford.  Unh 
tunately,  my  money  does  not  folio 
my  sympathies;  I  certainly  would  n 
buy  any  California  utility  securitic 
Only  recently  the  regulators  slapped 
retroactive  $80  million  adverse  ra 
adjustment  on  Pacific  Bell  Telephon 

I've  had  a  number  of  letters  fro 
other  utilities  bemoaning  this  pro 
lem  and  complaining  that  unless  the 
can  get  rate  relief  they  will  eventual 
have  to  be  taken  over  by  their  stato 
at  prices  that  won't  make  th 
shareholders  happy.  The  regulatoi 
bodies  like  to  make  the  utilities  ovei 
state  their  earnings,  since  that  kee| 
power  prices  down.  But  the  shar 
holders'  interests  are  not  served  b 
going  along  with  this  fantasy.  Th 
utilities  must  get  relief  before  the 
assets  get  wrung  dry,  and  that  wi 
require  accounting  realism. 

In  its  report  on  Southern  Californi 
Edison,  Quality  of  Earnings  Report  sai 
that  after  adjusting  for  underdepreci; 
tion  and  other  items,  Southern  Cat 
fornia  Edison  earned  just  $1.88 
share  last  year,  vs.  the  $3.52  it  repor 
ed;  the  company  paid  out  $2.24  i 
dividends. 

A  valuable  tool  for  the  professiona 
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V  of  Earnings  Report  is  published 
porting  Research  Co.,  560  Syl- 
venue,  Englewood  Cliffs,  N.J. 


Honor  Roll 

eral  columns  I  have  grieved  for 
ctims  of  the  commodities  casi- 
linting  out  grim  facts: 
Tie  annual  commission  bite  on 
:ive  commodity  account  is  usu- 
t  least  50%,  and  often  100%,  of 
ivestor's  equity.  It  seems  to 
out  to  $3  billion  to  $4  billion  a 
iverall.  That's  a  horrible  handi- 
try  to  overcome, 
lmost  nobody  does  overcome  it. 
ail  commodity  customers,  prob- 
lot  1%  makes  money  year  after 
ilthough,  of  course,  some  do  in 
le  year.  The  rest  are  victims  of 
sino,  just  as  if  they  were  in  Las 
.  That's  not  investing, 
he  average  commodity  account 
ed  out  in  six  months, 
re  followed  an  "Honor  Roll"  of 
firms  that  had  declined  to  han- 
mmodities  (Dec.  10,  1979).  Lat- 
rbes  received  the  following: 
ur  honor  roll  of  major  brokerage 
s  that  do  not  deal  in  commod- 
5  impressive.  However,  you  left 
r  firm,  Stifel,  Nicolaus  &.  Co., 
lot  known  on  either  coast,  but 
:nown  throughout  the  middle 
Ve  are  very  proud  of  our  com- 
ind  would  appreciate  your  add- 
r  name  to  your  honor  roll." 


Whisky 

ears  ago  I  wrote  about  the  then- 
pread  racket  of  selling  real  or 
istent  quantities  of  Scotch 
y  by  mail  to  suckers  in  Amer- 
is  for  a  number  of  reasons  an 
:able  investment  for  small  out- 
nvestors.  You  often  don't  get 
^ou  think  you  bought,  and  even 
do,  it's  very  hard  to  resell.  The 
'onsulate  General  in  Edinburgh 
nt  me,  without  endorsement,  a 
respectable  brokers,  in  case  you 
ving  trouble  disposing  of  some, 
iverpool:  Hall  &.  Bramley  Ltd., 
lal  Bank  Buildings,  24  Fenwick 
.  In  Glasgow:  Lundie  &  Co. 
1-8  West  Regent  Street;  Stanley 
orrison,  13  Royal  Crescent; 
.  Strong  Ltd.,  302/304  St.  Vin- 
treet;  James  Sword  &  Son  Ltd., 
rose  Street,  Queen's  Crescent, 
nburgh:  Peter  J.  Russell  &.  Co. 
5  Frederick  Street. 
)  not  advise  Glencart  Whisky 
td.  I  have  received  a  number  of 
s  of  "slow  pay."  ■ 


ITS  HIGH  TIME. 


HIGH  TAX-FREE  YIELD  TIME. 

Investors  who  are  looking  for  tax-free*  income 
and  believe  short-term  rates  have  peaked  should 
consider  Fidelity  Municipal  Bond  Fund. 
HIGH  TAX-FREE  INCOME  FROM  A  QUAL- 
ITY PORTFOLIO  OF  LONG-TERM  BONDS. 

Fidelity  Municipal  Bond  Fund  seeks  high  tax- 
free  income  from  a  portfolio  consisting  primarily  of 
A  or  better  quality  bonds. 

What's  more ,  investors  also  enjoy  the  follow- 
ing advantages: 

□  No  Sales  Charge. 

□  Daily  Tax-Free  Income. 

□  Convenient  Liquidity. 

□  Automatic  Reinvestment. 

□  Full-Time  Professional  Management. 

□  $2,500  Minimum  Investment. 


CALL  FIDELITY. 
ITS  HIGH  TIME. 

CALL FREE 
(800)225-6190 

In  Mass.  Calf  Collect 
(617)523-1919 


FIDELITY 

MUNICIPAL  BOND  FUND 
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P.O.  Box 832.  Dept  JB  080480 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees  and  expenses, 
please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or 
send  money. 


City  State  Zip 

£jdellty  Over  $7  billion  of  assets  under 
^   ■       OTOUp  management. 

*A  portion  may  be  subject  to  state  or  local  taxes. 


It  is  time  again  to  consider 

Aggressive  Growth  Funds 

It  is  a  fact  that  there  are  more  than  50  No-Load  Funds  alone  (never  mind  the 
multitude  of  Load  Funds)  which  have  grown  by  100%  to  1000%  in  the  last  5  years. 
Obviously  there  is  no  guarantee  that  this  kind  of  appreciation  will  continue  Bui  it's 
time  to  take  a  new  look.  And  United  does,  with  an  up-to-date  appraisal  of  30 
Aggressive  Growth  Funds  which  have  been  outperforming  the  market  since  1974. 

Four  favorites  are  featured  for  the  investor  who  is  willing  to  take  some  risk,  and 
maybe  make  some  real  money. 

 Also  Receive  These  Bonus  Reports  

United  Analysis  of 

17  Money  Market  Funds 

A  relatively  risk  free  way  to  make  9%  to  13%  on  your  money. 
PLUS  Performance  comparisons  of  411  Funds 
•  Gold  Funds  •  Bond  Funds  •  Incorge  Funds  •  No-Load  Funds 
•  Municipal  Bond  Funds 

PLUS*  Completely  Impartial  Buy-Hold-Sell  advice  •  The  Top  25  Performing  Funds 
•  United  s  Supervised  List  of  6  types  of  Funds 


Included  with  this  package  is  a  2-issue 
Guest  Subscription  to  United  Mutual  Fund  Selector 
This  entire  package  of  Mutual  Fund  information  and  advice,  just 


$| 


—  Fill  out  this  coupon  and  mail  it  today  — 


Name_ 


F8-4 


Address. 


City_ 


.State- 


.Zip- 


Not  assignable  without  your  consent 


□  I  encloses  5 

Please  send  me  the 
entire  package  of 
Mutual  Fund 
information 
and  advice 


V 


UNITED  Mutual  Fund  Selector® 

A   Division  ot   United  Business   Service  Co 
212  NEWBURY  STREET,  BOSTON.  MASS  02116 
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Commodities 


Low  prices  have  encouraged  soybean  prod- 
uct use,  but  farmers  are  holding  more 
soybeans  than  the  market  requires. 

A  COMPLEX 
SOYBEAN  COMPLEX 


MONKY&  INVESTMENTS 


By  Stanley  W.  Angrist 


AS  EXPERIENCED 

commodity  traders 
have  long  known, 
every  crop  is  totally 
destroyed  three 
times  before  being 
harvested.  Grain 
traders  who  dutiful- 
ly went  long  in  late 
June  and  early  July 
no  doubt  had  that 
old  saw  in  the  back  of  their  minds. 
They  bought,  adding  fuel  to  the  bull- 
ish bonfire  as  they  watched  prices 
climb  in  response  to  the  unprecedent- 
ed high  temperatures  that  struck  the 
midsection  of  the  country.  But  will 
these  extreme  temperatures  have  a 
real  effect  on  our  maior  crops? 

The  answer  to  that  question  is  not 
obvious.  The  winter  wheat  crop  was 
already  made  when  the  high  tempera- 
tures struck.  The  spring  wheat  crop, 
however,  is  another  story;  it  has  cer- 
tainly been  hurt.  The  com  crop  is  also 
likely  to  have  its  yields  reduced  by  the 
weather.  But  the  crop  I  wish  to  con- 
centrate on  in  this  column  is  soy- 
beans. In  some  ways  it  is  also  the 
most  complicated  because  of  its  two 
products — meal  and  oil. 

Besides  the  .weather,  various  rea- 
sons have  been  given  to  explain  the 
surge  in  soybean  market  prices.  They 
include:  1980  planted  acreage  will  be 
several  million  acres  less  than  the 
Apr.  1  indication  of  71.3  million 
acres,  and  the  embargo  on  commodity 
sales  to  the  U.S.S.R.  has  been  weak- 
ened (though  not  lifted).  Let's  take  a 
look  at  the  other  factors  that  will  be 
influencing  the  bean  and  bean  product 
markets: 

•  Record  supplies  of  beans  and 
bean  products  have  severely  depressed 
current  crop  prices. 

•  Based  on  the  present  rate  of  con- 

Stanley  W  Angtist  is  a  professor  at  Carnegie 
Mellon  University  and  the  author  of  Sensible 
Speculating  in  Commodities. 


sumption  (crush  and  exports),  soy- 
bean carryout  from  the  1979-80  crop 
may  reach  only  332  million  bushels, 
compared  with  a  U.S.  Department  of 
Agriculture  estimate  of  380  million 
bushels. 

•  April  planting  intentions  and  av- 
erage yield  suggest  a  1980-81  soybean 
crop  of  2.1  million  bushels,  compared 
with  2.3  million  bushels  estimated  for 
the  current  season. 

•  South  American  production  may 
not  match  this  season's  large  level. 

•  Bean  and  bean  product  prices  are 
at  historically  low  levels,  especially 
when  converted  to  current  dollars. 
These  low  prices  have  encouraged  a 
high  rate  of  consumption. 

It  is  well  to  keep  in  mind  that  only 
five  years  ago  farmers  were  planting 
54.6  million  acres  in  soybeans,  com- 
pared with  this  year's  70  million  or 
so — a  28%  increase. 

Price  concessions  have  helped.  The 
rate  of  use  of  the  1979  soybean  crop 
has  been  at  record  levels  to  date. 
Based  on  preliminary  estimates 
through  May,  the  crush  during  the 
first  nine  months  of  the  marketing 
year  totaled  886.5  million  bushels.  If 
this  year  goes  on  to  reflect  the  average 
pattern  of  the  past  ten  years,  the  crush 
to  date  projects  to  a  total  for  the  year 


of  1.17  billion  bushels.  To  reach  til 
figure  the  crush  would  have  to  aver^ 
abut  96  million  bushels  per  month 
the  remaining  three  months  of  t 
crop  year  instead  of  the  81  millii 
bushels  the  USDA  estimates. 

Do  these  figures  add  up  to  a  bulli 
case  for  soybeans?  It  is  difficult 
come  to  an  unequivocal  answer.  T 
low  prices  have  encouraged  use,  tf 
farmers  are  still  in  the  unenviable  j 
sition  of  holding  more  soybeans  th 
the  market  requires. 

It  seems  to  me  that  Shearson  Lo 
Rhoades,  Inc.  has  outlined  the  or) 
reasonable  way  to  play  the  bean  m 
ket.  By  carefully  digging  through  h 
torical  price  data  they  have  found  tr 
October  bean  oil  has  a  tendency 
gain  on  October  meal  from  |i 
through  September. 

As  indicated  in  the  table,  the  spre 
has  shown  some  profit  in  every  one 
the  last  12  years  (excluding  comm 
sions).  The  maximum  potential  lc 
was  $3,600  in  1973,  which  was  aj 
the  year  of  the  maximum  potent! 
profit  of  $12,200.  All  of  the  lows  i 
the  spread  came  in  July,  while  most 
the  highs  were  reached  in  August  a: 
September. 

I  would  purchase  October  oil  ai 
sell  October  meal,  with  the  meal 
least  at  a  $4,700  premium  to  the  o 
(In  order  to  calculate  this  dollar  diff< 
ence  one  must  multiply  the  price 
meal  in  dollars  per  ton  by  100 — t; 
number  of  tons  in  a  meal  contract 
and  then  subtract  the  product  of  t 
price  of  oil  in  dollars  per  pound  tim 
60,000  pounds — the  number 
pounds  in  an  oil  contract.)  I  would  ri 
no  more  than  $500  on  the  spread 
would  accept  a  $2,000  profit  if  offere 
The  margin  on  this  spread  is  abo 
$1,250,  while  the  round-turn  comm 
sion  is  usually  $130  or  so.  ■ 


lei 


Will  history  repeat  itself? 


The  soybean  oil  versus  soybean  meal  spread  traditionally  hits  its  low  il 
July,  and  from  then  on  oil  has  a  tendency  to  gain  on  meal.  The  minus  sign: 
below  indicate  oil  selling  at  a  discount  to  meal. 


Year 

Close  prior 
to  July  1st 

Subsequent  high 

Maximum 
potential 
profit 

Subsequent  low 

Maximum 
potential 
loss 

spread 

date 

spread 

date 

1968 

-2,952 

-2,858 

July  2 

$  ■  98 

1969 

-2,702 

-1,022 

Oct  10 

1,680 

-2,778 

luly  15 

$  76 

1970 

-2,106 

1,040 

Oct  21 

3,146 

-2,122 

|uly  13 

16 

1971 

-698 

290 

Aug  20 

988 

-710 

July  8 

12 

1972 

-3,824 

-3,480 

July  18 

344 

-3,909 

luly  3 

85 

1973 

-13,890 

-1,690 

Oct  10 

12,200 

-17,490 

July  23 

3,600 

1974 

4,460 

12,160 

Sept  30 

7,700 

4,050 

July  12 

410 

1975 

-575 

2,498 

Aug  7 

3,068 

-1,090 

luly  1 

520 

1976 

-8,390 

-4,410 

Sept  15 

3,980 

-9,552 

July  6 

1,162 

1977 

-3,430 

-1,820 

Aug  24 

1,610 

-3,680 

luly  6 

250 

1978 

-3,142 

-1,184 

Sept  21 

1,958 

-3,302 

luly  6 

160 

1979 

-3,758 

-1,730 

Sept  14 

2,028 

-4,590 

July  6 

832 

larli 
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FORBES,  AUGUST  4, 


Tie  Democratic  Convention 
►tarts  August  11. 
JeThere... 
to  Matter 
J7here\bu  Are. 


ie  Democrats  meet  in  New  York  City 
igust  11-August  14  to  name  their  choices  for 
nerica's  leadership  over  the  next  four  years. 
Be  in  the  thick  of  things  wherever  else 
ago! 

CBS  Radio  brings  you  right  into  it  with 
>nvention  coverage  by  America's  finest 
)adcast  news  team,  CBS  News.  You'll  hear 
SS  News  Correspondents  Reid  Collins  and 
larles  Osgood  as  anchors  along  with  George 
;rman,  Andy  Rooney,  Neil  Strawser  and 
my  more.  They'll  bring  you  comprehensive 
le-minute  wrap-ups  twenty  minutes  after 
d  ten  minutes  before  each  hour— plus 
[ended  coverage  as  needed. 

And  before  the  Convention,  August  8- 


August  10,  we'll  set  the  scene  with  three  pre- 
Convention  countdown  broadcasts,  anchored 
by  Charles  Kuralt,  Charles  Osgood  and  Bob 
SchiefTer. 

Whether  you  plan  to  be  at  work  or  at  play, 
plan  on  joining  us  for  one  of  the  great  events 
of  CAMPAIGN  '80.  An  event  which  will 
shape  your  life— as  well  as  the  nation's  life— for 
the  next  four  years. 


CBS  Radio 

Network! 


Stock  Comment 


MONKY&  INVESTMENTS 


The  rich  will  have  no  problems,  but  what  of 
the  middle  class  whose  estates  may  be  a  few 
hundred  thousand  dollars? 

THE  FUTURE  WIDOW 
REVISITED 


By  Heinz  B.  Biel 


Some  five  years  ago 
(Forbes,  May  1, 
1975)  I  wrote  a  col- 
umn that  must  have 
struck  a  highly  re- 
sponsive chord  be- 
cause never  before 
or  ever  again  have 
so  many  readers 
written  to  me  or 
called.  Many  of 
them  wrote  to  tell  about  their  own 
sad  experiences;  others  wanted  elabo- 
ration; and  as  recently  as  a  month  or 
so  ago  a  faithful  reader  wanted  to 
know  whether  I  had  changed  my 
mind  and  suggested  that  I  bring  the 
story  up  to  date. 

"What  To  Tell  Your  Future  Wid- 
ows" was  the  heading  of  that  col- 
umn. I  reread  it  and  I  am  happy  to 
say  that  it  is  as  valid  today  as  it  was 
then.  It  dealt  with  the  problem  fac- 
ing a  widow  whose  provident  hus- 
band left  her  some  money.  Despite 
ERA  and  financial  sophisticates  like 
Muriel  (Mickey)  Siebert  (our  New 
York  State  banking  commissioner), 
there  are  still  many  women  who 
have  not  graduated  much  beyond 
balancing  their  checkbook  and  to 
whom  the  financial  pages  of  the 
newspaper  or  an  annual  report  are 
just  a  bore 

To  whom  docs  she  go  for  advice  on 
how  to  handle  her  inheritance?  If  she 
is  rich,  some  seven  digits  in  these 
days  of  inflation,  she  will  have  no 
serious  problem.  Her  late  husband  will 
(or  should)  have  made  suitable  ar- 
rangements with  his  lawyer  or  his 
bank's  trust  department  or  with  his 
investment  adviser.  Since  the  fees  to 
be  earned  are  substantial,  his  widow 
will  be  treated  with  tender  loving 
care,  consideration  and,  hopefully, 
competence. 

But  what  about  the  vast  number  of 

Heinz  H  Biel  is  a  lic  e  president  of  the  tVY'SE 
firm  of  J  annex  Montgomery  Scott 


middle-class  Americans  whose  es- 
tates may  be  a  few  hundred  thousand 
dollars?  They  have  a  far  more  diffi- 
cult time  getting  good  advice  tailored 
to  suit  their  individual  needs.  Unfor- 
tunately, few  investment  advisers  or 
bank  trust  officers  can  afford  to  give 
them  the  same  personal  attention 
that  they  can  lavish  on  the  rich. 
More  often  than  not  the  smaller  ac- 
count will  be  administered  as  part  of 
a  big  pot,  where  by  sheer  necessity 
little  consideration  can  be  given  to 
the  specific  needs  of  the  individual. 
After  all,  it  does  make  a  great  deal  of 
difference  whether  the  client  has  a 
life  expectancy  of  10  years  or  30 
years.  Sure  there  are  exceptions,  but 
good  and  conscientious  counselors 
are  hard  to  find. 

Even  though  I  am  a  stockbroker 
myself,  I  would  have  misgivings 
about  having  my  future  widow  en- 
trust whatever  is  left  to  the  care  of 
a  stockbroker.  I  know  many  brokers 
who  are  excellent  in  their  judgment, 
who  take  meticulous  care  of  their 
clients  and  who  will  avoid  even  the 
remotest  suspicion  of  conflicts  of 
interest.  They  are  rare,  but  if  you 
find  one  you  will  have  to  keep  in 
mind  that  he  is  human.  He  will  be 
getting  older  and  may  retire  and, 


eventually,  he  will  die.  What  tht 

Trust   departments   of  banks, 
course,  live  forever.  Their  investm< 
performance  is  a  matter  of  reed 
Some  are  outstandingly  good,  wh 
others  are  dreadful.  Some  banks  tri 
you  fairly.  Others,  also  judging 
reports   from   Forbes   readers,  i 
roughshod  over  you  and  you  are  no 
ing  but  a  cow  to  be  milked,  i! 
husband  wants  to  set  up  a  trust 
his  future  widow,  he  would  be  w 
advised  not  to  make  the  bank  1 
sole  trustee.  Make  the  widow,  oi 
person  with  plenty  of  common  sen 
a  co- trustee. 

All  of  this  is  as  true  today  as  it  vi 
five  years  ago.  The  solution  I  p 
posed,  certainly  not  ideal  in  all 
spects,  also  stood  the  test  of  til 
well.  These  were  my  suggestions: 

1)  Put  10%  into  a  "money  funt 
They  have  instant  liquidity,  makinj 
possible  to  keep  the  balance  in  t 
checking  account  at  a  minimu 
Over  the  years  they  have  paid  cons 
erably  more  than  one  can  get  on 
passbook  savings  account.  This  is  si 
the  best  place  for  the  liquid  reserve 

2)  Another  20%  should  go  in 
intermediate-term     (eight  to 
years)  bonds,  rated  not  lower  th 
AA  and,  preferably,  listed  on  t 
NYSE.  Such  bonds  were  yielding  b 
ter  than  8%  at  the  time.  Desp 
inflation  and  the  recent  upheaval 
the  bond  market  such  bonds  hai 
held  up  reasonably  well  because 
the  nearness  of  maturity.  I  would 
the  same  today  (at  about  a  10 
yield),  but  shorten  the  maturity 
five  to  seven  years. 

3)  I  proposed  that  the  remaini 
70%  be  placed  into  three  or  fc 
closed-end  investment  trusts  a 
named  two  large  ones,  Tri-Continem 
Corp.    and  Lehman  Corp.,   and  tv 


rn  a< 
Jeff 
us  i 

P  : 

lured 


Change  in  net  asset  value 

1975 

1976 

1977 

1978 

1979 

SikP's  500 

31.5% 

19.1% 

-11.5% 

1.1% 

12.3% 

Tri-Continental 

30.7 

19.6 

-11.2 

1.4 

18.2 

Lehman  Corp 

27.3 

14.0 

-6.5 

8.7 

25.3 

General  American 

31.4 

17.6 

-1.3 

15.4 

35.3 

Niagara  Share 

20.8 

16.3 

-5.8 

1 1.5 

47.5 

Appreciation  yardstick 

—  Pricc- 

Capital  gains 

Total 

% 

4/14/75 

6/30/80 

distribution* 

appreciation 

appreciatior 

S&P's  500 

85.60 

1  16.56 

30.96 

36.2% 

Tri-Continental 

i9V» 

20% 

$5.15 

$  6.65 

34.8 

Lehman  Corp 

11  Vs 

13'/8 

4.12 

6.12 

55.0 

General  American 

14% 

5.19 

10.31 

108.6 

Niagara  Share 

12% 

1714 

4.38 

9.25 

74.8 

•Five  years,  1975  to  19"9 

Dri 
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:aller  ones,  General  American  lures 
s'  and  Niagara  Share  Corp 
rhere  were  several  reasons  why  I 
re  preference  to  the  closed-end 
sts  rather  than  suggesting  the 
;n-end  mutuals.  The  latter  are  be- 
;  offered  at  net  asset  value,  usually 
is  a  sizable  "load,"  whereas  closed- 
i  funds  generally  sell  at  discounts 
m  asset  value,  giving  the  investor  a 
:le  more  bang  for  his  buck.  Further- 
ire,  all  open-end  funds  want  to  sell 
>re  shares  and  deter  redemptions, 
erefore,  they  may  be  overly  perfor- 
mce  oriented  and  willing  to  take 
ks  that  may  not  be  in  the  best  in- 
est  of  the  widow.  Closed-end  funds 
o  want  to  do  a  good  job,  of  course, 
t  they're  not  under  the  same  pres- 
:es  as  the  mutuals. 
\s  this  may  seem  a  rather  stodgy 
'estment  program,  consider  the 
lowing:  a)  we  are  dealing  with  a 
dow  who  cannot  afford  taking 
ks  or  being  "churned";  b)  many 
ijor  investors,  pension  funds  and 
:  like,  are  so  dissatisfied  with  the 
■formance  of  their  stock  portfo- 
s,  that  they  would  be  pleased  just 
match,  never  mind  surpass,  the 
indard  &  Poor's  composite  index 
500  stocks.  Hence  we  now  have 
idexing,"  geared  to  the  S&.P's  500. 
iviously  this  is  an  admission  of 
eat. 

rhe  first  table  on  page  96  shows 
w  the  four  investment  trusts — all 
now  over  50  years  old — performed 
-a-vis  the  index. 

these  four  investment  trusts  barely 
pt  pace  with  the  index  in  1975  and 
76,  but  in  the  past  three  years  their 
ults  were  clearly  superior, 
rhe  second  table  illustrates  another 
rdstick,  appreciation. 

let  these  figures  speak  for  them- 
ves.  Indexing  doesn't  look  so  good 
comparison,  does  it? 
Ml  four  stocks  continue  to  sell  at 
de  discounts  from  net  asset  value, 
lging  from  nearly  20%  for  Tri-Con- 
ental  to  9Vi%  for  Niagara  Share. 
:ome  dividends  are  a  bit  skimpy, 
jecially  for  Niagara  Share  and  Gen- 
ii American  Investors,  but  high 
:lds  and  good  appreciation  just 
n't  go  hand  in  hand.  Furthermore, 
aital  gains  distributions  are  taxed  at 
ower  rate. 

rhose  who  followed  this  simple 
jgram  had  fairly  satisfactory  results 
ring  a  difficult  five-year  period, 
ley  could  have  done  a  great  deal 
>rse.  Note  that  there  were  no  custo- 
in,  trustee  or  management  fees  to 
y,  and  only  a  one-time  brokerage 
mmission.  ■ 


'  Value  Line  looks  at . . . 

Major  Stocks  With 
P/E's  Under  5  And 
Yields  Over  7% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 


Among  1700  major  stocks  under  its  continuing  review,  The  Value  Line  Investment 
Survey  finds  .  . . 

•  222  stocksare  selling  at  less  than  5  times  estimated  current  earnings  ...  compared  with 
past  P/E  ratios  up  to  20  times  or  higher. (Value  Line  (6/13/80). 

•  108  of  these  low-P/E  stocks  also  offer  Appreciation  Potentials  in  the  next  3  to  5  years  of 
more  than  150%  . .  .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  In 
that  future  span.  (22  offer  long-term  Appreciation  Potentials  of  more  than  250%). 

•  In  addition,  a  significant  minority  of  these  "combination"  stocks  currently  yield  from  7% 
to  10%,  based  on  our  estimate  of  dividends  in  the  1 2  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly— Safety.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  . .  . 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  In  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target" 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  15  years  and  estimated  3  to  5  years  ahead.  About  130  new  full-page 
Reports  like  this  are  issued  each  week  . .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10weeks  for  only  $33— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus,  Value  Line's  2000  page 
Investors  Reference  Service  incuding  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bound  for  your  quick  and  easy 
reference. .  .and  systematically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  (It  takes  only  30 
seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And— as  an  extra  bonus— you  will  also  receive  Evaluating  Common  Stocks, 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other 
material  under  your  money-back  guarantee. 
This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation— and  to  pinpoint  the  current  list  of  low-P/E  "combination"  stocks 
referred  to  above— mail  the  coupon  today. 


If- "i 

Kvaluating 
(  ommon 
Slocks 


The  Value  Line  Investment  Survey        '  \*JFfa/r 

Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avnue,  •  New  York,  N.Y.  10017 

□  Begin  my  10  week  trial  to  The  Value  Line  Investment  Rlfinil 
Survey  (limited  once  to  any  household  every  two  years)  and  °  Du 

send  me  the  two  bonuses  listed  above.  Check  for  $33  is 
enclosed  (Trial  subscriptions  must  be  accompanied  by 
payment.) 

SPECIAL  EXTRA  BONUS  A  tamous-make  SIGNATURE 
pocket-size   CREDIT    CARD/CALCULATOR w| 

01  ir.rr.    n  ikl    l^l-l    t    A  i  r- 1  1 1    A  T  m  l    /..,,th     I     I     !■  I      I  ' 


SUPER  SLIM  LCD  CALCULATOR  (with  full 
memory)  given  to  you  when  you  order  The  — NAME  (please  print) 
Value  Line  Investment  Survey  tor  one  year—1  ******! 

and  send  payment  now.  —   apt  un  

□  1  year  tor  $330  My  payment  is  enclosed—  ADDRESS  APT  NO 

send  me  the  CALCULATOR  as  my  extra  special  bonus.  

(There  are  no  restrictions  with  this  annual  subscription  )  C|TY  STATE  ZIP 

□  Enter  my  subscription  now  Bill  me  (or  $330  GUARANTEE:  If  dissatisfied  for  any  reason.  I  may 
(Does  not  include  the  calculator.)  retufn  materia|  W|,nln  30  days  (or  (un  refund  ot  the  lee 

Subscription  tax-deductible  and  non-assignable  Foreign  rates  on  |  . 
request  (NY  residents  add  sales  ia»  )   
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The  two  parties  will  spend  the  summer 
trying  to  outpromise  each  other.  Until  it's 
over,  the  market  may  take  a  vacation. 

CONVENTIONAL 
WISDOM 


By  Ann  C.  Brown 


By  the  end  of  Au- 
gust, it's  a  good  bet 
that  whoever  urged 
Mr.  Carter  and  com- 
pany to  choose  the 
Big  Apple  for  the 
reelection  jamboree 
will  find  himself  or 
herself  the  only  ca- 
sualty of  the  Presi- 
dent's 1976  cam- 
paign declaration  of  war  on  the  size  of 
the  federal  government.  As  of  this 
writing,  the  Democratic  delegates  are 
just  beginning  to  trickle  into  town  but 
already  there  are  signs  of  discontent. 

Whatever  divisions  exist  between 
the  Kennedy/Carter  forces  will  be 
magnified  many  times  over  due  to  the 
fact  that  the  smoke-filled  arena  is 
only  a  videotape's  throw  away  from 
the  three  major  television  networks. 
Now  that  the  crews  aren't  busy  cover- 
ing Iran  or  the  Moscow  Olympics, 
there's  plenty  of  talent  on  hand  to 
report  every  divisive  detail — no  mat- 
ter how  small  or  irrelevant.  After  the 
Republican  unity  love-in,  the  broad- 
casters are  starved  for  some  "action" 
to  keep  the  sets  tuned  in  and  the 
advertisers  turned  on. 

New  York  is  one  of  the  few  cities 
where  the  minorities  are  the  major- 
ity. Hardly  a  day  goes  by  here,  even 
in  normal  times,  when  someone 
isn't  demonstrating  for  or  against 
something.  With  the  lights  on  and 
the  cameras  beaming  to  the  nation 
and  the  world,  the  local  fomenters 
and  dissenters  are  going  to  do  every- 
thing possible  to  grab  center  stage.  I 
look  for  protests  from  the  unem- 
ployed, the  overtaxed,  the  gays,  the 
ERA-ers,  the  pro-  and  no-nukes,  the 
farmers,  organized  labor  and  every  eth- 
nic and  religious  group  with  a  gripe 
against  the  government,  which  means 

Ann  C.  Brown  is  executive  vice  president  of  tlx 
New  York  investment  firm  of  Melhado,  Flynn  & 
Vv.<  suites. 


every   ethnic   and   religious  group. 

Until  all  the  ballyhoo  and  conven- 
tion balloting  is  over,  the  summer  rally 
in  the  stock  market  may  decide  to  take 
a  vacation.  By  the  middle  of  the 
month,  some  very  disappointing  sec- 
ond-quarter earnings  will  be  hitting 
the  presses  as  the  populace  is  hitting 
the  bricks  (and,  hopefully,  not  one  an- 
other). Besides,  the  recent  plunge  in 
interest  rates  should  be  leveling  off  as 
the  monetary  hotshots  who  initially 
set  the  market  on  fire  regain  their  cool. 
However,  by  the  time  the  frost  is  on 
the  pumpkin,  stock  prices  should 
again  be  on  the  rise. 

Come  this  autumn  we  should  be 
well  into  the  recession  and  the  anti- 
recessionary measures  undertaken 
earlier  in  the  year  should  start  to  pro- 
duce results.  Borrowing  will  be 
cheaper  for  both  business  and  consum- 
ers, and  credit  controls  will  be  all  but 
forgotten.  Unemployment,  although 
still  grim,  probably  will  be  climbing  at 
a  much  slower  pace.  The  air  will  crack- 
le with  talk  of  tax  cuts,  with  each 
political  party  playing  "who  can  prom- 
ise the  deepest  slashes"  in  its  bid  for 
November  votes. 

And  just  suppose  OPEC  decides 
not  to  hike  oil  prices  the  next  time 
around  for  fear  that  any  increase 
might  knock  the  wheels  off  the  cartel 
as  America  exports  its  slow- 
growth/no-growth  economy  to  other 
key  industrial  countries.  Should  this 
happen  and  should  we  harvest  bump- 
er crops,  the  inflation  rate  may  de- 
cline even  more  than  is  currently  an- 
ticipated— if  only  temporarily.  But 
temporary  or  not,  look  how  the  Brit- 
ish stock  market  soared  when  their 
inflation  rate  started  coming  down. 
Today,  I'd  rather  a  buyer  of  shares 
than  a  seller  be — or  a  guesser  of  lows. 

It  was  back  in  1978  when  I  first 
recommended  Ameracia  Hess  (57).  Be- 
fore the  recent  announcement  of  a 
2-for-l  split  the  stock  had  doubled. 
After  doubling  in  two  years,  how  far 
can  the  stock  still  go?  Possibly  an- 
other double  if  the  latest  earnings 


projections  are  remotely  right.  N 
energy  buddies,  who  have  help 
make  my  clients  a  lot  of  money  tf! 
year,  have  recently  bumped  th< 
earlier  estimated  earnings  for  Ami 
ada  Hess  from  $11.50  (split-adjust 
$5.75)  this  year  to  $13.50  ($6.7 
and  from  $12  ($6)  next  year 
around  $14.50  ($7.25).  Amerada  He 
has  excellent  refining  operations  b 
currently  produces  only  about  or 
fourth  of  the  crude  oil  it  process^ 
The  big  kicker  here  is  that  the  coi 
pany  has  large  new  acreage  in  t 
Overthrust  Belt  in  Wyoming,  t 
Beaufort  Sea  in  Alaska  and  t 
Georges  Bank  off  Massachusetts 
promising  exploration  areas  all.  Be 
of  all,  the  present  value  of  prov 
reserves  is  $298  ($149  after  the  spl 
a  share  if  you  include  the  somewb 
risky  foreign  properties. 

Woods  Petroleum  (25),  recently  sp 
2-for-l,  was  a  1979  recommend  at 
(split-adjusted).  The  company,  if  y< 
recall,  is  a  relatively  small  indepe 
dent  oil  and  gas  exploration  out 
operating  principally  in  the  midst 
tion  of  the  country  and  around  t 
Rocky  Mountains.  Earlier  this  ye 
Woods  Petroleum  sold  off  the  Ha: 
zog  Draw  field  to  Gulf  Oil  and  us 
part  of  the  proceeds  to  eliminate  ; 
of  the  company  debt.  Excluding  t 
66-cents-per-share  nonrecurring  ga 
from  the  Gulf  sale,  the  company 
estimated  to  earn  $1.25  from  co 
tinuing  operations  in  1980,  vs.  $1.1 
last  year.  Woods  Petroleum  is  expec 
ed  to  grow  20%  to  30%  per  year  f 
the  next  several  years,  which  seer 
possible  particularly  since  the  cot 
pany  has  over  40  new  gas  wells  wa 
ing  to  be  hooked  up  to  pipelines. 

So  much  for  a  couple  of  stock  su 
cess  stories.  One  of  my  unsuccessf 
picks  was  this  year's  selection  of  To 
Co.  (14,  down  from  the  recommend 
price  of  19).  Nothing  wrong  with  t. 
company  that  a  couple  of  normal  wi 
ters  and  lower  interest  rates  wor 
cure.  Poor  Toro  has  been  high-hnan 
ing  a  large  inventory  of  snowblowe: 
automatic  snow  shovels  and  the  li 
since  the  fluffy  white  stuff  failed 
fall.  Then  it  was  the  Admimstratior 
turn  to  trim  profits  by  slamming  i 
consumei  credit  controls  just  in  tin 
for  the  summer  lawn-care  selling  se 
son.  While  earnings  this  fiscal  ye 
just  ended  may  drop  to  around  $1." 
per  share  from  $3.12  in  1979,  ti 
grass  is  looking  greener  on  the  oth 
side  of  1981.  With  July  fiscal  19: 
estimates  in  the  neighborhood 
$1.50  per  share,  fiscal  1982  cou 
show  $3.50.  ■ 
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Market  Trends 


\  1(  )N  EY  &  INV  ESTM  KNTS 


The  leeway  for  "reflating"  ourselves  out  of 
the  recession  has  been  drastically  curtailed. 

FT  WELL  BE 
A  ROUGH  ONE 


By  Ashby  Bladen 


Doing  an  economic 
forecast  by  using  an 
econometric  model, 
instead  of  trying  to 
be  sure  that  you 
thoroughly  under- 
stand the  dynamics 
of  the  situation,  is  a 
dangerous  business. 
Economists  fre- 
quently do  this  and 
just  as  frequently  make  foolish  fore- 
casts. An  econometric  model  is  sim- 
ply a  series  of  algebraic  equations  that 
show  how  everything  has  historically 
been  correlated  with  everything  else. 
It  works  fine  as  long  as  nothing  im- 
portant changes,  but  in  the  real  world 
fundamental  relationships  do  change, 
and  unless  you  understand  the  basics 
that  caused  the  change,  your  forecast 
is  likely  to  go  sailing  off  into  the  wild 
blue  yonder. 

This  helps  to  explain  why  so  many 
economists  underestimated  the 
strength  of  inflation  last  year  and  pre- 
dicted a  recession  much  toe;  early.  Be- 
fore 1976,  Americans  saved  on  aver- 
age 6'/2%  of  their  incomes.  So  the 
econometric  models  assumed  that 
they  would  always  save  around  6'/2%. 
Whenever  the  rate  fell  much  below 
that  figure  the  models  in  effect  forced 
you  to  forecast  a  restoration  of  the 
savings  rate  by  a  reduction  in  con- 
sumer spending,  and,  therefore,  a  re- 
cession. But  people  changed  and  the 
models  didn't.  After  1976  the  personal 
savings  rate  fell  steadily  further  below 
6'/2%.  Our  less  perceptive  economists 
kept  telling  us  that  a  mild  recession 
was  imminent. 

Before  1976  the  ordinary  American 
apparently  thought  that  inflation  sim- 
ply made  the  future  outlook  more  dan- 
gerous and  uncertain,  so  there  was  a 

Ashby  litacieri  is  senior  rice  president-invest- 
ments for  the  (luci)  diem  life  Insurcoice  Co.  of 
America,  and  autlxjr  of  How  to  Cope  with  the 
Developing  Financial  Crisis. 


tendency  for  the  savings  rate  actually 
to  rise  as  inflation  worsened.  But 
since  then  he  and  she  have  concluded 
that  a  rising,  and  now  inflation-proof, 
level  of  Social  Security  benefits  makes 
saving  for' your  old  age  less  necessary, 
foolish  even.  So  Americans  went  off 
on  a  borrowing  and  spending  spree  of 
epic  proportions.  During  the  last  four 
years  they  have  borrowed  half  a  tril- 
lion dollars — or  about  one-fourth  of 
one  year's  total  personal  income — 
through  consumer  credit  and  mort- 
gages on  houses  alone.  The  obvious 
result  was  an  inflationary  boom  rather 
than  the  recession  forecast  by  so 
many  of  the  econometric  models. 

The  popular  inflation  hedge  that 
people  were  most  eager  to  buy  and 
borrow  against  was  houses.  The  in- 
crease in  mortgage  debt  on  houses 
over  the  last  four  years  was  $375  bil- 
lion. In  my  judgment,  the  borrowing 
on  and  bidding  up  of  house  prices 
have  gone  much  too  far,  and  have  left 
them  vulnerable  to  a  crash.  In  the  Oct. 
15,  1979  issue  I  wrote  that  "the  de- 
cline in  house  prices  and  the  recession 
will  occur  when  people  become  more 
worried  about  the  .size  of  their  debts 
than  they  are  about  the  damage  that 
inflation  is  doing  to  the  real  value  of 
their  incomes  and  savings." 

That  point  may  have  arrived.  Since 
Iran,  several  other  severe  shocks  have 
hit  us.  The  political  attempt  to  insu- 
late us  from  the  world  price  of  petro- 
leum failed  and  precipitated  the  disas- 
ter in  the  automobile  industry.  The 
Russian  invasion  of  Afghanistan  re- 
minded us  that  the  world  is  a  danger- 
ous and  unstable  place,  and  apparently 
convinced  almost  everybody  in  the 
country  except  the  President  that  we 
badly  need  to  rearm.  The  fear  of  a 
rearmament  boom  superimposed 
upon  the  personal  spending  boom  in 
turn  produced  an  unprecedented  level 
of  interest  rates  and  a  collapse  both  of 
housing  starts  and  bond  prices.  Final- 
ly, just  when  it  was  becoming  clear 
that  consumers'  confidence  had  al- 
ready  begun   to   collapse,   the  Fed 


knocked  the  personal  spending  be 
in  the  head  with  spectacularly  r, 
timed  credit  controls. 

We  are  in  a  deep  crisis.  During 
last  several  years  the  American  pec 
have  not  been  saving  and  investin 
the  tools  that  make  human  effl 
more  efficient  and  productive, 
have  fended  off  a  severe  drop  in 
national  standard  of  living — that 
declining  productivity  would  ot| 
wise  have  caused — only  by  borrow 
heavily  both  at  home  and  abroad 
by  now  foreign  confidence  in 
creditworthiness  of  the  U.S.  has  b 
eroded  so  severely  that  we  can  m; 
tain  the  international  value  of  the  < 
lar  only  by  paying  relatively  high 
terest  rates  on  our  foreign  borrowin 
Thus  the  leeway  for  "reflating"  c 
selves  out  of  recession  has  been  d 
tically  curtailed. 

The  one  thing  that  could  have  eai 
the  recessionary  blow  would  h 
been  rapid  rearmament  in  responst 
Afghanistan.  That  option  is  still  o 
to  us,  but  not,  apparently,  until  a  rl 
Administration  is  installed  next  yc 

The  outlook  for  economic  acti^ 
and  our  standard  of  living  during 
months  ahead  is  grim.  If  it  is 
consolation — and  I  suppose  it  is — 
very  grimness  of  the  economic  < 
look  does  bode  well  for  a  decline 
the  inflation  rate. 

A  current  example  of  the  Fed 
Reserve's  inability  to  do  much  ab 
the  recession  as  well  as  of  its  appar 
misunderstanding  is  the  much-pu 
cized  shortfall  of  the  monetary  ag£ 
gates  below  their  announced  targn 
The  money  supply  isn't  growing 
fast  as  the  Fed  said  it  would  make 
grow.  Congress  will  shortly  be 
manding  to  know  why  not.  This  is 
old  error,  and  the  politicians  are  m 
ing  it  again:  You  can  make  ere 
available  by  injecting  reserves  ii 
the  banking  system  but  you  cai 
make  people  borrow  the  availa 
credit.  In  short,  the  Fed  doesn't  c 
trol  the  money  supply,-  it  simply  c 
trols  bank  reserves.  If  people  no  Ion 
want  to  borrow,  or  have  become 
scared  to  borrow,  they  won't  do  so, 
matter  how  loaded  the  banks  are  w 
available  money.  And  that  is  exac 
what  appears  to  be  happening  nt 
The  vast  expansion  of  consumer  cr 
it,  fueled  by  a  change  in  people's  a 
tudes  toward  inflation  and  made  p 
sible  by  heavy  borrowing  on  homes 
over.  Now  comes  the  recession.  It 
going  to  be  a  severe  one.  ■ 


Dr.  Srully  Blotnick  is  on  vacation;  his  colu 
will  return  in  the  next  issue 
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REAL  ESTATE 

REAL  ESTATE 

Oceanfront  Condominiums 


'HILTON  HEAD  ISLAND 


$68,900/$6,900  down 

Fully  furnished  oceanfront  condominiums  on  Hilton 
Head  Island  are  becoming  scarce.  Inquire  today. 

Call  803-785-8666. 

Hilton  Head 

Beach  and  Tennis  Resort 

360  Payments  ol  $710  21/APR  14% 
APR  subiecl  to  change 
This  otter  not  valid  in  stales  where  restricted  By  law 


Treehouse 


Assemble  This  Unique  Home 
In  A  Few  Weeks 
For  Price  &  Construction 
Package  Information  Send  $4.00  To: 


Hfopsider  Homes 


P.O.  Box  849  F 
Yadkinville.  N  C  27055 
919-679-8846 


TAHITI 

Twin   Tahitian  houses,   a  sea- 
front  home,  a  hilltop  home,  35 
miles  from  Papeete,  on  Tahiti, 
Iti  .  .  .  Paradise  setting,  llA  + 
acres,    formerly    Zane  Grey's 
fishing  camp,  available  for  im- 
mediate occupancy.  Offered  at 
$350,000  U.S.,  fully  equipped. 
Box  A 198  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
<  O  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 197  Forbes 

60  Fifth  Avenue 
New  York,  NY  1001 1 


FLORIDA  LAND 

On  St.  Johns  River:  30,000  acres  un- 
developed land,  18  miles  east  of  Or- 
lando, between  State  Roads  46  &  50. 
Contact  owner: 

NORRIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


HEALTH  CARE 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


TOTAL  MIND  POWER 

(HOW  TO  USE  THE  OTHER 
90%  OF  YOUR  MIND) 

free  booklet 
TOTAL  MIND  POWER 
INSTITUTE 
#4,  LARKSPUR,  CA  94939 
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RESIDENCE  FOR 
CHRONIC  PSYCHIATRIC 
PATIENTS 

A  new  residential  program  for 
recently  hospitalized  long-term 
psychiatric;  patients  will  start  in 
Philadelphia  this  summer.  Situ- 
ated in  a  handsome  fieldstone 
home,  this  specialized  program 
promoting  each  resident's  inde- 
pendence and  skills,  will  be  under 
the  guidance  of  Friends  Hospital, 
America's  lirst  private  nonprofit 
psychiatric  hospital,  founded  by 
Quakers  in  1813.  Thirteen  patient 
limit.  $80  per  diem.  For  more  de- 
tails write  Diane  Attenborough, 
R.N.,  Greystone  House.  Friends 
Hospital,  4745  E.  Roosevelt  Boule- 
vard, Philadelphia,  PA  19124. 
(Phone  215-831-4600.) 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipeases:  $4.95;  three  for  $14 
Hinders:  $6.50;  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  lones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  1914. 


"The  Prostate  Gland 
in  Health  and  Disease" 

Informative  and  interesting  cassette 
tapes    coordinated    with  four-color 
anatomical  drawings  are  available  at 
nominal  cost.  For  further  informa- 
tion, send  self-addressed  envelope  to: 
The  Layman's  Medical  Institute 
P.O.  Box  61255 
New  Orleans,  LA  70161 


COLORADO  ROCKIES 

2  FOOTHILL  FRONT  RANGE  RANCHES:  *4,250  ac  14  miles  west 
Loveland,"  Colorado,  60  miles  to  Denver.  Adjoins  Nat'I  Forest.  Beautifi 
tree-covered  mtn  pasture  with  green  parks.  6,000  to  8,000  ft  elevation.  A 
weather  road  Abundant  deer  &  elk.  This  ranch's  unique  quality  is  that 
is  suitable  for  recreation-type  secondary  home  or  it  would  suit  for  primai 
home  site  because  of  proximity  to  front  range  activity,  *1920  ac  adjoin  tl 
above  ranch.  Same  qualities,  smaller  acreage. 

COLORADO  WESTERN  SLOPE:  *9,500  ac  bet.  Vail  &  Stmbt  Spgs,  1 
miles  to  Denver,  has  govt  &  pvt  leases.  Beautiful  mountain  tree-coven 
land  with  streams  &  lakes  for  fishing;  has  deer  &  elk.  Summer  apprx  17 
yrlings.  Irrig  apprx  500  ac.  Well-located  for  summer  &  winter  recreatia 
■A-1,120  ac  1  hr  from  Stmbt  Spgs,  similar  to  above.  Beautiful  country  wi 
good  deer  &  elk  hunting,  good  fishing.  Adjoins  Nat'I  Forest.  Good  irri 
hayland.  -^Famous  Yampa  Valley  40  min.  from  Stmbt  Spgs,  1030  deed* 
ac  +  30-head  forest  permit;  adjoins  Nat'I  Forest.  Fishing  stream,  elk 
deer  hunting.  Beautiful  tree-covered  country.  -A- 1 170  deeded  ac  beautif 
valley,  1  mile  of  good  fishing  river,  deer  hunting:  4-bedrm  modern  li 
home,  good  barns  &  outbuildings.  -£1260  ac  just  9  miles  from  Mt  Werm 
ski  area.  Development  potential. 
EASTERN  COLORADO:  ★1880  ac  S.E.  of  Denver  30  miles,  some  tr 
cover — nice  impvts.  Run  125  cows  or  make  a  horse  ranch.  -A-Horse  Ran 
— 10  miles  W.  of  Loveland,  Colorado.  245  ac  of  which  45  ac  are  irrig.  L< 
&  Moss  Rock  Home — Extensive  horse  impvts. 
AND  THAT'S  NOT  ALL!  For  information  on  these  &  other  properti 
contact  us:  ORR  LAND  COMPANY 

4455  Harlan  St.,  Wheat  Ridge,  CO  80033 
(303)  424-5010 


. — Chapel  Hill  N 

Award  Winning  Energy  Efficient 
Homes.  $55,000  to  $75,000. 
Call  or  write  for  literature. 
Fitch  Creations,  Inc. 

r».0  Box  1 1 1  Chapel  Hill,  N.C.  27514 
800-334-5475 
In  N.C  919-942-5107 


FREE  CATALOG 

Big  .  .  .  Free  FALL  1980  Ca 
describes  and  pictures  more  than 
farms,  ranches,  acreages,  recreat 
properties,  businesses,  town  and  c 
try  homes  in  43  states  coast  to  c 
Please  specify  type  and  location 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$22.30.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $312.20.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$21.90.  Minimum  size  for  display  of  two  inches  (28 
agate  lines)  costing  $613.20.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 


SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 
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CECUTIVE  FINANCIAL 
SERVICES 

OU  NEED  FINANCING? 

t  a  new  business?  For  an  ex- 
lusiness?  For  a  mortgage?  Our 
ial  Sources  Directory  tells  *you 
Financial  Institutions  are  mak- 
ns  for  New  Ventures,  Acquisi- 
Mergers,  Franchises,  Equip- 
Accounts  Receivable,  First  & 

Mortgages,  Tax  Exempt  Fi- 
Etc.  The  Directory  is  avail- 

$35.00  per  copy  —  postpaid, 
er  send  check  (or  for  fast  de- 
-  money  order)  to: 
.ER  PUBLICATIONS,  INC. 
178A/23573  Prospect  Avenue 
Farmington.  MI  48024 


APITAL  TO  INVEST 


EATIVE  FINANCING 

al  guarantees 

able  letters  of  credit 

o  open  escrows 

fs-Takeout-Permanent  loans 

ate  or  venture  capital 

ROKERS  PROTECTED 

END  PACKAGES  TO: 

BANCOR  LTD. 
San  Nicolas  Dr.  Suite  206 
ewport  Beach.  CA  92660 
714/640-1633 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


FUNDS 
AVAILABLE 

FOR 

[PENSATING  BALANCES 

TIME  DEPOSITS 
NTAR  CORPORATION 
70  LEXINGTON  AVE. 
EW  YORK,  N.Y.  10017 
(212)  689-8104 


FACTS  ABOUT 
JES  SUBSCRIBERS 

al  paid  circulation: 
1,000 

1,000  are  in  top 
nagement  positions 

1,000  serve  on  their 
npanies'  board  of 
ectors 

5,000  serve  on 
ards  of  one  or  more 
"npanies 

),000  own  securities, 
erage  value: 
^3,000 

erage  household 
ome:  $93,000 

erage  net  worth: 
24.000 


$105,000  Cash  Paid 
Oil  Lease  Winner  in 
U.S  Gov't.  Lottery! 

Winners  Collect  Millions$$ 


New  York.  N.Y.  (Special)  Robert  F  Bennell 
of  Rhode  Island  wrote  to  lis  tor  free  informa- 
tion andentrycardsonthe  U  S  Gov't  Lottery 
for  Oil  &  Gas  l  ease  Rights  and  the  third  lime 
he  entered  he  won!  Collected  $105. 000 cash  for 
rights  to  his  parcel.  PLUS  he  also  will  collect 
royalty  payments  for  all  oil  pumped  from  the 
land.  You  too  could  be  a  big  winner  in  this  little 
known  U.S.  Lottery  Millions  of  dollars  have 
been  paid  for  leases  —  hundreds  of  winners  ev- 
ery month  Any  U  S  citizen  age  21  or  over  can 
enter  for  a  tax-deductible  $  10  government  fee 
For  FREE  REPORT.  Official  Entrj  (.mis 
Parcels  to  be  drawn,  write  to  Energy  Group ol 
America  1308  Hmpire  State  Bldg.,  Depart- 
ment FOR080,New  York.  NY  10001. 


FREE  MONEY 
REPORT 

5,000  unique  money  sources  for  new 
or  existing  businesses  at  very  com- 
petitive rates.  Lucrative,  prestigious 
business  opportunities  also  available. 
Work  your  own  hours.  No  experience 
necessary.  Proven  success  formula. 
National  company  will  assist  every 
way  possible.  Write:  DFC,  Dept. 
43-B-8,  1145  Reservoir  Avenue,  Cran- 
ston, Rhode  Island  02920. 


1-800-327-6970 

Facts  About  U.S. 
Oil/Gas  Lease  Program: 

•  FRC  special  offer  of  $10. 
filing  per  family  to  introduce 
you  to  this  program 

•  $1,200,000  awarded  to  FRC 
clients  in  past  8  months 

•  Oil  prices  doubled 
since  1977 

•  100%  Tax  Deductible 
Complimentary  Brochur* 


FRC.  6  Beacon  St  .  Boston.  MA  02108 


AVIATION 


SAVE  $100,000  ON  NEW 
CESSNA  CITATION  I,  SP. 

To  be  delivered  by  factory 
in  September,  1980. 
Call  Homer  Lane 
for  details. 
(602)  257-1234 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


Ca/u/d® 

Since  1934 

INVENTORS  OF  THE  PATENTED 
CARVEL  ICE  CREAM  MACHINE 
AND  THE  ORIGINATOR  OF  THE 
ICE  CREAM  LICENSING  INDUSTRY 

SEEKS  QUALIFIED  INVESTORS 
FOR  AREA  LICENSES  IN  MAJOR 
U.S.  &  FOREIGN  MARKETS. 

MINIMUM 

$1,000,000 
INVESTMENT 

PRINCIPALS  ONLY 

Reply  to: 

CARVEL  CORPORATION 
41  51  State  Road  84  -  Dept.  E 
Fort  Lauderdale.  Fl.  33314 
or  call  toll  free 

800-327-2754 


WIN  BIG  OIL  MONEY 


Plus 
to. 

Benefits 


and  gat  leaaa  dn 


■l  tiling  I 


lionCa 


Toll-Fraat-BOl 
IM.  IMI.Eal  6.  In  Colorado  CallCollai 
1-447-1399.  Eil  6.  OrWrlla..,. 

F.  Milligan,  inc. 

194?  ?0lh  si  ,  Drawer  3409FM 
Bouldar.  CO  90107 


r----  HOME  IMPORT— —« 
|      MAIL  ORDER  BUSINESS 

I  Big  earnings  in  profitable  spare/  ( 
I  full  time  project.  Deal  direct  9 
I  with  overseas  suppliers.  Newest  ■ 
I  products  at  fraction  U.S.  cost.  • 
I  Up  to  500%  profit.  No  product  , 
I  investment.  Famous  world  ■ 
•  trader  starts  you. 
■  Write:  Mellinger,  Dept.  C1598  j 
^ Woodland  Hnis,j:_A_  9 K36 7 mj j 


Petrogram  Services  offers  a  new  Con- 
cept in  filing  for  oil  &  gas  leases. $15 
per  filing  period  brings  you  instruc- 
tions, materials  &  geological  recom- 
mendations. For  free  brochure  contact: 
Petrogram  Services,  2300  Candelaria, 
Albuquerque,  NM  87107;  (800) 
528-6050  Ext.  1980. 


EXECUTIVE  SERVICES 

STRESS  MANAGEMENT 

Stress  Management  Seminars  for 
Managers  by  a  University  of  Michi- 
gan Ph.D.  Relaxing  autumn  week- 
ends in  beautiful  Lake  Placid,  New 
York.  Send  $1  for  complete  infor- 
mation to  Dr.  Charles  F.  Spinazola. 
P.O.  Box  7285,  Ann  Arbor,  MI 
48107.  (313)  483-7955. 


CLUB  SPECIALIST 

•  CLUB  ORGANIZER 
•  DEVELOPER 
•  CONSULTANT 

All  phases  of  City /Country  Clubs 

COLIN  D.B.  TUTT 

213  S.  Jefferson  St.  (Suite  1007) 
Roanoke,  VI  24011  /  (703)  342-1157 


® 


Forbes:  Capitalist  Tool 


MERCHANDISE  FOR  SALE 

LET  THIS  WORD  GO  FORTH! 

DON'T 


Never  more  relevant  than  now! 
Bold,  New,  Colorful  Designs!  Top 
quality  Tee  Shirts  —  Adult  sizes: 
S  M  L  XL,  $6.50  ea.  3  for  $1(5.50. 
Vinyl  Bumperstickers.  $1.75  ea.  $16 
dozen.  Buttons,  $1  ea.  $9  dozen.  All 
items  postpaid.  CAL  residents  add 
6%  tax.  American  Express,  Visa, 
Mastercard  —  $10  min.  Give  card 
number  and  expiration  date.  Send 
payment  to: 

Stores  Trading  Group,  Inc. 
Dept.  (Al)  P.O.  Box  788 
Lawndale,  CA  90260 


EXECUTIVE  GIFTS 


AUTHORIZED  TRS-80'     DFAIER  A301 
COMPUTER  SPECIALISTS 


Up  to  15%  Discount 
on  TRS-80  s 

26  1051  4K  LEVEL  I  $424  00 

26-1056  16K  LEVEL  II  $700  00 

26-4002  64K  1  DRIVE  $3499  00 

1-800-841-0860  toll  free 
micro  management  systems,  inc. 

Downtown  Plaio  Shopping  Center 
115  C  Second  Av..  S.W. 
Cairo.  Georgia  31728 
(912)  377  7120  Go    Phone  No 


TRS-80  COMPUTERS 

As  a  Radio  Shack  »  Authorized  Sales 
Center  owned  &  operated  by  Pan  Amer 
ican  Electronics,  Inc.,  we  can  sell  them 
for  less.  No  taxes  collected  on  out  of 
state  shipments.  We  pay  shipping  £t  in- 
surance 

TOLL  FREE  800/531  7466 
Texas  &  Main  No  512/581  2765 
1117  Conway.  Mission.  Texas  78572 


EXECUTIVE  POSITION 
AVAILABLE 


PRESIDENT 

LEWIS  &  CLARK  COLLEGE 

Selective,  coeducational,  113-yr- 
old  Presbyterian  related  liberal 
arts  college.  Bachelors,  masters, 
JD  degrees;  combined  enroll- 
ment 3,000  (46  states,  30  na- 
tions). CEO  reports  to  Board 
of  Trustees.  Effective  7/1/81. 
Send  nominations  or  applica- 
tion letters  w/resumcs  &  refer- 
ences by  11/1/80  to: 
R.L.  Ridgley,  Chairman,  Presi- 
dential Selection  Committee, 
Lewis  &  Clark  College, 
Portland,  OR  97219.  eoe/aae 


It  is  that  good  hard  second 
look — taken  not  just  for  one's 
own  sake  but  for  everyone 
else's  too — that  very  often 
reveals  that  the  "impossible" 
task  is  quite  possible  after  all. 
Maxwell  Maltz 


All  problems  cannot  be 
solved,  but  some  problems 
are  diluted  by  time. 
Robert  Half 


Those  who  try  to  do  something 
and  fail  are  infinitely  better 
than  those  who  try  to  do 
nothing  and  succeed. 
Richard  Bird 


When  there  is  no  peril  in 
the  fight,  there  is  no 
glory  in  the  triumph. 
Pierre  Corneille 


A  Text . . . 

Better  is  the  end  of  a 
thing  than  the  beginning 
thereof:  and  the  patient 
in  spirit  is  better  than 
the  proud  in  spirit. 

ECCLESIASTES  7:8 


Sent  in  by  Edgar  Isaacs  D,  Lincoln,  Del. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used 


For  us,  there  is 
only  the  trying. 
T.S.  Eliot 


Our  great  leaders,  right  or 
wrong,  were  usually  stubborn 
and  each  was  convinced  that 
his  was  the  only  way.  Many 
of  them  deliberately  or 
recklessly  staked  their  lives 
on  it  and  in  so  doing  made 
such  a  big  splash  that  some 
of  the  radiating  waves  have 
continued  on  and  on. 
Samuel  Weir 


Thoughts 

on  the  Business  of  Life 


Have  no  fear  of  failure. 
Just  think  of  it  as  one  of 
the  many  steps  in  the  business 
of  getting  ahead  in  life. 
John  J.  Rowlands 


History  has  demonstrated  that 
the  most  notable  winners 
usually  encountered 
heartbreaking  <  tbstacles 
before  /hey  triumphed 
They  finally  won  bec  ause 
/bey  refused  to  become 
discouraged  by  their  defeats 
Disappointments  acted  as 
a  challenge  to  their  manhood 
Don  't  let  difficulties 
discourage  you! 
B.C.  Forbes 


Nothing  splendid  has  ever 
been  achieved  except  by 
those  who  dared  believe 
that  something  inside  them 
was  superior  to  circumstances. 
Bruce  Barton 


The  rewards  in  business 
go  to  the  man  who  does 
something  with  an  idea. 
William  Benton 


It  doesn't  matter  how  many 
times  you  are  knocked  down 
but  how  you  spring  up  again 
that  really  counts. 
Owen  Oberg 


The  greatest  obstacle  to 
being  heroic  is  the  doubt 
whether  one  may  not  be  going 
to  prove  one's  self  a  fool; 
the  truest  heroism  is  to  resist 
the  doubt,  and  the  profoundest 
wisdom  to  know  when  it  ought 
to  be  resisted,  and  when 
to  be  obeyed.  . 
Nathaniel  Hawthorne 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  avadable  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
NY.  1001 1.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


The  road  to  growth,  authertici 
and  empathy  is  not  the  road  to 
happiness.  It  is  a  path  full 
of  conflict,  pain  and  even 
suffering.  But  to  eliminate 
these  from  life  would  be  to 
deny  the  fullness  and  richness 
that  life  offers. 
Arthur  Dobrin 


Nothing  comes  easy 
that  is  done  well. 
Harry  F.  Banks 


The  biggest  human  temptation 
is  not  to  ambition  too  much, 
but  to  settle  for  too  little. 
Thomas  Merton 


There's  no  failure  except 
in  no  longer  trying. 
Elbert  Hubbard 


The  block  of  granite  which 
was  an  obstacle  in  the 
pathway  of  the  weak  becomes 
a  stepping-stone  in  the 
pathway  of  the  strong. 
Thomas  Carlyle 


Genius  begins  great  works; 
labor  alone  finishes  them. 
Joseph  Joubert 


Ships,  like  men,  do  poorly 
when  the  wind  is  directly 
behind,  pushing  them  sloppily 
on  their  way.  .  .  .  What  is 
needed  is  a  wind  slightly 
opposed  to  the  ship,  for 
then  tension  can  be  maintainec 
and  juices  can  flow  and  ideas 
germinate,  for  ships,  like 
men,  respond  to  challenge. 
Iames  Michener 


Don't  expect  a  laurel  wreath 
without  a  few  thorns. 
Arnold  Glasow 


i 
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3ENTING  THE  FIRST  NEW  JAGUAR  SEDAN  IN  A  DECADE 

\E  SERIES  III  SEDAN. 
v/IPLY 

\E  BESTJAGUAR  EVER  BUILT 


pass  the  very  high 
ards  of  handling, 
lse  and  luxury  set 
vious  Jaguars  is  a 
able  challenge.  In 
w  Series  III  sedan, 
lallenge  has  been 
id  mastered. 
Series  III  is,  very 
i  the  best  Jaguar 
ever  built. 

Degin  with  its  en- 
t  is  our  famous  4.2  litre,  double 
jad-cam  Six  with  the  incredible 
ise  of  a  computerized  Bosch/ 

electronic  fuel-injection  system. 
3d  with  a  thoroughly  dependable 
)nic  ignition  and  our  automatic 
:art  enrichment  fuel-injection  sys- 
ie  car  is  uncommonly  reliable  in 
g  up,  even  when  left  out  in  cold 
er.  And  every  Jaguar  engine  is 
Jually  bench-tested,  then  road- 

too,  before  it  is  certified  accept- 
ir  shipment. 

perhaps  the  ultimate  test  of 
ess  in  any  luxury  car  is  the  way  it 
;.  And  nothing  moves,  handles  or 
ids  like  a  Jaguar  Series  III.  The 
ig  is  smooth  and  precise,  thanks 


to  a  power  rack  and  pinion  system.  Fully 
independent  suspension  on  all  four 
wheels  gives  you  a  constant  sense  of 
control,  regardless  of  the  road  surface. 
And  four-wheel  power  disc  brakes  stop 
the  car  with  silken  authority. 

In  refining  the  exterior  styling  of  our 
classic  XJ  sedan,  we  studied  the  car 
long  and  thoughtfully.  Then  we  added  a 
new,  sleeker  roofline  that  gives  the  car 
more  glass,  better  visibility  and  more 
headroom  for  rear  passengers.  There  is 
a  new  grille,  new  and  more  subtly  inte- 
grated bumpers,  a  new  taillight  grouping 
and  other  refinements  of  styling 
throughout  the  car. 

Inside  the  Series  III  you  will  find  many 
new  luxuries  as  standard  equipment.  As 


you  expect  in  a  Jaguar, 
superb  leathers,  rare 
burled  walnut,  deep  car- 
peting and  an  awesome 
silence  in  motion  are  all 
built  into  the  car.  And  now 
there  is  a  new  cassette 
plus  stereophonic,  four- 
speaker  AM/FM  radio 
with  signal-seeking  tuner. 
There  is,  too,  a  hidden 
antenna  that  can  be  set 
to  rise  automatically  after  the  engine 
has  started,  and  to  lower  itself  when  you 
turn  off  the  engine.  Automatic  air  condi- 
tioning and  cruise  control  are  standard 
too,  as  are  radial-ply  tires  and  driver- 
operated  power  side-view  mirrors. 

The  Series  III  is  undoubtedly  the  best 
Jaguar  sedan  ever  built.  Come,  drive 
this  uncommon  machine  and  see  for 
yourself.  For  the  name  of  the  dealer 
nearest  you,  call  these  numbers  toll- 
free:  (800)  447-4700,  or,  in  Illinois,  (800) 
322-4400. 

E3  jaguar  Rover  Triumph  Inc.  Leoma  N.J  07605 

JAGUAR 


Wolf  schmidt  Genuine  Vodka: 
The  spirit  of  the  Qzap 


1 


Life  has  changed  since  the  days  c 
the  Czar.  Yet  Wolfschmidt  Genuin 
Vodka  is  still  made  here  to  the  sa  i 
supreme  standards  which  elevate 
it  to  special  appointment  to  his 
Majesty  the  Czar  and  the  Imperial 
Romanov  Court. 

Wolfschmidt  Genuine  Vodka. 
The  spirit  of  the  Czar  lives  on. 

Wolfschmidt 
Genuine  Vodka 


On  the  way  up,  the  work  may  not  get  easier 
but  the  rewards  get  better. 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  V« #>%  OLD 

>  i  %  12  >  f 

■■  ■■ . ' Vv-* 

12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.86.8  PROOE. BOTTLED  IN  SCOTLAND. IMPORTED  BY  SOMERSET  IMPORTERS, LTD., N  Y. 


THAT  LETS  YOU  CUT 


Since  its  invention, 
telephone  has 
jred  its  reputation 
>ne  of  mankinds 
;t  prized  technological  marvels. 

The  telephone  cord,  on  the  other  hand, 
been  anything  but  marvelous. 

All  these  years  it's  kept  your  phone 
n  going  places  you  go.  The  yard.  The 
age.  The  basement.  And  while  the  phone 
ipany's  solution  is  to  add  more  phones 
i  more  monthly  rental  fees),  you  still  find 
rself  scrambling  to  answer  calls. 

All  because  of  a  cord. 

Well  now,  as  in  no  other  time  in  history, 
i  have  the  chance  to  cut  that  cord.  And 
;  yourself  with  technology's  newest 
*vel:  the  cordless  Muraphone™300. 
»  world  in  your  pocket. 

Muraphone  lets  you  instantly  place  or 
wer  phone  calls  up  to  400  feet  away  from 
ir  existing  telephone,  Meaning  you  can 
m  a  full  10  acre  area  and  never  miss  a 
.  And  call  out— to  any  corner  of  the  world 
•om  places  phones-on-wires  can't  reach: 
the  pool,  under  the  car,  even  at  the 
ghbor's. 

Just  slip  the  trim  remote  handset  into  a 
:ket.  Or  clip  it  to  your  belt.  The  compan- 
base  unit  (connected  to  your  regular 
>ne)  will  relay  calls  directly  to  the  hand- 

And  alert  you  with  a  soothing  electronic 
3,  not  the  usual  shock-provoking  bell. 

To  dial  out,  use  Muraphone  as  you 
aid  any  pushbutton  telephone.  Then 
ply  press  the  handset  button  to  talk, 
iase  it  to  listen.  This  genius  even 
lembers  the  last  number  dialed— and 
ials  at  the  touch  of  a  single  button  (we 
iw  of  no  other  remote  phone,  at  any 
:e,  providing  thus  feature). 

And  its  self-contained  rechargeable 
tery  provides  up  to  15  hours  of  operation, 
en  not  in  use,  simply  slip  the  handset  into 
base  unit's  built-in  recharger. 
lento  no  extension  phone  can  match. 

Your  Muraphone  300  does  a  lot 
re  than  handle  phone  calls. 

Someone  at  the  base 
t,  for  example,  can  con- 
:  a  pei'son  with  the 
idset  at  anytime  using 


the  system's  own  intercom  channel — 
something  no  conventional  extension 
phone  can  do.  And  it's  independent  of  your 
phone  company,  so  talk  as  long  as  you  want, 
free  of  charge. 

You  can  also  use  the  intercom  to  screen 
incoming  calls.  A  person  at  the  base  unit  can 
receive  the  call  first,  put  the  caller  "on  hold," 
then  privately  page  the  handset  (the  same 
capability  you  find  in  most  office  systems— 
and  never  in  an  ordinary  extension  phone). 
If  no  one  is  at  the  base,  the  call  can  ring 
through  directly. 

Installing  Muraphone  is  easy.  Just  con- 
nect the  base  unit  to  any 
standard  wall  outlet,  and 
any  modular  phone  < 


jack  (for  those  who 
don't  have  modular 


Remote  signal 
covers  a  fuli  10 
acres.  System 
Includes  14  oz., 
6W  x  2Vj"  x 
1Vj"  handset 
and  7Vj"  x  7" 
x  2"  base 
unit  (not 
shown). 


hook-up,  jacks  and 
adapters  are  available 
at  all  phone  equip- 
ment stores). 
FCC  approved,  Muraphone  is  compati- 
ble with  all  rotary  and  pushbutton  systems; 
this  one  of  a  kind  telephone  is  already 
saving  people  thousands  of  steps  a  day— in 
homes,  offices  and  factories  throughout  the 
country. 

A  $149  surprise. 

When  we  first  heard  about  Muraphone 
300's  extraordinary  features  our  reaction  was 
the  same  as  anybody's:  How  much? 

Judging  by  its  superior  quality — and  the 
high  prices  its  few  competitors  were  asking — 
we  guessed  $300.  We  never  dreamed  we'd 
bf  offering  it  to  you  for  only  $149. 
/   Still,  we'd  like  you  to  try  it  out  first— at 
dur  risk.  With  two  weeks  to  enjoy,  first  hand, 
the  luxury  of  cordless  telephoning.  If,  within 
•that  time,  you're  not  completely  delighted, 
/simply  return  it.  The  Sharper  Image  will  re- 
'  fund  your  entire  purchase  price,  including 
delivery. 

But  quantities  are  limited,  so  give  us  a 
call  soon  to  insure  early  delivery.  See  why 
this  exciting  telephone  outperforms  all 
conventional  extension  phones.  And  why  it 
pays  to  go  cordless. 

Feature  booklet,  convenient  service-by  - 
mail,  and  90  day  warranty  included. 

Beware  of  a  cordiess  product  called  Phone  Ranger, 
that  works  on  the  same  frequency  as  CB's  (27MGHz), 
but  Is  completely  overpowered  by  CB's  fifty  times 
more  powerful  transmissions.  Muraphone  doesn't 
have  this  problem  because  it  operates  on  49MGHz, 
a  special  frequency  allotted  to  cordiess  phones, 
and  free  of  all  CB  Interference. 

ORDER  TOLL  FREE. 


Please  order  product  #214.  Credit 
card  holders  may  use  our  toll  free  number 
below.  Or  send  check  for  $149  plus  $3.50 
delivery.  Add  $8.94  sales  tax  in  California. 

800  227-3436 

In  California  800  622-0733 


THE  SHARPER  IMAGE 


260  California  St.  San  FrancibCo,  CA  9411 
(415)  788-8880 
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Rockwell  Internationa 
is  more  than  the  buildei 
of  the  first  reusable 
spaceship  engine. 

Much  more. 


Aerospace. 

(Sales,  fiscal  1979:  $1.6  billion) 


We're  prime  contractor  to  NASA  for  the  Space 
Shuttle's  system  integration,  and  for  building  the 
orbiters.  The  three  highly  sophisticated,  liquid-fueled 
main  engines  which  will  help  power  the  orbiter  at  lift-off 
are  designed  and  built  by  our  Rocketdyne  Division.  Since 
the  main  engines  and  orbiters  are  both  reusable,  the 
Space  Shuttle  system  lowers  the  cost  of  bringing  the 
many  benefits  of  space  down  to  earth. 

Our  role  in  this,  the  most  advanced  project  in  the 
history  of  space,  is  just  one  of  our  aerospace  activities. 
We  also  have  a  long,  proud  history  as  a  designer  and 
builder  of  business  and  military  aircraft.  And  we're 
building  the  Navstar  satellites  that  will  make  it  possible 
for  users  to  determine  their  positions  to  within  30  feet 
on  land,  at  sea  and  in  the  air. 


Automotive. 

(Sales,  fiscal  1979:  $1.8  billion) 


We're  a  major  supplier  of  styled  aluminum  wheels 
to  the  automotive  aftermarket,  and  to  a  growing  number 
of  passenger  car  manufacturers  in  this  country. 

Through  our  worldwide  automotive  plants,  we're 
also  an  international  supplier  of  other  passenger  car 
components,  including  steel  wheels,  seat  recliners,  coil 
springs,  window  regulators,  sunroofs,  door  latches  and 
door-locking  systems. 

Our  automotive 
components  are  in 
almost  every  U.S. 
car -and  in 
many  cars 
made  and 
driven  abroad. 


Each  Space  Shuttle  Main  Engine 

develops  470,000 pounds 
of  thrust,  operates  in 

flight  for  eight  minutes, 
and  can  he  reused  as  many  as  S3  times. 


mm'mii  ■■■■■■■■■■■■■■■■■■■■ 

Our  axles  are  installed  on  one-half  of  the  highway 
tandem  tractors  in  North  America  —  and  our  brakes  stop 
more  than  half  of  the  heavy-duty  trucks.  Our  position 
as  an  international  supplier  of  heavy-duty  vehicle 
components  is  well  established,  and  we  have  made  a 
strong  commitment  to  continued  growth. 


Earnings  per  share, 
restated  to  reflect 
the  2-for-l  split 
of  common  stock 
distributed  in  June  1980 

1976 
,$1.79 


Electronics. 

(Sales,  fiscal  1979:  $1.5  billion) 


Rockwell  international  is  a  major  multi-industry 
company,  applying  advanced  technology  to  a  wide  range 
of  products  —  in  aerospace,  automotive,  electronics  and 
general  industries.  On  May  7,  1980,  the  Board  of  Directors 
authorized  a  2-for-l  split  of  the  company's  common 
stock,  and  increased  by  five  cents  a  share  the  quarterly 
cash  dividend  on  the  common  shares  outstanding  prior  to 
the  split.  It  was  the  third  dividend  increase  in  the  past  18 
months  and  the  eighth  in  nine  years.  Fiscal  1979  sales  were 

$6.2  billion,  up  16%  over 
1978.  Fiscal  1979  net 
income,  $261.1  million, 
was  up  48%  over  1978. 
Our  18%  return  on  average 
equity  is  a  substantial  im- 
provement over  1978  and 
nearly  twice  that  of  1975. 


Return  on 
average  equity 


H§  1979 

18.0'i 


1975fil03'>| 
9.4 


1977 
11.8f< 


Fiscal  1919  sales 


General  Industries. 

(Sales,  fiscal  1979:  $1.2  billion) 


Our  inertial  navigation  systems  are 
aboard  all  Polaris  and  Poseidon 
rines,  and  are  on  the  new  Trident 
is  well.  The  advanced  technology 
J  in  our  marine  navigation  systems 
esult  of  30  years'  experience  in  this 
-and  this  is  only  one  of  the  areas 
:h  we're  a  major  defense 
nics  supplier. 


■■■■■■■■■ 


f  building  the  inertial 
tion  systems  for 
.S.  Navy  fleet  ballistic 
ssile  submarines. 


Our  electronics  businesses  also  produce  extensive 
»f  telecommunications  products  and  systems, 
ition ,  we're  one  of  the  world's  leading  suppliers  of 
cs  for  air  transport,  general  aviation  and  military 
:t.  We  also  produce  a  variety  of  microelectronic 
band  devices,  including  industrial  and 
ercial  bubble  memory  systems. 


Two  out 
of  every  three 
U.S.  newspapers 
are  printed  on 
our  Goss  presses. 


We're  a  world  leader  in  web  offset  newspaper 
presses.  Our  Goss  Metroliner  is  enabling  the  world's 
large  daily  newspapers  to  convert  to  the  greater 
print  clarity  and  color  capability  of  offset  printing.  We 
recently  delivered  our  two-thousandth  Metroliner  unit. 
We're  a  leading  supplier  of  high-technology 
valving  used  in  the  production,  transmission  and  processing 
of  oil  and  gas.  Our  extensive  technology  is  being  applied  to 
the  world's  growing  need  for  alternate  energy  sources:  nuclear, 
as  well  as  gasification  and  liquefaction  of  coal.  We  also  make 
meters,  power  tools  and  industrial  sewing  machines. 

For  more  about  us,  write  for  our  annual  report: 
Rockwell  International,  Dept.  815R-37, 
600  Grant  Street,  Pittsburgh,  PA  15219. 
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Rockwell  International 
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Iraq:  wealth,  talent— and  waste 


Forbes'  Minard 
Chronicling  a  tragedy. 


"What  a  tragedy,  Iraq's,"  says  Forbes' 
Lawrence  Minard.  "Here's  a  Third  World 
country  with  a  population  that  enjoys  a 
fairly  good  level  of  education,  a  proud 
history  and  bulging  coffers  and  yet  mis- 
government  condemns  most  of  its  peo- 
ple to  a  miserable,  fear-ridden  life." 
Laury  Minard,  30,  Forbes  European  bu- 
reau manager,  is  just  back  from  that  oil- 
rich  country  where  he  reported  the  cover 
story  that  begins  on  page  37.  Minard 
describes  a  situation  where  a  cynical  dic- 
tatorship wraps  itself  in  a  mantle  of  so- 
cialism and  Pan-Arabism,  avoiding  the 
bizarre  obscurantism  practiced  by  the 
Mad  Mullah  in  neighboring  Iran  but  us- 
ing methods  that  are  no  less  brutal.  Says 
Minard:  "Iraq  is  a  paradox.  It  is  urbane 
and  sophisticated  on  the  surface,  where 
women  are  free  to  shed  the  veil — and 
frequently  do — where  bars  are  crowded 


with  arak-swilling,  overweight  Kuw 
and  where  blaring  horns  and  nattq 
jackhammers  keep  up  a  constant 
But  the  government  is  a  cross  bet\i 
oriental  despotism  and  1920s  Chit} 
style  gangsterism." 

Why  a  story  on  Iraq  at  this  time?  \ 
post-Shah  Iran  in  bloody  chaos,  Iraq 
emerged  as  OPEC's  second-biggesi 
producer.  Unlike  Saudi  Arabia  the  ci 
try  has  a  substantial  population,  a  t: 
tion  of  development  and  a  good  lev< 
education.  With  the  right  kind  of  gov 
ment  it  could  be  a  force  for  peace  in 
Middle  East  and  an  example  for  q 
Arab  and  Third  World  countries.  A 
Minard  reports,  the  final  ingredieri 
missing,  and  until  the  govemn 
changes,  the  West  should  not  coun 
good  things  from  Iraq. 


Faces  behind  the  "Faces" 


Faces  Behind  The  Figures  represents  a 
familiar  journalistic  challenge— squeez- 
ing the  maximum  amount  of  informa- 
tion into  the  minimum  amount  of  space. 
In  this  issue  of  Forbes,  we've  set  a  record 
for  us — 16  individual  "Face"  items  in 
just  five  full  pages. 

A  Face  often  represents  a  clear  and 
unified  story  line — a  single  thought — 
that  could  be  told  in  1,000  words  but 
simply  works  better  at  200  or  300.  Often, 
they're  light  or  humorous  pieces,  like 
Ben  Weberman's  report  in  this  issue  on 
economist  Milton  Friedman's  encounter 
with  the  free  market.  Some  are  facets  of 


a  larger  story,  deeper  dimensions  bel 
the  headlines.  The  element  commo 
all  of  them,  though,  is  that  they're  aH 
people. 

Forbes'  writers  and  reporters  throi 
out  the  world  contribute  items  for  Fa 
often  researched  as  laboriously  as  loi 
stories  in  Forbes.  The  raw  materi 
put  into  final  form  by  Senior  Editor 
ferson  Grigsby,  who  says  his  1 7  yean 
experience  on  news  desks  of  Un 
Press  International  help  in  the  proces 
compression.  Faces  begin  on  page  9 
this  issue.  Judge  for  yourself. 
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Do  You  Have  What  It  Takes 
To  Succeed  In  The  1980s? 

Take  This  Simple  Test  And  Find  Out. 


It  will  take  you  just  a  few  minutes  to  answer  these  few  important  ques- 
tions about  yourself— these  few  moments  could  quite  possibly  change 
your  entire  future. 


Test  Your  "Future"  Potential  Here 

Yes 

No 

i 

1  . 

Are  you  currently  at  the  mercy  of  someone  else  who 
can  pull  the  rug  out  from  under  you  at  any  time  through 

no  i dun  01  your  own: 

i — i 

i — i 

Could  your  present  job  (and  income)  be  eliminated 

when  this  country  enters  an  inevitable  recession? 

□ 

□ 

3. 

Do  you  realize  you  must  plan  now  because  Social 
Security  is  almost  bankrupt  and  skyrocketing  taxes 
ana  inridiion  win  maKe  pensions  nine  more  man  a 

cruel  joke? 

□ 

□ 

4. 

Do  you  agree  that  when  you  get  down  to  brass  tacks, 
it's  up  to  you,  and  nobody  else — to  learn  how  to  build 
your  own  nestegg— protect  it  from  taxes  and  infla- 

uon  —  in  idol,  survive  in  uic  coming  i idiu  iinico: 

n 
i  i 

i  i 

c 
0. 

Do  you  know  what  industries  face  certain  disaster 
because  of  a  new  consumer  rebellion  caused  by  com- 

puters and  automation  (your  company)? 

□ 

□ 

6. 

Would  you  like  to  know  how  the  public's  new  attitude 
toward  certain  responsibilities  is  creating  a  slew  of 

no\A/  Irww-inv/octmont  hinh-niY^YA/th  onnorti  i n i t if*Q/? 
i  ir?vv  iuw  ii  ivcoii  iici  1 1,  1 1 iy 1 1  y luwu  i  wjj^j^ji  iui  unco  . 

n 

n 

7. 

Have  you  spent  many  years  and  a  lot  of  hard  work  at 
school  and  on  the  job,  training  yourself  for  a  job  that 
could  become  obsolete  or  non-essential  as  a  result  of 

new  technology? 

□ 

□ 

8. 

Do  you  know  why  recent  business  school  graduates 
are  shunning  the  corporate  life  in  favor  of  private  enter- 

prise and  how  this  may  affect  your  future? 

□ 

□ 

9. 

Would  you  like  to  know  how  to  make  high-return,  low- 
risk  investments  in  products  with  the  potential  of  the 

"Hula  Hoop"  before  anyone  else  finds  out  about  them? 

□ 

□ 

10. 

Would  you  seriously  take  the  time  to  read  a  new 
86-page  special  report  that  tells  you  all  about  the  safe, 
sure  way  to  succeed  in  the  '80s— free  and  without 

obligation? 

□ 

□ 

If  you  answered  "yes"  to  most  of  these 
questions  you  should  not  miss  reading  this 
revealing  new  special  report  from  the  busi- 
ness editors  of  ENTREPRENEUR  Magazine.  It 
is  the  only  report  of  its  kind.  It  tells  you  of  the 
drastic  changes  facing  us  in  the  coming 
decade,  and  how  you  can  use  them  to  your 
advantage,  instead  of  falling  victim  as  so 
many  will. 

The  Truth  About  The  Future 

Everywhere  you  look  things  are  changing 
fast.  New  technology  is  going  to  revolution- 
ize the  way  we  live,  work  and  play.  New  busi- 
nesses will  be  created  while  others  will 


become  obsolete  and  die.  But  that's  good. 
Because  change  creates  opportunity.  For- 
tunes are  made  by  those  who  recognize 
change— adapt  to  it— and  act  on  it  before 
anyone  else.  It's  that  simple. 


Leam  From  A  Team  Of  Experts 

. . .  including  Chase  Revel,  founder  of 
American  Entrepreneurs  Association,  syndi- 
cated business  columnist,  author  of  10 
books  and  82  business  manuals,  and  pub- 
lisher of  ENTREPRENEUR  Magazine;  along 
with  his  staff  of  more  than  60  writers,  editors 
and  researchers. 


Free  Report  Reveals 

•  What  will  be  the  hottest  new  businesses 
of  the  1980s 

•  Which  ones  will  show  the  most  profit 

•  Which  ones  will  decline  in  acceptance 

•  What  business  categories  offer  the  most 
growth  potential 

•  New  trends  that  are  developing  that  offer 
tremendous  opportunities 

•  An  amazing  criteria  for  spotting  ground- 
floor  gold  mines  before  everyone  else 
jumps  in 

•  How  high  technology  will  create  some 
amazing  new  consumer  type  business 
opportunities 

•  New  products  now  in  development  that 
will  create  a  new  breed  of  millionaires  in 
the '80s 

•  How  to  spot  fads  at  birth  that  mean 
gigantic  short-term  profit  opportunities 

•  A  sure  way  to  create  a  business  that  will 
be  immediately  accepted 

•  How  to  determine  whether  your  business 
idea  will  work  and  whether  it  is  worthwhile 

•  The  businesses  to  stay  away  from 

•  Several  ways  to  capitalize  on  the  nostal- 
gia trend 

Here's  What  The  Press  Had  To  Say 

". .  .  (Revel's)  predictions  of  trends  usually 
correct.  '  Indianapolis  Star 

"...  a  forecaster  (Revel)  whoseldom  misses. " 

Los  Angeles  Times 

"The  most  authoritative  group  of  small-busi- 
ness professionals  in  the  country. " 

Chicago  Newspaper 

"AEA  spends  a  lot  of  time  predicting  trends. 
The  research  is  meticulous  ..." 

San  Francisco  Examiner 

The  Next  Move  Is  Yours 

You  can  clip  the  coupon  below  and  send 
for  our  new  86-page  special  report  and  learn 
how  to  secure  your  future  once  and  for  all. 
Do  it  today.  You  risk  nothing.  It  could  be  the 
wisest  move  you'll  ever  make. 

©  1980  AEA,  2311  Pontius  Ave., 

Suite  E-103,  Los  Angeles,  California  90064 


faP*"""^  Am 


American  Entrepreneurs  Association 
Publications  Division 
2311  Pontius  Ave.,  Suite  E-103, 
Los  Angeles,  CA  90064 

Yes,  I'd  like  to  plan  now  to  take  steps  to  in- 
sure my  future  security.  Send  me  a  free 
copy  or  Special  Report  No.  302.  I  under- 
stand I  am  under  no  obligation  whatsoever. 

Name   


Address 
City  


E-103 


State 


Zip. 


How  Johnson  Controls  gives  Charles  Duggar 


Why  did  you  need  total  control 

of  your  building? 

This  is  a  good,  efficient  building. 
Only  ten  years  old.  But  back  then 
there  was  no  need  for  special  energy- 
savings  programs.  Then  the  energy 
crunch  hit  us.  Heating,  cooling, 
lighting . . .  We  had  to  get  control  of 
our  costs.  Fast. 


That's  where  Johnson  Controls  came  in? 

Buying  a  computer  can  be  costly  for  a 
73,000  square  foot  building.  We  learned  from 
Johnson  Controls  that  we  could  rent  time  on 
their  Time-shared  Automated  Building 
Service  computer.  Johnson  Controls 
surveyed  the  building,  selected  32  key  contro 
points,  and  projected  the  savings  at  each 
point  right  down  to  dollars  and  cents.  Now  we 
have  a  phone  line  directly  to  the  computer. 


How  does  the  system  work  for  you? 

It  measures  outside  and  inside  temperatures, 
then  turns  on  the  heating  or  cooling,  at  the 
very  last  minute,  to  the  proper  level  before 
our  people  arrive  in  the  morning.  It  also 
turns  motors  on  and  off  to  minimize 
peaks  of  electrical  use.  Still  another 
program  controls  our  lighting.  It 
will  even  report  a  malfunction  at 
any  hour  of  the  day  or  night. 


Exactly  how  much  has 
Johnson  Controls  saved  you? 

On  my  desk  you'll  find  computer 
printouts  that  tell  us  exactly  how 
much  electricity  and  steam  we  are 
using.  We  cut  our  electric  usage  by 
about  39%,  steam  by  37%.  We  figured 
our  payback  time,  too.  The  service  has 
paid  for  itself  in  approximately  one  year, 


Would  you  say  that  you've 
had  a  good  relationship? 

No  question.  And  that  relationship 
will  continue.  For  instance,  our 
firesafety  and  security  systems  are 
not  Johnson  Controls.  But  we've 
learned  we  can  make  both  systems 
work  faster  and  more  efficiently  by 
tying  them  into  the  system.  We're 
looking  into  that  right  now. 


Charles  Duggan 
Assistant  Vice  President 
Director  of  Office  Services 
State  Life  Insurance.  Indianapolis 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-shared.  Energy 
agement,  heating,  air  conditioning,  fire  management,  security,  communications  and  mechanical  maintenance.  ©  1980  Johnson  Control 
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JOHNSON 
ONTR§LS 

e  total  control  company 


FREE  ANSWERBQQK 

This  free  brochure  has  the  answers  to  your 
questions  about  Johnson  Controls  Time-shared 
Automated  Building  Service.  Send  for  your  free 
Answerbook  today: 

Mr.  Ron  Caffrey,  Vice  President,  Marketing 
Systems  &  Service  Div.,  Johnson  Controls,  Inc. 
Ref.  G-016,  Box  423,  Milwaukee,  Wisconsin  53201 

NAME  


TITLE 


COMPANY. 


PHONE 


STREET  ADDRESS . 
CITY  


_STATE^ 


^ZIP_ 


Trends 


Edited  By  John  A.  Conway 


4^ 


Profits  in  Peking 

Now  that  joint  ventures  with  foreign 
capitalists  are  welcomed  in  China,  Pe- 
king is  eager  to  find  out  how  best  to 
measure — and  tax — their  earnings,  a  new 
problem  because  profits  are  not  part  of 
generally  accepted  communist  princi- 
ples, accounting  or  otherwise.  So  Coo- 
pers &  Lybrand,  the  CPA  firm,  will  con- 
duct a  seminar  in  Shanghai  this  fall  to 
clue  in  the  Chinese  on  profit-and-loss 
accounting.  Peking's  experts  meanwhile 
are  polishing  up  a 
new  tax  law  for  joint 
ventures,  and  some 
outsiders  think  they 
will  wrap  in  ways  to 
tax  Chinese  enter- 
prises and  citizens 
who  operate  for 
profit.  Individual  in- 
come levies  were 
scrapped  after  the 
1949  Communist 
takeover,  but  Har- 
vard Law  School  tax 
expert  Oliver  Old- 
man  noted  on  a  visit  last  year  that  China 
still  had  a  tax  system  (and  200,000  tax 
collectors)  inherited  from  the  old  regime, 
"a  mixture  of  local  property  taxes,  a  com- 
plex system  of  sales  and  excise  taxes  and 
an  income  tax  on  profitable  activity." 
State-run  operations,  obviously,  turn  over 
everything  to  the  government  but  there 
are  others  that  are  not  state-run.  Peking 
wants  to  share  their  wealth,  and  Oldman 
thinks  the  new  law  on  joint  ventures  will 
be  extended  to  cover  them. 

The  law  and  the  gun 

Gun  buffs  plan  to  boycott  New  York 
State  because  of  a  new  law  that  man- 
dates a  one-year  jail  sentence  for  carrying 
a  loaded,  unlicensed  handgun  in  public. 
The  Citizens  Committee  for  the  Right  to 
Keep  &.  Bear  Arms  is  asking  the  coun- 
try's 55  million  gun  owners  to  buy  no 
goods  or  services  from  New  York  and  to 
scratch  the  Empire  State  from  their  vaca- 
tion list.  The  committee,  which  claims 
255,000  members,  including  more  than 
150  members  of  Congress,  argues, 
among  other  things,  that  "New  York  po- 
lice are  notorious  for  their  slow  bureau- 
cratic actions  on  license  applications." 

Uncle  Sam,  taxpayer 

Exempting  federal  office  buildings,  post 
offices  and  military  bases  from  local  real 
estate  taxes  should  come  to  an  end,  says 
the  influential  Advisory  Commission  on 
Intergovernmental  Affairs,  a  congres- 
sionally  financed  body  of  local,  state  and 
federal  officials  and  private  citizens  cur- 


rently headed  by  former  New  York  Mayor 
Abraham  Beame.  The  commission  wants 
Congress  to  figure  out  a  way  to  have 
Washington  pay  cities,  states  and  coun- 
ties sums  that  would  equal  the  property 
taxes  Uncle  Sam  can  now  ignore.  (This 
freedom  has  been  embedded  in  U.S.  law 
since  Chief  Justice  Marshall  declared  "the 
power  to  tax  involves  the  power  to  de- 
stroy" in  1819.)  The  government  already 
has  some  programs  enabling  agencies  to 
make  payments  to  local  communities  in 
lieu  of  taxes.  The  armed  forces,  for  exam- 
ple, pay  for  schools  that  take  in  service- 
men's children  from  nearby  military  in- 
stallations. The  commission  would  re- 
place these  scattered  arrangements  with 
one  blanket  payment  system.  How  much 
is  involved?  Two  years  ago  the  total  feder- 
al real  property  was  valued  at  about  $280 
billion,  23%  of  it  land,  53%  buildings  and 
24%  structures  and  facilities.  The  com- 
mission's proposal  would  continue  to 
exempt  the  land,  most  of  which  consists 
of  vast  tracts  in  the  West  and  other  wide 
open  spaces. 

The  racer's  edge 

Racing  driver  Al  Unser  added  the  latest 
in  management  tools,  a  computer,  to  his 
pit  crew  this  year — with  mixed  results. 
Starting  with  the  1980  Indianapolis  500 
(a  race  he  has  won  three  times),  Unser 
has  been  using  a  $44,000  small-business 
computer  made  and  donated  by  one  of 
his  sponsors,  Basic  Four  Corp.,  a  Man- 
agement Assistance  Inc.  subsidiary 
based  in  Tustin,  Calif.  The  machine,  se- 
lected by  Keith  Duesenberg,  a  member  of 
the  famous  Indianapolis  auto  clan  and 
another  Unser  backer,  monitors  car  posi- 
tions, track  conditions,  laps  completed, 
fuel  consumption,  etc.,  all  with  the  idea 
of  timing  Unser 's  own  pit  stops  with 


top-management  precision.  The  1 
Four  410  worked,  then  and  since,  1 
out  a  glitch.  Unfortunately,  it  was  a 
the  only  thing  that  did.  At  the 
Unser 's  Longhorn  lost  its  engine  oi 
85th  lap  and  he  couldn't  finish.  Al 
other  race  in  Ohio,  his  car  was  buj 
during  the  start  and  quit  after  27 
The  Longhorn  lost  its  engine  in  twoi 
er  runs  but  finally  did  finish  a  race 
month  in  Detroit — in  seventh  place 
computer,  however,  has  been  dee 
blameless  and  will  continue  to  shan 
pit  with  Duesenberg,  Unser's  wife 
mechanics,  his  team  manager  and 
Longhorn 's  Texas  owner. 


Trouble  on  the 
half  shell 

U.S.  power  companies  are  waging 
their  customers  are  helping  to  pay  fo 
expensive  war  against,  of  all  thi 
clams.  The  enemy  is  a  freshwater  : 
lusk  called  corbicula,  brought  to  the 
Northwest  in  1938  by  Chinese  mig 
laborers  who  had  carried  them  from  ( 
ton  as  food.  Since  then  the  clams 
worked  their  way  across  the  coui 
traveling,  according  to  one  theory 
ships'  bottoms  or,  according  to  anoi 
in  the  craws  of  birds.  Because  they 
great  resistance  to  pollution  the  Chil 
clams  multiply  fiercely  and  by  attac 
themselves  to  water-intake  pipes 
screens  effectively  clog  the  water  systl 
in  power  plants.  Potomac  Electric  Pc 
Co.  in  Washington,  D.C.  first  discov 
the  pest  in  1977  when  it  suffered  a  pc 
failure  because  of  a  loss  of  cooling  w, 
It  now  spends  $600,000  to  $700, 
year  to  clean  its  pipes.  The  Tenne 
Valley  Authority  says  controlling 
clams  costs  it  more  than  $  1  million  ai 
ally.  The  reason:  Draining  the  water 


Driver  Al  Unser  in  his  Longhorn 

Input  doesn't  have  much  to  do  with  outcome. 
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If  you  don't  know  how  much 
life  insurance  you  need 
andean  afford ... 


read  this  booklet  before  you 
talk  to  any  agent... 
even  ours. 


A" 


Most  people  would  probably  feel 
more  comfortable  if  they  knew 
approximately  how  much  life  in- 
surance they  really  needed  and 
about  how  much  it  would  cost. 

Because  so  few  people  know 
how  to  arrive  at  these  figures,  The 
Bankers  Life  of  Des  Moines  has 
prepared  an  impartial  booklet  that 
will  help  you  approach  the  problem  in  a  logical 
fashion.  Offered  as  a  public  service,  the  book- 
let doesn't  quote  prices  or  recommend  policies 
—  ours  or  anyone  else's.  But,  since  individual 
needs  vary  greatly,  it  does  provide  the  guide- 


-buy**9 


lines  that  can  help  you  deter- 
mine the  amount  of  protection 
your  family  requires  and  what 
proportion  of  your  current  in- 
come  it  will  take  to  pay  for  it. 
Read  this  booklet  now  so  that 
when  you're  ready  to  talk  to  a  life  insur- 
ance agent— ours  or  anyone  else's— you'll  be 
better  able  to  discuss  your  needs  and,  between 
the  two  of  you,  arrive  at  a  wise  decision. 

The  coupon  brings  you  this  booklet  free  by 
mail.  Unless  you  ask,  we  promise  no  one  will 
call  now  or  later. 


THE  BANKERS  LIFE 

BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


Individual  and  group  life,  health  and  disability  programs  Pension  and  profit 
sharing  investment  plans  A  subsidiary.  BLC  Equity  Services  Corporation 
offers  mutual  funds  and  variable  annuities  through  registered  representatives 


I 


The  Bankers  Life,  Consumer  Services  FB-80 
Des  Moines,  Iowa  50307 

Please  mail  me  the  booklet  that  will  help  me  decide 
how  much  life  insurance  I  need  and  can  afford.  I  under- 
stand no  one  will  call,  now  or  later. 

Name  !  


Address. 


City. 


State _ 


.Zip. 


Trends 


terns  of  a  power  plant  once  or  twice  a  year 
costs  about  $50,000,  and  "any  time  a 
1,000-megawatt  plant  is  shut  down  for  a 
day  it  would  cost  at  least  $100,000,"  ac- 
cording to  Billy  Isom,  a  TVA  ecologist. 
There  may  be  another  solution.  A  biolo- 
gist for  Illinois  Power  claims  he  cut  clam- 
control  costs  from  millions  to  a  few  thou- 
sand a  year — but  he  won't  say  how. 

Meet  the  President 

With  the  1980  election  campaign  getting 
into  full  swing,  the  League  of  Women 
Voters  is  wrestling  with  the  problems  of 
who  will  confront  whom  in  its  planned 
television  debates  and  who  will  pay  for 
them.  (There  are  to  be  three  presidential 
meetings,  one  vice  presidential.)  The 
LWV  financed  and  staged  the  TV  debates 


JFK  debates  RMN 

Equal  access  for  whom? 


in  1 976  between  Jimmy  Carter  and  Gerald 
Ford  as  public  events,  enabling  the  net- 
works to  broadcast  them  without  running 
afoul  of  the  FCC's  equal-access  rule.  If  the 
broadcasters  acted  on  their  own  they 
could  be  forced  to  allow  any  candidate  the 
same  air  time.  After  much  soul-searching, 


the  FCC  suspended  the  rule  in  1961 
LWV  plan  takes  them  off  the  hook 
pletely.  The  League,  a  nonpartisan  j 
with  120,000  members  (5,000  of 
men),  also  determines  who  will  aj 
and  its  blue-ribbon  selection  pane 
decide  that  this  month.  The  probli 
GOP  maverick  John  Anderson,  the 
viable-looking  third-party  candid 
years.  Carter  and  Reagan  have  sai 
are  willing  to  meet,  but  the  Preside 
expressed  reservations  about  inci 
Anderson,  while  his  Republican  rivj 
said  he  doesn't  care.  On  the  money 
the  League  (which  had  to  dip  into  c 
to  pay  for  the  1976  shows)  figures  l 
need  about  $500,000  for  the  four  del 
It  cannot  accept  money  from  the 
works,  but  it  has  raised  $110,000 
corporations  ($50,000  of  it  from  New 
Life),  foundations  and  private  citii 
and  is  looking  for  more  contribution 


InCorp. 

We've  stacked  up 
18  consecutive 
quarter-to-quarter 
earnings  increases, 


We're  InCorp  -  Industrial  Nation;  ^ 
Corporation  -  the  diversified  finar 
services  company  that  has  reporte 
higher  earnings  each  quarter  for 
18  quarters  in  a  row. 
2nd  Quarter,  1980  Results: 

•  Record  quarterly  income  of 
$6,875,000. 

•  Earnings  per  share  of  $1.11,  up  f  !eta 
$1.08  in  the  first  quarter  of  1980 
up  from  $.99  in  the  second  quar 
of  1979. 

•  Annualized  return  on  common  e 
of  16.42%. 

•  And,  asset  growth  to  $3.4  billior 
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jy  among  the  jalopies 

tall  but  significant  wrinkle  has 
1  up  in  the  used-car  market.  Hertz, 
i  is  probably  also  number  one 
g  used-car  dealers  in  the  U.S.,  found 
:w  study  that  last  year,  for  the  first 
state  and  local  governments  were 
ig  up  their  usual  penchant  for  shiny 
leets  and  turning  to  the  second- 
market.  The  numbers  were  not 
,500  to  2,000  vehicles  out  of  Hertz' 
af  60,000 — but  the  trend  has  con- 
1  into  1980.  Not  surprisingly,  the 

used-car  field  was  thriving,  com- 
ing two-thirds  of  the  U.S.  market 
:ar,  up  3%,  to  18.5  million.  At  the 

time,  new-car  sales  began  their, 
?y  falling  to  about  10.3  million, 
ly  understandable  was  that  the  gov- 
:nt  buyers  who  began  eyeing  used 
vere  in  California,  where  the  tax 


slashes  resulting  from  1978's  now-fam- 
ous Proposition  13  were  just  starting  to 
bite.  And  what  were  the  tire-kickers 
buying?  Hertz  found  that  the  typical  used 
car,  an  intermediate-size  sedan  less  than 
three  years  old  with  29,000  miles  on  the 
dial,  sold  for  just  over  $3,600  in  1979,  up 
5%  over  1978.  The  typical  buyer  expect- 
ed to  keep  it  for  another  three  years  and 
put  another  30,000  miles  on  it. 


Tokyo  answers  Detroit 

Japan  is  unlimbering  its  propaganda  guns 
in  the  U.S.  to  counter  charges  that  it 
discriminates  against  American  auto- 
mobiles at  home  while  flooding  the 
American  market  with  its  own  products. 
"Overseas  sales  of  U.S.  cars  are  extreme- 
ly low  in  almost  all  countries,"  runs  one 
theme,  "except  oil-rich  ones  like  Saudi 
Arabia  and  Kuwait,  where  neither  cost 
nor  fuel  efficiency  has  any  importance." 


American  makers  sold  16,739  cars  in  Ja- 
pan last  year,  this  spiel  goes  on,  4  times 
their  sales  in  France  and  Britain  com- 
bined. Conveniently  overlooked  is  the 
fact  that  U.S.  carmakers  are  major  manu- 
facturers overseas;  Ford,  for  instance,  is 
the  leading  car  seller  in  Great  Britain. 
Some  of  the  arguments  by  Japan's  apolo- 
gists do  show  that  Detroit  hasn't  exactly 
gone  into  high  gear  for  Japanese  sales. 
For  one  thing,  "no  American  car  has 
been  adapted  to  the  fact  that  Japanese 
drive  on  the  left  side  of  the  road."  Nor 
has  any  American  company  built  up  a 
dealer  net  to  compare  with  those  the 
Japanese  have  created  in  the  U.S.  Detroit 
sells  cars  in  Japan,  the  Japanese  agents 
say,  "on  their  snob  appeal,  in  somewhat 
the  same  way  Rolls-Royces  are  sold  in 
the  U.S.,"  adding  that  90%  of  them  are 
too  big  for  Japanese  streets  and  garages 
and  guzzle  gas  that  runs  $2.50  a  gallon. 


ady  growth  -  in  spite  of  an  uncer- 
nomic  climate  -  is  no  accident; 
mse  of  our  business  and  geo- 
diversity. 

>erate  more  than  225  offices  in 
tes  and  four  foreign  locations, 
ubsidiaries  include  one  of  New 
nd's  largest  banks,  plus  mort- 
)anking,  consumer  finance,  data 
ssing,  factoring,  appraisal  and 
g  companies. 


As  a  result  of  this  diversified  earnings 
base,  about  40%  of  our  income  comes 
from  non- banking  operations  and  over 
one-half  is  earned  from  business  activi- 
ties outside  of  New  England.  This 
means  that  we  are  well  positioned  to  ride 
out  the  ups  and  downs  of  the  economy, 
and  that  our  opportunities  for  continued 
growth  are  excellent. 
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Diversified 
financial  services 
growing  together. 

NYSE-INB 
Stock  page  listing  -  Indl  Natl 
Dividends  paid  every  year  since  1792. 

National  Bank,  Providence,  RI  •  Inleasing  Corp.,  Providence,  RI  •  Ambassador  Factors  Corp.,  New  York,  NY  •  Mortgage  Assoc.,  Inc.,  Milwaukee,  WI 
■  Kensington  Mortgage  &  Finance  Corp.,  Milwaukee,  WI  •  Southern  Discount  Co.,  Atlanta,  GA  •  Information  Sciences,  Inc.,  Providence,  RI 
•  International  Appraisal  Co.,  Paramus,  NJ  •  Industrial  International  Bank,  New  York,  NY  •  Industrial  Capital  Corp.,  Providence,  RI 
•  Industrial  National  Mortgage  Co.,  Providence,  RI  'C-O-M  Service  Bureau,  Inc.,  Boston,  MA 
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Cincinnati  Bell 
has  been  paying  a 
dividend  every  quarter 
for  the  past  100  years 

At  a  rate  that's  more  than  doubled 
since  1970.  The  latest  annual  report  tells 
the  story  ol  Cincinnati  Bell's  sound 
management,  innovative  technology 
and  liscal  foresight  over  the  years  and 
the  profit -orientation  and  new  marketing 
emphasis  needed  to  keep  growing  today. 

For  more  information,  mail  this  coupon 
to  Cincinnati  Bell  Vice  President -Secretary, 
R.  H.  Allen,  225  East  Fourth  Street, 
Box  230 1 ,  Cincinnati,  Ohio  4520 1 

Please  send  1979  Annual  Report  to 

Name  

Firm   


Address . 
City   


.  Zip 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print ) 


New  \ddresv 


City 


State 


Zip 


Date  of  Address  Change 
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The  farmers'  bankers 

A  year  and  a  half  ago,  when  the  Federal 
Reserve  was  trying  to  head  off  inflation 
by  pushing  interest  rates  into  double  dig- 
its, Forbes  (Dec.  11,  1978)  took  out  after 
another  branch  of  government  for  giving 
cut-rate  loans  to  farmers.  The  target:  the 
Small  Business  Administration,  which 
in  1 978  passed  out  $1.8  billion  in  disaster 
loans  to  farmers,  primarily  for  drought 
damage.  This  despite  the  fact  that  farm- 
ers had  been  getting  such  help  for  30 
years  from  another  loan  window  at  the 
Farmers  Home  Administration  (FmHA). 
Washington  has  finally  decided  to  tight- 
en the  purse  strings — sort  of. 

Congress  decided  farmers  were  small 
businessmen  in  1976  and  a  year  later 
Georgia's  Senator  Sam  Nunn  persuaded 
his  peers  that  "disaster"  included  farm 
calamities  like  drought.  (Georgia,  as  it 
happened,  was  then  in  the  throes  of  one.) 
The  SBA  umbrella  had  special  advan- 
tages down  on  the  farm.  To  get  FmHA 
money,  for  instance,  meant  passing  a 
means  test;  the  SBA  imposed  no  such 
stricture.  The  SBA,  in  fact,  had  become  a 
near- monopoly  for  farmers.  In  1979  they 
collected  $897  million  in  disaster  loans; 
nonfarmers  got  $210  million. 

One  reason  was  lack  of  SBA  expertise 
in  farm  operations;  another  was  the  tem- 
porary help  it  had  to  recruit  to  handle  the 
rush  of  postdisaster  applicants.  "Fre- 
quently, the  farmers  with  the  best  ac- 
countants got  the  biggest  loans,"  says  an 
analyst  at  the  congressional  budget  of- 
fice. (The  SBA  wasn't  alone;  the  FmHA 
had  also  lent  money  to  gentlemen  farm- 
ers with  millions  in  the  bank.) 

The  rule  books  have  now  been  rewrit- 
ten to  put  at  least  some  curbs  on  the 
money  flow.  For  one  thing,  both  SBA  and 
FmHA  loans  have  been  given  a  limit  of 
$500,000  for  any  single  disaster.  Loans 
by  the  SBA  will  also  be  reviewed  periodi- 
cally to  determine  whether  the  borrower 
is  eligible  for  regular  commercial  credit, 
an  established  rule  for  FmHA.  The  prin- 
ciple that  a  farmer  can  turn  to  the  SBA  if 
the  FmHA  turns  him  down,  however, 
has  been  left  intact,  leaving  the  barn  door 
at  least  ajar. 

The  cancer-insurance  battle 

John  B.  Amos,  founder  and  chairman  of 
American  Family  Corp.,  has  a  simple 
explanation  for  the  spiraling  success  of 
his  Georgia-based  insurance  company 
and  its  bestselling  cancer-expense  poli- 
cies. "We've  got  a  heck  of  a  sales  force," 
he  told  Forbes  three  years  ago  (Mar,  1, 
1977).  He  obviously  did.  Using  the  com- 
pany's "cluster-selling"  technique — get- 
ting permission  to  offer  its  wares  to  em- 
ployees during  lunch  breaks  and  after 


hours — Amos'  salesmen  had  pus) 
American  Family's  revenues  up  50% 
ing  the  previous  year,  to  $152  million 
stock  (of  which  Amos  owned  4%) 
riding  comfortably  at  more  than  14 
last  year  their  zeal  had  raised  total 
come  to  $367  million.  The  rest  of 
news  about  American  Family,  howe 
was  far  from  comforting. 

During  1979  a  storm  of  public  c 
cism  burst  over  the  Columbus,  Ga.  c 
pany  and  its  chairman,  centering  on 
cancer  policies.  Television  and  other 
dia  assailed  cancer-insurance  compai 
for  high-pressure  selling  and  excess^ 
low  payback.  Congress  got  into  the 
In  the  House,  Florida's  Representa 
Claude  Pepper's  subcommittee  on 
aging  castigated  the  cancer-insura 
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Chairman  John  B.  Amos 
Cannon  fire  for  his  critics. 


dsoc 


sellers  for  ripping  off  the  elderly.  In 
Senate,  Ohio's  Howard  Metzenbaj 
conducted  a  similar  crusade.  The  se 
tor,  who  had  complained  about 
stonewalling  tactics  of  the  insura 
companies,  greeted  the  American  Fan 
head  with  the  remark  that  "the  subcc 
mittee  had  no  alternative  but  to  subp 
na  Mr.  Amos." 

Out  from  behind  the  stone 
Amos  lost  no  time  arguing  his  own  c; 
He  noted,  for  instance,  that  A.M.  B 
the  insurance  rating  company,  had  j 
en  American  Family  an  "A"  rating 
"Excellent")  at  the  end  of  1979.  (He 
not'  choose  to  mention  that  Best, 
other  critics,  had  also  noted  that  th 
benefits  returned  to  policyholders 
"appear  quite  low,"  though  it  conce< 
that  was  "due  to  the  large  volume 
new  business  being  added.")  He 
argued  that  comparing  American  Fc 
ily's  loss  ratios  [i.e. ,  how  much  they  p 
out  in  benefits)  to  those  of  group  hea 
and  life  insurance  plans  was  invalid 
cause  "the  two  types  of  policies  arej 
different  as  night  and  day." 
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se  measured  arguments  contrasted 
Vmos'  earlier  vow  when  he  set  out 
interattack  his  media  critics.  He 
hen:  "We  are  prepared  to  answer 
ious  stone  throwers  with  cannon 
Alter  ABC-TV  criticized  American 
y  last  year,  Amos  leveled  a  $275 
n  libel  suit  against  the  network, 
fear  he  fired  off  a  similar  blast  in 
lurts  against  the  magazine  Chang- 
nes  over  a  story  headlined  "Why 
r  Insurance  Is  a  Bad  Buy." 
os  and  his  company  can  use  all  the 
^rfire  they  can  muster.  American 
y's  bad  press,  the  chairman  ad- 
has  brought  a  drop  in  sales  even 
his  highly  motivated  (and  paid) 
nen.  "When  we  were  under  fire," 
rs,  "they  just  pulled  their  efforts 
'  Now,  helped  by  "personal  con- 
and  regular  mailings  of  favorable 
lgs,  he  says,  sales  are  building 

though  slowly.  The  aggressive 
ry  is  what  is  paying  off,  he  claims, 
gents  expect  me  to  fight  for  them, 
they  hurt,  I  hurt." 
irman  Amos  can  soothe  some  of 
irt  by  looking  at  his  paycheck.  In 
he  paid  himself  $160,000.  Things 
licked  up  since.  Last  year,  Amos 
ie  Metzenbaum  subcommittee,  his 
ompensation  was  $1.1  million.  His 
lolders  haven't  been  doing  all  that 
lowever.  The  stock  that  was  14  in 
lipped  to  around  8  last  year  and  has 
:d  around  that  level  in  1980. 
lysts  blame  the  stock's  falloff  on 
id  publicity,  combined  with  the 
ion  and  inflation.  They  also  detect 
that  the  market  for  cancer  insur- 
nay  be  reaching  maturity,  at  least 
U.S.  Thomas  Richter  of  Atlanta's 
son-Humphrey  expects  the  market 
/  bearish  on  American  Family  for 
ne  being.  He  saw  a  possibility  that 
can  Family's  earnings,  which 
1  last  year,  could  suffer  a  25%  drop 
30.  Next  year,  Richter  thought, 

might  improve,  but  he  was  cau- 
"American  Family's  market,"  he 
i,  "is  more  mature  than  during  past 
mic  cycles  and  therefore  more  vul- 
e  to  outside  shocks  such  as  nega- 
lblicity." 

l  Amos  stands  fast.  "We  were  not 
wrong,"  he  says,  adding  that  any 
ss  in  his  company's  operations 
n  response  to  changes  in  technolo- 
)t  in  response  to  government  or 
critics.  And  they,  he  thinks,  will 
e:  "The  eye  of  the  storm  has 
.."  He  still  sees  "some  turbulence 
"  however,  and  so  American  Fam- 
3  started  an  institutional  advertis- 
mpaign  using  copy  from  his  testi- 
before  the  Senate.  The  senators, 
inks,  gave  him  his  first  national 
to  tell  his  side  of  the  cancer-insur- 
:ontroversy.  So  far  the  stock  mar- 
least,  doesn't  seem  to  be  listening. 


St  andard  St  Poor's 

#2&50  Bonus 
to  Investors! 

THE  S&P  -SOO"" 
STOCK  MARKET  ENCYCLOPEDIA 

The  Results  of  Standard  &  Poor's  Multi-Million  Dollar  Research  Over  The 
Years  Into  The  Investment  Merits  of  The  Widely  Traded  Common  Stocks 
Included  in  The  Famous  S&P  Index.  Published  in  ONE  comprehensive, 
easy-to-use  500-page  volume  that  includes  latest  available  Annual  Reports 
information.  This  one-volume  investor  guide  to  stocks  and  possible  stock 
market  profits  represents  an  extraordinary  publishing  achievement. 
Comprehensive  reports  on  500  of  the  most  widely  traded  stocks... tens 
of  thousands  of  important  investment  facts  that  answer  practically  any 
question  regarding  a  stock... 500  individual  stock  charts... only  available 
directly  from  Standard  &  Poor's.  You  can  now  own  this  remarkable  $22.50 
ENCYCLOPEDIA  and  profit  from  its  use  without  paying  a  single  penny  for 
it,  when  you  accept  a  6- week  $15  trial  to  Standard  &  Poor's  famous  weekly 
Investment  Service,  The  OUTLOOK!  What's  more,  if  at  any  time  you  feel 
you  are  not  getting  many  times  your  money's  worth  from  the  weekly 
OUTLOOK,  cancel  it,  receive  a  prompt  refund  on  the  unused  portion  of  your 
trial,  and  keep  the  ENCYCLOPEDIA  regardless. 


YOITR 

BOWS 

Investors  Have  Paid 
$22.50  For  This 
ENCYCLOPEDIA 


PARTIAL  CHECKLIST 
OF  VALUABLE 
CONTENTS 


MAIL  COUPON  TODAY 


Company's  fundamental 

position 
Products  and  services 

supplied 
Profit  picture  over  the 

years 

Profit  potentials  for  the 
future 

Stock's  market  perfor- 
mance over  the  years 

How  much  profit  per 
dollar  of  sale 

Current  assets  and 
current  liabilities 

What  is  capitalization 

Recent  developments 
affecting  company 

Trading  volume  of  stock 

Comprehensive  dividend 
data 

Current  outlook  and  Dros 
pects  for  leading  stocks 
. . .  and 

Much,  MUCH  MORE! 


For  Fastest  Service,  Orders  only 

CREDIT  CARD  HOLDERS 
CALL  TOLL  FREE  800-257-7850 

24  HOURS,  7  DAYS  A  WEEK 

New  Jersey  Residents  call  1-800-322-8650 


Mail  to  Standard  &  Poor's  Corp.,  25  Broadway,  New  York,  N.Y.  10004 

Please  enter  my  tax  deductible  6  week  Tnal  Subscription  to  the  weekly 
OUTLOOK  at  only  $15.  Include  the  $22.50  BONUS  STOCK  MARKET 
ENCYCLOPEDIA  OF  THE  S&P  "500"  at  no  extra  cost !  If  at  any  time  I 
wish  to  cancel  my  subscription,  I  will  receive  a  pro  rata  refund  on  the 
unused  portion  The  ENCYCLOPEDIA  is  mine  to  keep  in  any  event 


please  print  clearly 


□  bill  me 

□  payment  enclosed 

□  I  prefer  to  charge  to: 


m 
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Bell  helping  you  manage  your  business  better  #3 


HOW  A  PHONE  NUMBER 
CAN  BE  \OUR  OFFICE  I  N 
ANOTHER  CITY. 


Now  there  s  an  ingenious  way  to 
build  your  business  in  a  distant  city 
without  the  expense  of  an  out-of- 
town  office.  Its  done  through  an 
amazing  advancement  known  as 
Remote  Call  Forwarding  (RCF). 

It  Works  Like  This 

The  Bell  System  assigns  your 
firm  a  local  number  in  the  city  where 
you  want  to  develop  additional 
business. 

Your  customer  looks  you  up  in 
the  local  phone  book  and  dials  the 
number.  The  call  is  re-directed  via 
Long  Distance  to  your  home  office 
in  another  city.  Or  another  state. 
There  s  no  operator  assistance,  so 
there's  no  waiting. 

Now  you  have  a  local  presence— 
without  spending  a  penny  for  space, 
furnishings,  or  personnel.  And 
you're  in  White  and  Yellow  Pages 
directories— at  no  additional  charge. 

Surprisingly  Low  Cost 

What's  the  cost?  It's  surpris- 
ingly low— less  than  $22  a  month, 
plus  the  low  direct  dial  rate  for  each 
incoming  call. 

There's  also  a  one-time  service 
charge  (for  the  connection  in  the  dis- 
tant city). 

But  there's  no  need  for  addi- 
tional lines  and  equipment. 

Note:  We'll  advise  you  on  the 
availability  of  RCF  in  the  market 
area  you  choose. 

Open  New  Markets 

But  the  real  wonder  of  RCF  is 
what  it  can  do  for  your  business.  For 
instance,  if  you  want  to  test  out  a 
new  market,  you  don't  have  to  open 
an  out-of-town  office.  You  open  an 
"out-of-town  office  number'  —with 
RCF. 

Let's  say  you're  an  electrician. 
Potential  customers  receive  your 
"local  advertising  or  look  you  up  in 
the  local  phone  directories.  They 
call.  You  then  make  appointments 
and  bunch  the  appointments  into  as 


few  days  as  possible.  In  this  way,  you 
build  your  market  with  the  least 
expense  and  effort. 

On  the  other  hand,  you  may 
discover  there's  not  enough  business 
to  warrant  an  office  in  a  particular 
town.  And  you  haven't  lost  a  lot  of 
money  finding  out. 

Amazing  Opportunities 

But  that  s  just  the  beginning  of 
your  amazing  opportunities  with 
RCF.  Let's  say  you  deal  with  cus- 
tomers in  a  distant  town.  With  RCF, 
they  don't  have  to  call  collect— so 
they  feel  more  comfortable  about 
calling.  They  feel  you  really  want 
their  business,  and  they  tend  to 
order  more. 

You  can  also  use  RCF  to  im- 
prove customer  service,  gain  cus- 
tomer loyalty,  and  so  build  business. 
For  instance,  if  you're  a  dealer  with 
lots  of  retail  customers  in  one  town, 
they  don't  have  to  wait  for  a  salesper- 
son to  call.  They  can  order,  get  the 
latest  prices,  the  newest  deal. 

Retail  stores  accept  orders  from 
surrounding  cities.  Stockbrokers  get 
more  calls  from  clients  when  they 


{§)  Bell  System 


offer  RCF.  Truckers  have  learned  to 
build  up  business  in  the  city  where 
they  deliver,  and  so  return  with  a 
load.  And  a  whole  range  of  other 
industries— manufacturing,  business 
services,  real  estate,  construction, 
loan  companies,  personal  services, 
wholesaling,  finance,  and  more- 
have  discovered  its  power. 

Here's  More  Help 
In  addition  to  RCF,  your  Bell 
business  expert  has  all  these  other 
ways  to  help  you  manage  your 
business  better: 

#1  800  Service.  Generate  direct 
response  leads, using  the  toll-free 
800  number.  Improve  service,  speed 
orders.  Expand  market  area,  answer 
consumer  questions,  conduct  prod 
uct  research,  improve  company 
image. 

#2  WATS  Lines  for  Small  and 
Medium  Businesses.  Learn  the  most 
economical  ways  to  buy  WATS— by 
time,  by  area— and  how  WATS  can 
build  profits,  improve  customer  ser- 
vice, and  reduce  selling  costs. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
how  to  capitalize  on  a  prospect's 
interest  immediately  with  quick  and 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond- 
ing through  the  mail. 

#6  Opening  New  Accounts.  A 

tested,  practical  way  to  do  it  by 
phone.  Total  program  covers  every- 
thing from  building  a  list  and  screen- 
ing a  prospect's  interest  to  closing 
the  sale. 


CALL  800-821-2121, 

Ext.  960 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  960. 

i  BELL  BUSINESS  EXPERT 
WILL  TALK  TO  YOU.  You  can 
;xpect  to  have  a  relaxed,  friendly 
alk.  You'll  discover  whether  RCF 
:an  be  a  practical,  profitable  plus 
or  your  business.  To  help  you,  we'll 
leed  information.  So  we'll  ask  ques- 
ions,  like  the  ones  listed  below.  No 
;urprises,  nothing  you  won't  have 
he  answer  to.  You'll  find  the  discus- 
iion  thoroughly  enlightening  and 
mjoyable. 


).  What  is  your  product  or  service? 

}.  How  many  locations  does  your 
business  have? 

).  What  type  of  advertising/promo- 
tion do  you  use? 

).  How  do  you  handle  inquiries  at 
present? 

).  Do  you  accept  collect  calls? 


Q.  Are  you  currently  using  services 
other  than  your  local  lines— such 
as  WATS  or  Reverse  Charge? 


Q.  Does  your  business  have  plans  to 
meet  specific  business  objectives, 
such  as  increasing  market  cover- 
age or  increasing  market  share? 

Q.  To  how  many  cities  would  you 
like  to  expand  market  coverage? 

Q.  How  do  you  currently  test  or 
expand  market  areas? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #3  Remote  Call  Forwarding 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #1  800  Service 

□  #2  WATS  Lines  for  Small 

and  Medium  Businesses 

□  #4  Selling  Smaller  Accounts 

□  #5  Handling  Inquiries 

□  #6  Opening  New  Accounts 


Name, 
Title__ 


Company- 
Address  

Citv  


Area  Code. 


.State. 


.Business  Phone. 


800-821-2121,  Ext.  960 


_Zip_ 


To  call  toll  free,  dial  800-821-2121,  Ext.  960,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  960. 
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Flashbacks 


Edited  By  Dero  A.  Saunders 


Items  of  interest  from  issues  of  Forbes  of 
60,  50  and  25  years  ago. 


Sixty  years  ago  in  Forbes 

What  stamp  of  men  will  be  selected  as 
Cabinet  ministers  in  the  next  adminis- 
tration? Both  Harding  and  Cox  are 
dubbed  politicians.  But  at  least  both  are 
business  men  second  if  they  are  politi- 
cians first.  They  clearly  realize  that  the 
future  belongs  to  the  nation  which  can 
develop  the  greatest  strength  industrially 
and  commercially.  They  also  realize  that 
governments  can  do  much  to  make  or 
mar  prosperity.  They  realize,  too,  that 
business  leaders  know  more  about  busi- 
ness than  politicians  do.  Is  it  not,  there- 
fore, reasonable  to  expect  that  the  next 
president,  whether  he  be  Harding  or 
Cox,  will  pick  for  his  Cabinet  a  proper 
proportion  of  business  men  recognized 
as  possessing  conspicuous  ability?  Run- 
ning a  government  is  not  so  very  much 
different  from  running  a  business  nowa- 
days, so  closely  is  industry  woven  into 
the  national  warp  and  woof. 

The  best  opinion  as  to  the  wave  of  busi- 
ness depression  which  has  swept  over 
the  country'  is  that  it  constitutes  merely 
a  temporary  manifestation  of  a  popular 
turn  toward  economy  and  revolt  against 
the  unreasonably  high  prices  charged  by 
many  retailers.  Such  being  the  case,  it  is 
only  natural  to  assume  that  sooner  or 
later  there  will  be  a  swing  in  the  other 
direction  caused  by  accumulated  needs 
and  savings.  Underlying  the  whole  busi- 
ness structure  there  are  numerous  de- 
ferred requirements,  particularly  those  of 
the  railroads,  which  will  find  expression 
with  increased  earnings.  Bumper  crops 
in  various  sections  of  the  country  will 
stimulate  buying  power  in  the  Fall 
months.  In  fact,  it  is  the  opinion  of  busi- 
ness leaders  that  the  autumn  months 
will  witness  a  resumption  of  public 
buying  on  such  a  scale  as  to  precipitate  at 
least  a  partial  revival  of  the  boom.  But 
unconscionably  high  prices,  let  us  hope, 
have  been  done  away  with. 

How  much  does  it  cost  for  a  department 
store  to  deliver  a  package  for  a  customer? 
The  National  Retail  Dry  Goods  Associ- 
ation, as  the  result  of  a  questionnaire, 
found  that  it  may  cost  a  store  anywhere 
from  5.5  to  30  cents.  The  average  indi- 
cates that  it  costs  a  bit  more  than  12 
cents  to  deliver  milady's  parcel. 


ticipation  plan  just  announced.  Workers 
will  be  divided  into  two  groups,  one  in- 
cluding those  in  executive  and  manageri- 
al positions,  and  the  other  all  those  out- 
side of  this  classification.  The  former 
will  receive  one-third  of  the  extra  com- 
pensation fund,  and  the  latter  two-thirds, 
part  in  the  company's  7  per  cent  pre- 
ferred stock  and  part  in  cash. 


Fifty  years  ago 

The  decline  in  crude  oil  production  in 
the  United  States  has  not  only  continued 
but  has  grown  somewhat  sharper  in 
recent  weeks.  The  latest  report  of  the 
American  Petroleum  Institute  shows  do- 
mestic crude  oil  output  in  this  country  at 
2,488,000  barrels  per  day.  This  is  a  de- 
cline of  over  1 1,000  barrels  per  day  in  a 
single  week  and  the  latest  figure  is  not 
only  the  lowest  thus  far  in  1930  but  the 
lowest  in  several  years.  Compared  with 
the  same  week  last  year,  recent  figures 
show  a  decline  of  well  over  400,000  bar- 
rels per  day  and  have  declined  about 
130,000  barrels  per  day  since  the  latter 
part  of  June. 


Chevrolet  1930  Club  Sedan,  $665 fob.  plant 


In  the  motor  group  General  Motors  ap- 
pears to  be  the  outstanding  stock.  The 
new  Buick,  in  the  writer's  opinion,  is  the 
best  looking  car  they  have  had  for  some 
time,  and  it  is  likely  to  be  a  real  business 
getter  among  cars  in  this  price  class. 
General  Motors'  earnings  are  well  in  ex- 
cess of  dividend  requirements  and  in 
Chevrolet  they  have  by  far  the  best  com- 
petitor of  the  Ford.  The  yield  is  quite 
satisfactory  and  with  the  many  diversi- 
fied interests  outside  of  the  automobile 
business  that  General  Motors  has,  any 
improvement  in  general  business,  if  only 
of  a  seasonal  nature,  should  have  a  very 
advantageous  effect  on  General  Motors' 
earnings. 


Sixty  per  cent  of  the  International  Har- 
vester Company's  net  profits  in  excess  of 
7  per  cent  upon  invested  capital  will  be 
distributed  annually  among  the  com- 
pany's 40,000  employees,  in  accordance 
with  a  new  profit-sharing  and  stock  par- 
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The  long  awaited  appearance  of  Great 
Britain's  newest  and  largest  dirigible  has 
finally  materialized  and  the  outstanding 
aerial  event  of  recent  weeks  has  been  the 
westward  crossing  of  the  Atlantic  Ocean 
by  the  R-100.  Leaving  Cardington,  En- 


gland, early  one  morning,  the  ship 
forced  first  South  and  then  North  oj 
originally  planned  course  but  arrive* 
Canada  at  approximately  its  schedi 
time.  The  4,000  mile  trip  was  negotia 
in  a  generally  successful  manner  and 
the  satisfactory  speed  of  little  more  t 
50  miles  per  hour. 

Already  car-conscious  to  an  extre: 
Americans  are  rapidly  becoming  b\ 
conscious.  No  other  pastime  has 
such  unprecedented  growth  as  has  pi 
sure  boating  in  the  last  decade.  Boat! 
development  is  steady,  progressive,  | 
manent.  It  is  not  only  reaching  out  to 
four  corners  of  our  own  country,  but  i 
foreign  lands  as  well.  Indeed,  the  Uni 
States  is  putting  the  world  afloat,  jus1 
it  put  the  world  riding  on  rubber  tires 


Twenty  five  years  ago 

The  condition  of  business  today  is 
markably  good.  New  records  keep  be 
set  only  to  be  broken  by  next  mont 
statistics.  The  normal  summer  slu; 
has  hardly  broken  the  steady  upw 
trend.  Construction,  both  industrial  i 
private,  continues  at  a  top  level.  Au 
mobile  production  has  shown  very  lit 
decline.  Retail  sales  continue  apace  6 
the  steel  industry,  contrary  to  the  nom 
pattern  and  expectation,  continues 
roll  along  under  a  full  head  of  stea 
There  is  every  indication  that  the  gr< 
national  production  will  not  only  exce 
that  of  1954,  but  break  the  record  peak 
1953.  All-time  employment  highs  refli 
this  expansion  and  a  few  weeks  ago, 
the  first  time  in  our  history,  the  to 
number  of  people  at  work  has  substs 
tially  topped  the  64-million  mark. 

Next  big  market  payoff  for  pharmaceu 
cal  industry  may  come  from  promisi 
new  drugs  for  treating  mental  illne 
Philadelphia's  Smith,  Kline  &  French 
ported  that  1955's  first  six  months'  pr 
its  were  double  last  year's  $3.8  millic 
due  largely  to  Thorazine,  a  mental  illne 
drug  put  on  the  market  last  year. 

In  a  year  when  mergers  have  to  be  sup< 
size  to  attract  more  than  passing  atte 
tion,  the  U.S.  appliance  industry  came 
with  one  last  month  that  grabbed  mc 
than  its  share  of  financial  headlines, 
was  a  three-way  meld  tying  togeth 
Whirlpool  Corp.,  largest  maker  of  hon 
laundry  equipment,  Seeger  Refrigerat 
Co.,  and  two  appliance  divisions  of  tl 
giant  Radio  Corporation  of  America.  " 
add  to  the  newsworthiness,  $1.5-billu 
Sears,  Roebuck  was  sitting  in  on  the  de 
as  a  big  stockholder  in  both  Whirlpo 
and  Seeger. 
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*  ANOTHER  VIEW  OF  A  CHEMICAL  COMPANY  •  SEQUENCE  2 


Garcia  Barry,  housewife,  talking  about  her  husband  Rick,  marketing  specialist  at  the  Henkel  Corporation. 

All  of  a  sudden  my  husband 
was  with  Henkel" 


"I  remember  my 
feelings  that  day 
in  1977  when  Rick 
and  I  learned  that 
General  Mills 
Chemicals  was 
iy  husband  R.ck  going  to  be  ac- 
quired by  Henkel.  I  was  shock- 
ed. I  didn't  know  Henkel,  but 
General  Mills  was  big  and  well 
mown,  located  right  here  in 
/linneapolis.  Rick  had  done  so 
veil  with  the  company,  working 
lis  way  up  to  marketing  spe- 
cialist in  the  Resin  Products 
3roup,  and  we  had  that  comf  ort- 
ible  feeling  that  we  had  been 
vith  General  Mills  forever, 
tick  must  have  sensed  my 
asecunty,  and  maybe  he 
ihared  it,  because  he  began 
elling  me  about  Henkel.  After 


all,  he  said,  Henkel  is  one  of  the 
great  international  chemical 
companies,  with  billions  in 
sales  and  plants  in  who-knows- 
how-many  countries.  Besides, 
Henkel  is  strong  in  research 
and  development,  and  empha- 
sizes constant  product  im- 
provement. For  those  reasons 
alone  the  companies  should 
blend  beautifully. 
Now  I  know  that  Rick  was  right. 
I've  learned  that  Henkel  is  one 
of  the  big,  well-known  compa- 
nies of  the  world,  and  they're 
certainly  doing  well  by  us.  Rick 
is  still  hard  at  work  in  resins 
marketing,  for  Henkel,  and 
growing  in  his  job.  I'm  espe- 
cially happy  because  not  too 
long  ago  we  were  able  to  buy 
a  new  home. 


As  a  matter  of  fact,  I'm  begin- 
ning to  get  that  comfortable 
feeling  again,  of  being  with  the 
company  forever.  This  time  I 
mean  Henkel." 


The  Henkel  Corporation,  Minne- 
apolis (Minnesota)  is  one  of 
about  100  companies  of  the  Henkel 

Group,  situated  in  more  than  40 
countries.  Worldwide  sales  in  1979: 
6.8  billion  DM.  33,000  employees. 
Based  m  Dusseldorf,  Federal 

Republic  of  Germany.  

Product  range  includes  laundry 
products,  household  cleaners, 
cosmetics,  adhesives,  industrial 
cleaners,  oleochemicals,  auxiliary 
products  for  the  textile  and  leather 
industries.  Over  8,000  products 
for  all  walks  of  life. 


Chemistry  working  for  you. 


Readers  Say 


Sea  power 

Sir:  Re  your  article  on  U.S.  naval  power 
(July  21).  A  critical  aspect  of  sea  power 
that  you  did  not  develop  is  the  presence 
of  American  merchant  marine  across  the 
world.  American  ships  flying  the  Ameri- 
can flag  with  American  officers  and 
crews  have  the  capability  of  sailing  in 
and  out  of  every  port  of  the  world  on  a 
weekly  and  more  frequent  basis,  present- 
ing the  concept  of  "Sea  Power"  just  as 
forceably  as  a  Navy  warship. 

The  American  merchant  marine  needs 
help,  and  the  U.S.  will  benefit  as  a  result. 
— George  F.  Lowman 
Chairman, 
Farrell  Lines,  Inc. 
New  York,  NY 

Sir:  The  defense  establishment  is  no  less 
top-heavy  with  dreamy  pencil-pushers 
than  any  other  bureaucracy.  I  remember 
from  my  own  military  experience  in  the 
Vietnam  War  that  Pentagon  procure- 
ment officials  were  too  gadget-happy.  I 
recall  using  Korean  War  radar  equipment 
because  the  brand  new,  superduper  stuff 
was  always  "down"  or  too  finicky  to 
work  right  even  when  it  was  "up."  The 
lesson  then  is  to  go  for  more  bang  from 
fewer  bucks. 
— Laurence  Gilinsky 
Neptune  City,  N.J. 


Tax-cut  commitment 

Sir:  Re  M.S.  Forbes  Jr.'s  remarks  about 
the  effects  of  our  tax  system  on  incen- 
tives (June  23).  You  recognize  that  we 
began  to  reform  the  income  tax  system 
immediately  after  we  took  office  last 
year.  The  changes  I  have  already  made 
mean  that  our  top  rates  of  income  tax  are 
no  longer  out  of  line  with  other  industrial 
countries.  You  seem  less  sure  of  my  com- 
mitment to  carry  this  policy  forward. 

For  the  future,  I  have  made  it  absolute- 
ly clear  that  my  intention  is  to  make 
further  reductions  in  direct  taxation.  I 
regard  this  as  one  of  the  cornerstones  of 
my  longer-term  strategy. 
— Sir  Geoffrey  Howe 
Chancellor  of  the  Exchequer, 
London,  England 


A  better  way 

Sir:  Balanced  legislation  concerning 
Alaska  lands  is  vital  ("Let's  Not  Blow  It 
With  Alaska,  "/w/y  7).  However,  to  imply 
that  S-9  is  in  fact  balanced  legislation 
glosses  over  the  fact  that  the  bill  would 
not  only  prohibit  development  of  impor- 
tant known  Alaska  mineral  resources  but 


would  inhibit  as  well  as  deny  develop- 
ments in  major  areas  of  mineral  poten- 
tial. S-9  isn't  the  answer  to  your  con- 
cerns. We  will  have  to  look  to  the  next 
session  of  Congress  for  a  reasoned  resolu- 
tion of  the  Alaska  lands  issue. 
— Wallace  McGregor 
Spokane,  Wash. 


Half -pint  publisher 

Sir:  We  had  lunch  at  a  small  truck  stop 
the  other  day  and  my  son  ordered  some 
chocolate  milk.  I  was  surprised  to  see  my 
favorite  publisher  pictured  as  a  half-pint. 

— Ron  Fandrick 
Northfield,  Minn. 
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Inflation  factor 

Sir:  Re  the  quote  from  U.S.  News  &  World 
Report,  "Cushy  Retirement  Plan"  (Other 
Comments,  July  7).  Sure,  the  retirement 
check  of  today  exceeds  the  salary  of 
1971.  But  the  1971  salary  of  $36,000  is 
now  $75,000  or  more,  and  today's  retire- 
ment is  only  60%  or  less  of  that  figure. 
— C.R.  Bullock 
Scottsdale,  Ariz. 


Compatible 

Sir:  The  article  "Xerox — back  on  the 
road  to  success"  (July  7)  could  lead  read- 
ers into  thinking  IBM's  computer  net- 
work offerings  preclude  non-IBM  prod- 
uct attachment.  We  believe  that  IBM's 
Systems  Network  Architecture  (SNA) 
can  support  a  wide  variety  of  non-IBM 


and  non-SNA  products.  IBM's  SNII 
a  comprehensive  telecommunicat| 
network  facility  that  is  capable  of 
necting  systems  within  a  buildin| 
around  the  world. 

The  article  implies  that  a  multij 
lion-dollar  investment  in  a  large  com| 
er  is  needed  for  an  SNA  network, 
customers  can  install  an  SNA  netvl 
with  small  processors,  at  an  entry 
only  a  small  fraction  of  the  implied  i| 
timillion-dollar  investment. 
— Victor  J  Goldberg 
Vice  President, 
IBM 

Armonk,  NY. 


Deficits  cause  inflatioi 

Sir:  Re  "Why  The  Fed  Can't  Fine  ll 
The  Economy"  (June  9)  There  is  no  " 
relation  between  the  federal  deficit 
the  inflation  rate  because  it  takes  tinl 
about  two  years — for  money  to  I 
through  the  system.  If  you  plot  the  fel 
al  deficit  and  the  inflation  rate  two  y[ 
later  you  end  up  with  correlation 
pointed  to  ignore. 
— Alan  Pope 
Albuquerque,  N.M. 


Real  returns 

Sir:  The  Streetwalker  (Forbes,  July  gj 
erroneously  states  that  "G&W  report 
trading  loss  of  $2.8  million  last  j 
.  .  .  and  a  loss  of  $3.9  million  the  ] 
before.  .  .  ."As  reported  for  the  year  e 
ed  July  31,  Gulf  &  Western  and  its  c 
solidated  subsidiaries  realized  a  loss 
disposition  of  investments  in  securi 
of  $368,000  in  1979  and  a  gain  of  $: 
million  in  1978. 
—Jerry  Sherman 
Director,  Public  Relations, 
Gu/f&  Western 
New  York,  NY. 


Biting  advertising 

Sir:  Re  the  battle  of  giants — M.S. Fori 
and  John  O'Toole  of  Foote,  Cone  &.  B« 
ing^-over  tasteless  advertising  (Fact  c 
Comment,  June  9;  Readers  Say,  July  21 
quote  John  O'Toole's  comment  from 
ad  he  did  for  the  Wall  Street  Journal 
Dec.  18,  1978,  "If  an  ad  is  provocati 
interesting,  intriguing,  it's  apt  to  ere 
some  adverse  comments.  Consider 
alternative:  advertising  so  bland  the 
no  bite." 
—Jeff  Kinsey 
New  Philadelphia.  Ohio 
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'They  want  us  to  order 1,500  older  goats?" 

No,  not  older  goats  —  overcoats.  But  due  to  a  hastily  written  phone  message,  a  lot  of 
usy  people  will  spend  a  lot  of  unnecessary  time  clearing  up  all  the  confusion. 

Scenes  like  this  are  one  reason  many  of  today's  more  innovative  companies  are  turn- 
ig  to  "voice  mail"  to  streamline  their  internal  communications. 

Voice  mail?  That's  simply  a  system  which  adds  a 
ilephone  answering  unit  to  the  phones  at  key  people's  desks.  So 
/hen  they're  away,  callers  can  still  leave  a  message  —  in  their  own 
/ords  -  and  not  have  to  spend  the  time  or  money  to  call  back. 

With  the  world's  largest  and  most  respected  line 
f  telephone  answering  equipment,  we've  got  plenty  of  answers 
bout  voice  mail.  For  the  name  of  your  nearest  dealer,  call  800- 
47-4683  toll  free  (in  Oregon,  Alaska  or  Hawaii,  (503)774-1 104). 

CODE-4-PHONE 

America's  getting  the  message. 


Code-A-Phone"  is  a  registered  trademark  of  Ford  Industries,  Inc.,  5001  S.E.  Johnson  Creek  Blvd.,  Portland,  Oregon  97222,  Printed  in  U.S.A. 


The 

right  mix 
at  the 
right  time 


Fifty  years  ago  we  were  a 
pioneering  pipeline  company. 
Today  we're  a  diversified 
international  complex  of 
energy-based  enterprises.  This 
success  is  the  result  of  careful 
planning,  willingness  to  take 
appropriate  risks,  and  the 
building  of  a  solid,  stable  foun- 
dation for  expansion.  We're 
growing  from  there. 

Gas  is  our  cornerstone. 

Our  regulated  natural  gas 
business  is  the  dependable 
centerpiece  of  our  opera- 
tions. Its  long-term  stability 
underpins  our  expansion  into 
energy-related  fields  where  the 
reward  of  taking  risks  has 
been  success.  Natural  gas  is 
also  our  own  most  valuable 
resource,  providing  the  basis 
for  most  of  the  products  we 
develop  and  sell. 


I 


Worldwide 
opportunity  in 
liquid  fuels. 

It  will  be  many  years  be 
synthetic  fuels  and  mo 
exotic  energy  sources 
a  significant  contributic 
Natural  gas  and  its  de 
tives  must  carry  more  i 
the  energy  burden  in  tt 
1980s.  For  InterNorth  t 
opportunity.  For  examp 
we're  completing  a  pla 
Wyoming  capable  of 
extracting  100,000  gallc 
natural  gas  liquids  a  d 
And  we'll  be  importing 
fuels  from  the  North  Se 
pursuing  opportunities 
build  our  worldwide  tra 


n  edge 
micals. 

nical  business  is 
/e've  got  an  advan- 
petrochemical  oper- 
tural  gas  liquids  as 
,  rather  than  more 
ude-oil  byproducts, 
ensure  that  our 
products  are 
both  U.S.  and 


Exploring  pays  off. 

Forming  our  own  explora- 
tion and  production  company 
was  a  sound  investment.  Last 
year  we  drilled  96  productive 
gas  wells  out  of  144  tries, 
a  good  batting  average  in  that 
high-risk  business.  Explor- 
atory successes  added 
56  billion  cubic  feet  of  natural 
gas  and  650,000  barrels  of 
liquid  hydrocarbons  to  our 
reserves.  We're  continuing  to 
drill  development  wells  and 
to  aggressively  drill 
wildcat  prospects. 

Coal's  day  is  coming. 

Coal  reserves  comprise  about 
80%  of  U.S.  domestic 
fossil  fuel  resources,  yet  coal 
currently  supplies  only  19% 
of  the  nation's  energy  needs. 
We  il  grow  as  the  role  of  coal 
grows.  We're  mining  now,  and 
have  340  million  tons  of 
coal  under  lease. 


Our  complex  of  energy- 
based  businesses  combines 
continuing  financial 
strength  with  realizable 
opportunities  to  further 
enhance  our  growth. 
Careful  planning  and  bold 
execution  built  us  today's 
strong  position  to  seize 
tomorrow's  opportunities 
-  the  right  mix  at  the 
right  time. 

For  further  information  call: 
Roy  A.  Meierhenry,  Vice 
President  and  Treasurer, 
402  348-4937. 


Northern  Natural  Gas  Company  »  Peoples  Natural  Gas 

Northern  Liquid  Fuels  Company  ■  Northern  Petrochemical  Company 

Nortex  Gas  &  Oil  Company  ■  Northern  Coal  Company 

Home  Office:  Omaha,  Nebraska 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina   Australia   Austria   Bahamas  -  Bahrain  -  Belgium  Brazil;  Canada  Colombia  -  France  -  Greece  -  Hong  Kong  -  Indonesia  -  Italy  Japan  -  Kenya  Korea 
Lebanon  Malaysia  Mexico  -  The  Netherlands  -  The  Philippines  -  Singapore  -  Spain  -  Switzerland  •  Taiwan  -  Thailand  "United  Kingdom  ■  Venezuela  ■  West  Germany 
United  States  •  Chicago  New  York  -  Los  Angeles  -  Houston  Dallas  -  Miami  -  Cleveland  -  San  Francisco  ■  Denver 


RE4UTY 

Long  before  energy  became  an 
issue  or  a  crisis,  Continental  Bank 
was  a  leading  lender  to  the 
oil  and  gas  industry. 

Twenty-five  years  ago  we  were  pioneers.  One  of 
the  few  major  banks  with  an  oil  and  gas  division. 
Today,  we  have  one  of  the  largest  oil  and  gas 
portfolios  in  the  world.  And  no  bank,  anywhere,  has 
a  larger  oil  and  gas  division  or  more  expertise  than 
Continental.  It's  what  you  expect  from  a  top 
corporate  bank.  At  Continental  Bank,  it's  reality. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


REDUCING  WHAT'S  REDUCIBLE  IN  OUR  GASOLINE  CONSUMPTION 


dn't  lower  by  one  meaningful  whit  our  standard  of  living. 
50-cent-a-gallon  increase  in  the  gasoline  tax  would  much 
to  further  cut  the  quantity  of  gas  we  burn,  and  that  would 
ribute  significantly  to  our  standard  of  living  if,  by  that 
se,  one  includes  the  joy  and  power  U.S.  independence  from 
2  would  provide  to  our  country  and  to  each  one  of  us. 
ir  federal  gasoline  tax  is  a  mere  4  cents  a  gallon  vis-a-vis 
!  per  gallon  in  Italy,  $  1 .65  in  France  and  $  1 . 1 5  in  Britain. 
)uld  such  a  tax  be  totally  and  unfairly  regressive?  Not 
ding  to  an  International  Monetary  Fund  survey,  which 


shows  that  if  a  petroleum  tax  increase  were  to  cost  10%  of  the 
income  of  those  earning  less  than  $5,000  a  year,  the  burden  for 
those  in  the  $8,000-to-$20,000  income  range  would  run  7.8%  to 
6.8%.  The  $50  billion  to  $60  billion  added  revenues  would 
insure  a  balanced  budget,  finance  a  major  part  of  the  energy 
independence  effort,  cover  the  intensely  needed  additional 
military  spending  and  have  a  little  left  over  to  rebate  the 
genuinely  Needy  Cases  that  such  an  added  gas  tax  might  create. 

Let  us  hope  that  after  the  political  dust  has  settled,  we'll  get 
about  the  doing  of  this  next  year. 


INCREDIBLE,  INEXCUSABLE— AND  CURABLE 


lile  we're  fiddle-diddling  dangerously  on  reinstituting  a 
;time  draft  (which  is  going  to  be  essential  to  avoid  a 
.me  one),  we  should  at  least — as  instantly  as  Capitol  Hill 
lo  anything  instantly — get  the  pay  of  service  volunteers, 
:ially  technicians  and  noncoms,  above  the  poverty  level, 
rd  as  it  is  to  believe,  as  many  as  a  quarter  of  a  million 
nt  military  families  are  probably  eligible  for  welfare.  As 
's  first-rate  report  on  the  manpower  problems  of  our 


armed  forces  points  out,  "Military  base  commissaries  are 
taking  in  over  $10  million  annually  in  food  stamps. 

"Says  Air  Force  Colonel  Bradfield  Eliot:  'When  16%  of  the 
Air  Force  can  qualify  for  food  stamps,  patriotism  doesn't  make 
it  as  a  motivator.' 

"Complains  a  paratroop  sergeant  in  Alaska:  'If  the  Govern- 
ment can  give  me  $71  a  month  in  food  stamps,  why  can't  it 
give  it  to  me  in  salary?'  " 


PEOPLE  TO  PEOPLE  IS  NOT  OUR  PROBLEM  WITH  THE  SOVIETS 


cently  I  was  asked  if  more  personal  contacts  between 
ians  and  Americans,  such  as  the  one  I  had  with  the  mayor 
)Scow  during  our  motorcycle  trip  through  the  U.S.S.R.  last 
ner  (Forbes,  Sept.  17,  1979),  wouldn't  be  most  helpful  in 
:ing  the  problems  and  tensions  between  our  countries, 
e  answer  is  No. 

ring  that  1,500-mile  trip  entering  Russia  at  Brest  to  our 
it  the  Finnish  border  above  Leningrad,  we  had  countless 
n-to-person  contacts  with  Russians  remote  from  the  over- 
en  paths  of  Intourist  Moscow.  Not  once  did  we  encounter 
lity  to  us  or  to  Americans  per  se.  To  the  contrary,  they 
ssed  intense  interest,  eagerness  for  discussion,  obvious 


respect  and — often — visible  admiration  for  the  U.S. 

Which  isn't  to  say  or  imply  that  we  came  across  outspoken 
opposition  to  their  government's  policies  vis-a-vis  the  U.S. 

Our  confrontation  with  the  Kremlin  has  nothing  to  do  with, 
and  won't  be  ameliorated  by,  numerous  or  innumerable  con- 
tacts 'twixt  Russians  and  Americans. 

It  is  purely  power  politics  between  two  diametrically  op- 
posed governing  ideologies.  Only  raw,  overwhelming  military 
power  makes  Russia  the  other  superpower,  and  friendly  con- 
tacts between  citizens  of  the  two  countries  won't  change  that. 
Only  restoration  of  our  power  to  balance  theirs  could  cause  the 
Kremlin  to  pause  in  its  way  of  Transgression. 


IT  DOESN'T  MAKE  SENSE,  DOES  IT? 


rou  borrow  money  to  buy  a  house,  a  car,  a  vacation  or 
soever,  you  can  deduct  from  your  income  the  interest  you 
n  that  debt. 

-after  paying  your  living  expenses  and  your  income  tax — 
have  any  money  left  over  and  put  it  into  savings  or 


investments,  you  pay  the  highest  income  tax  on  whatever  that 
money  earns.  Is  it  fair  or  remotely  sensible  to  tax  income  from 
savings  on  which  you  have  already  paid  income  tax? 

In  a  time  of  inflation,  encouraging  debt  and  penalizing  the 
thrift  on  which  capital  investment  depends  is,  plainly,  foolish. 
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WHEN  JORDAN'S  KING  HUSSEIN  REPEATEDLY  CALLED  ME  "SIR" 

It  wasn't  until  I  read  Henry  Ki^ 
singer's  White  House  Years  that 


it  seemed  enormously  flattering. 
The  first  occasion  was  when  we  car- 
ried him  and  his  party  aboard 
Forbes'  Highlander  on  a  trip  up  the 
Hudson  River.  In  the  course  of  the 
voyage  I  couldn't  resist  asking  him 
all  sorts  of  pertinent  questions,  ac- 
companied by  opinions  (to  which, 
as  you  dear  readers  know,  I'm  a  bit 
addicted). 

The  frequency  of  "sirs"  in  his  every 
sentence  increased  as  time  went  on. 


King  Hussein,  M.S.  Forbes  jr.,  MSF 


understood  why.  Wrote  the  evei 
perceptive  Henry  K.:  "Once  I  kne\|  fori 
[King  Hussein]  reasonably  well  rM 
could  measure  his  irritation  at  wha  ti> 
he  considered  insensitivity  or  bu  -  - 
reaucratic  pedantry  by  the  height)  lis; 
ening  of  his  legendary  courtesy;  hi 
use  of  the  honorific  "sir"  woulc 
multiply  while  he  assumed  a  glacia 
demeanor." 


WARMEST  WELCOME  TO  THE  REBORN  S.S.  FRANCE 

Having  just  finished  a  nostalgic  trip  through  The  Great  Liners,    harassing  the  elevator  operators  by  pushing  buttons 
one  of  the  first-rate  Seafarers  series  by  Time-Life  Books,  it  was  disappearing. 

thrilling  to  see  the  long-laid-up  S.S.  France  reenter  New  York       Rivalry  among  the  great  nations  for  luxury  and  speec 


Harbor  as  the  completely  refurbished  cruise  ship 
S.S.  Norway.  Soaring  fuel  costs  and  ever-greater 
wage  requirements  by  unioned  crews  had  com- 
bined with  the  devastating  airline  competition  to 
knock  out  nearly  all  the  big  glamour  liners  and 
were  even  threatening  the  QE2.  The  demise  of 
these  transatlanticers  was  foretold  in  1957  when 
Americans  going  abroad  by  air  outnumbered  for 
the  first  time  those  doing  so  by  sea. 

Canadian  Samuel  Cunard,  turned  on  by  the 
possibilities  of  ships  propelled  by  steam,  started 
regular  transatlantic  passenger  service  in  1840. 
Eighty-six  years  later,  how  well  this  editor  remem- 


Cunard  poster  of 
the  Aquitania 


magnificent  ships  crescendoed  just  before  the  c 
break  of  World  War  II:  Britain,  with  its  two  gii 
queens,  Elizabeth  (83,673  tons)  and  Mary  (8 1,0(1 
France,  with  the  Normandie  (83,423)  and  He 
France  (43,450);  Germany,  with  Bremen  (51,6 
and  Europa  (49,746);  the  Netherlands,  with  Nie 
Amsterdam  (36,982)  and  Rotterdam  (24, h 
Italy,  with  Rex  (51,062)  and  Conte  di  Sa\ 
(48,502);  and  the  U.S.,  with  America  (33,550) 
Washington  (24,289). 

For  only  a  brief  decade  following  World  Wai 
did  these  splendiferous  ships,  fewer  so  big  ; 
fewer  in  number,  again  vie  for  Atlantic  passen 


bers  his  own  first  crossing  in  the  Cunard  Line's  flagship  of  honors.  Now,  fortunately,  cruise  business  is  bringing  back  gi 
the  1920s,  the  Aquitania.  My  brother,  8,  and  I,  7,  spent  most  ships — mostly  new  ones,  but  also  the  fabulous  former  Frar 
of  the  voyage  racing  up  and  down  the  sweeping  staircases,       'Tis  a  happy  happening. 


lisc 


9 


tin 


BOOKS 


The  Lost  Pleasures   of  the  Great 

Trains — by    Martin    Page  (William 

Morrow  &  Co.,  $16.95).  There  have  to 

be  infinitely  more  pictures,  drawings 

and  lore  about  these  fabled  great 

trains  than  this  disappointing  book 

has  managed  to  collect. 

Excerpt:  The  prospect  of  hunting  [in 
India]  drew  visitors  from  the  western 
world;  and  the  railway  administra- 
tion catered  to  them  imaginatively 
by  having  built  and  providing  mobile 
shooting  boxes .  .  .  [these]  would  then  be  attached  to  a  train 
going  through  the  jungle,  and  often  be  shunted  up  a  siding 
specially  built  to  serve  the  needs  of  sportsmen,  saving  them  as 
it  did  an  arduous  journey  on  foot  to  the  lairs  and  watering 
places  of  the  wild  animals. 


Splendor  in  Exile — by  Charles  Feny- 
vesi  (New  Republic  Books,  $12.95).  A 
chapter  each  on  a  dozen  living  ex- 
Majesties  or  Pretenders-to.  It's  hard, 
quite  unsplendorous  work,  filling 
these  jobs  that  don't  exist. 


Charles  Fenyve 

CPLEND  : 
JINEXIO 


Excerpt:  "In  Bulgaria  and  elsewhere, 
Communist  regimes  are  most  unpop- 
ular, and  consequently  people  tend  to 
idealize  the  past,"  Simeon  [former 
Czar  Simeon  II  of  Bulgaria]  contin- 
ues. "My  father  left  an  aura  of  popu- 
larity, and  Bulgarians  remember  his  wisdom. "  To  be  remei 
bered  with  kindness  back  at  home  is  another  emigre  my 
and  cannot  be  surrendered.  "Slwuld  a  power  vacuum  devet 
in  Bulgaria,  monarchy  has  a  chance  to  return  because  peo{\ 
may  want  a  man  for  all  seasons.  I  am  available." 
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COPENHAGEN  REALLY  IS  WONDERFUL 

one  of  the  many  wonderful  things  about  the  Danes'  beguil-  our  coffee  have  the  worry  about  lighting  up— at  least  a  third  of  the 
lively,  lovely  capital  is  that  none  of  us  who  like  a  cigar  with    women  will  be  puffing  their  cigars  before  we  even  reach  for  ours. 


PASSING  THOUGHTS 

)r  not-so-strange  reasons,  as  time  hurtles  me  into  my  60s 
:hdays  seem  to  come  like  every  month,  these  days),  it's 
1  solacing,  if  not  always  inspiring,  to  collect  the  thoughts  of 
:rs  on  this  business  of  what  I  now  term  middle-aging, 
ke  this  observation  by  Frank  Trippett:  "Research  has 
led  down  some  things  about  aging.  One  thing  is  that  the 
•less  senility  that  is  part  of  the  common  stereotype  of  the 
I  is  not  common  at  all  in  real  life.  In  fact,  not  more  than  8% 
Id  people  suffer  from  it." 

r  this  handful  from  a  76-year-old  correspondent,  Mr.  Carroll 
th,  in  a  letter  to  Forbes  on  the  subject:  "Now  it  takes  me 
;er  to  rest  than  it  does  to  get  tired.  Often  have  to  sight 
nst  something  to  see  if  I'm  moving.  I  term  it  the  Metallic 
e:  silver  in  the  hair,  gold  in  the  teeth  and  lead  in  the  bumpty. 
my  younger  years  I  bemoaned  the  fact  I  was  so  short.  Now 

ONLY  WHEN  WE'RE  RUNNING 

out  of  it  do  we  truly  begin  valuing  time. 


ON  A  61st  BIRTHDAY 

every  morning  when  I  waken  and  everything  hurts,  I  can  be 
grateful.  If  I  was  tall  there  would  be  so  much  more  to  hurt." 

And  this  analogy,  by  Bruce  Catton  in  his  memorable  book 
Waiting  for  the  Morning  Train:  "Early  youth  is  exactly  like  old 
age;  it  is  a  time  of  waiting  before  a  big  trip  to  an  unknown 
destination.  The  chief  difference  is  that  youth  waits  for  the 
morning  limited  and  age  waits  tor  the  night  train." 

But  the  one  I  like  best  is  this  by  a  92-year-old  lady,  quoted  in 
Ronald  Blythe's  The  View  in  Winter:  "I'm  lame  because  I've 
got  arthritis  and  it  is  the  most  perfect  nuisance.  They  took  me 
to  London  to  an  orthopaedic  surgeon  for  the  hip  operation  I 
said,  'Operate  on  both  at  once.'  I  knew  nothing  about  it  and 
just  had  a  lovely  sleep.  I  was  74.  When  you  arc  92  and  you  say, 
'When  I  was  74,'  it  is  almost  like  saying,  'When  I  was  young.'  " 

Her  comment  makes  old  age  seem  decades  away. 

TO  BE  BITTER 

is  a  waste  of  life  that's  short  enough  already. 


THE  EMERGING  REPUBLICAN  MAJORITY 


By  M.S.  Forbes  Jr. 


What  distinguished  the  recent  Re- 
sublican  Convention  from  others  this 
writer  has  observed  in  the  past  20 
^ears  was  not  so  much  the  Ford  vice 
sresidential  caper  or  the  fight  about 
ERA  and  abortion.  Rather,  it  was  the 
possibility  that  the  GOP,  thanks  to 
Ronald  Reagan  and  some  of  his  youn- 
ger supporters,  could  become  the 
dominant  political  party  for  the  first 
:ime  since  the  Great  Depression. 

Such  a  notion  is  not  as  fanciful  as  it 
nay  sound. 

Since  the  1930s,  the  GOP  has  had 
:he  reputation  for  austerity,  for  a 
Scrooge-like  social  conscience,  for  be- 
ng  unreccptive  to  new  ideas  and  new 
concerns.  The  Democrats,  by  con- 
:rast,  were  the  "party  of  the  people," 
jpen  to  new,  invigorating  ideas,  re- 
sponsive to  new  problems. 

But  the  old  images  are  changing, 
rhere's  a  profound  disillusionment 
ibout  many  of  the  economic  and  so- 
;ial  trends  in  the  U.S.  in  the  last  de- 
:ade,  especially  under  Carter. 

This  deep  dissatisfaction  has  shak- 
:n  traditional  party  loyalties  and  Rea- 
gan means  to  use  it  to  effect  a  funda- 
nental  political  shift  similar  to  that  of 
:DR  during  the  Depression. 

That's  why  the  former  Governor's 
icceptance  speech  was  such  a  con- 
rast  to  his  rhetoric  of  the  Sixties  and 
Seventies.  No  mention  was  made  of 


welfare  chiselers  or  of  OSHA  horror 
stories.  The  content  was  positive,  up- 
beat. The  criticisms  of  Carter  were 
direct  and  devastating.  But  Reagan 
also  made  sure  to  outline  why  the 
GOP  would  do  better  with  the  econo- 
my, inflation,  energy  and  foreign 
policy,  painting  the  Republicans  as 
the  party  of  economic  opportunity 
and  growth. 

He  wisely  stressed  the  need  for 
helping  minorities,  for  providing 
"safety  nets"  and  social  services.  Ear- 
ly in  the  speech,  he  emphasized  that  a 
Republican  administration  would 
push  hard  for  equal  opportunity  for 
women— an  obvious  attempt  to  undo 
some  of  the  damage  done  by  ditching 
the  ERA. 

Opportunity  for  a  political  realign- 
ment is  also  why  Reagan  took  care  to 
depict  Carter  and  the  Democrats  the 
way  Democrats  used  to  depict  Hoover 
and  the  Republicans. 

Of  course,  such  addresses  arc  tradi- 
tionally full  of  generalities,  but  they 
can  set  the  tone  of  a  campaign,  e.g. 
FDR's  "New  Deal"  speech  of  1932 
and  Goldwater's  "extremism"  speech 
in  1964. 

Will  it  work?  Can  the  GOP  turn  the 
tables  on  the  Democrats? 

That  depends  in  large  part  on 
how  persuasively,  persistently  Rea- 
gan follows  through  on  the  positive 
themes  of  his  acceptance  address.  But 
the  opportunity  is  there  and  Reagan, 


so  often  underrated  by  political  pun- 
dits, was  shrewd  enough  to  sense  it. 

RESHAPING  THE  GOP 

Why  is  the  Reagan  of  1 980  so  differ- 
ent in  tone  from  the  past? 

Last  year  he  began  embracing  ideas 
and  themes  developed  by  Representa- 
tive Jack  Kemp  (R-N.Y.)  and  other 
young  conservative  activists.  They 
have  been  taking  the  old  concept  of 
the  American  dream  ("Opportunity, 
the  chance  to  make  it  and  to  improve 
your  life.  .  .  .")  and  applying  it  to  the 
modern  world.  No  more  bromides 
about  austerity  and  balanced  budgets. 
No  more  attacks  on  unions.  Inste.nl, 
the  message  was  made  positive. 

As  Kemp  put  it  in  his  book,  An 
American  Renaissance,  "A  Republi- 
can revolution  can  only  come  as  the 
GOP  focuses  its  intellectual  resources 
and  political  skills  on  generating  a  cli- 
mate for  economic  growth." 

Thus  the  Kemp-Roth  bill,  which 
would  cut  income  tax  rates  "to  restore 
the  link  between  effort  and  reward"; 
thus  Kemp's  proposal  to  create  low- 
tax  "enterprise  zones"  to  lure  busi- 
nesses into  the  inner  cities,  an  idea 
being  endorsed  by  a  growing  number 
of  liberal  Democrats. 

By  reshaping  GOP  conservatism  as 
a  positive  force  rather  than  merely  a 
reactive  one,  Kemp  and  his  allies  have 
helped  set  the  stage  for  a  major  politi- 
cal shift. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -MS/- 


Btu  Ins  and  Outs 

The  introduction  of  gasohol  is  being 
hampered  by  criticism  that  the  amount 
of  energy  required  to  grow,  transport  and 
process  the  grain  from  which  the  alcohol 
is  distilled  exceeds  the  amount  of  energy 
it  contains.  .  .  .  Rather  than  considering 
all  Btu  to  be  equal,  it  would  be  more 
realistic  to  consider  Btu  according  to 
their  value.  ...  By  using  fossil  fuels,  gen- 
erating electricity  requires  almost  three 
times  as  many  input  Btu  as  are  contained 
in  the  electricity  produced.  This  net  en- 
ergy loss  is  greater  than  even  the  more 
pessimistic  estimates  concerning  the 
production  of  ethanol,  yet  there  is  no 
question  as  to  the  desirability  because 
the  Btu  in  electricity  are  more  valuable 
than  in  the  fossil  fuel  used  in  its  genera- 
tion. Electricity  has  far  greater  versatility 
and  is  easier  to  distribute  than  fossil  fu- 
els. .  .  .  The  economic  viability  of  gaso- 
hol will  not  depend  on  the  energy  bal- 
ance in  terms  of  input  and  output  Btu.  It 
will  depend  on  the  economic  and  social 
value  of  particular  forms  and  sources  of 
energy. 

— Pasquel  A.  DonVito,  economist, 
National  Bureau  of  Standards, 
in  the  New  York  Times 

Fish  Story 

"Mrs.  P.,  a  lovely  soul  from  Quebec, 
says  that  she  has  a  power  in  her  finger- 
tips that  affects  fish  in  her  aquarium. 
When  she  holds  her  fingers  at  one  end, 
the  fish  go  to  the  other  end.  She  calls  it 
psychic;  I  call  it  frightened  fish.  I  sug- 


gested she  put  some  opaque  paper  over 
the  end  of  the  tank,  and  she  wrote  back 
and  said,  'It's  marvelous!  The  power 
doesn't  penetrate  brown  paper!'  " 

•    — magician  James  Randi, 
quoted  in  Omni 

Ford  on  Tour  Future 

Henry  Ford  II  called  for  a  50-cent  in- 
crease in  the  federal  gasoline  tax,  the 
first  top  auto  industry  executive  to  pro- 
pose such  a  large  tax  increase.  One-third 
of  the  revenue,  which  Mr.  Ford  estimat- 
ed would  total  $50  billion,  should  be  used 
to  increase  defense  spending  and  another 
third  to  reduce  scheduled  Social  Security 
tax  increases.  He  said  the  remainder 
could  be  used  to  finance  a  new  Recon- 
struction Finance  Corporation  and  to  re- 
duce taxes  for  those  unable  to  afford  the 
more  expensive  gasoline. 

— Associated  Press 

Few  Dodge  Draft 

The  U.S.  is  one  of  a  small  handful  of 
industrialized  nations  with  no  system  of 
compulsory  military  service.  All  but 
three  North  Atlantic  Treaty  Organiza- 
tion countries— Britain,  Canada  and  tiny 
Luxembourg — meet  their  military  man- 
power needs  by  means  of  conscrip- 
tion. .  .  .  Even  Europe's  neutrals,  Swe- 
den, Switzerland,  Austria,  Finland  and 
Yugoslavia,  operate  national-service  pro- 
grams that  can  subject  a  citizen  to  call-up 
duty  until  the  age  of  50. 

The  Soviet  Union  and  all  six  of  its 


Warsaw  Pact  partners  demand  relativt 
long  terms  of  military  service  from  th 
young  men.  .  .  .  Two  years  is  required 
Red  Army  and  Air  Force  recruits,  wh 
Soviet  sailors  and  border  guards  mi 
serve  three  years.  Four  of  the  other  i 
pact  countries,  Poland,  Czechoslovak 
Hungary  and  Bulgaria,  draft  citizens 
at  least  two — sometimes  three — yea 
Only  in  East  Germany  and  Rumania 
draftees  serve  as  few  as  18  months. 

— U.S.  News  &)  World  Repd 


If  our  last  decade  or  two  of  co 
lapsing  assumptions  has  bee 
a  period  of  unusual  discon 
fort,  it  is  reassuring  to  fcnoi 
that  the  human  species  ha 
lived  through  worse  before. 

—Barbara  W.  Tuchma 

A  Distant  Mirrt 


Robert  Day/SPORTS  ILLUSTRATED  ©  1955  Time  Inc. 


Traveling  in  Comfort 

Tzu  Hsi,  China's  Dragon  Empress,  di 
cided  that  she  would  visit  her  nati\i 
Mukden  by  rail.  The  preparations  for  tr) 
journey  were  daunting.  Her  Majesty  ha 
insisted  that  the  drivers  and  firemen  n 
eunuchs,  and  it  took  some  time  to  pe] 
suade  her  that  it  was  possible  neither  tj 
castrate  trained  railway  mechanics,  nd 
to  teach  men  accustomed  to  acting  a 
valets  and  waiters  how  to  drive  a  trail 
safely,  particularly  in  the  time  availabh 
She  conceded  the  point,  while  still  insisi 
ing  that  the  rule  be  observed  that  nl 
servant  should  seat  himself  in  the  sam 
building — as  the  train  was  held  to  be — a 
herself.  Therefore  the  engineers  had  t 
drive  in  an  upright  position,  and  to  res 
had  to  lie  down  completely  (thus  ensui 
ing  that  they  were  at  a  lower  level  thai 
her  imperial  feet).  The  atmosphere  oi 
board  the  railway  officials'  coach  wai 
one  of  fear.  Her  Majesty  had  insisted  thai 
they  should  accompany  her  on  the  train 
so  that  if  something  did  go  amiss  sh 
could  order  the  execution  of  one  or  all  oj 
them  forthwith. 

— Martin  Page,  The  Los\ 
Pleasures  of  the  Great  Traim 

No  Dirty  Hands 

If  only  he'd  wash  his  neck,  I'd  wring  it. 

— John  Sparrow,  The  Boob 
of  Insults,  Ancient  and  Moden\ 

Cracking  Up  the  Girls 

Gloria  Allred,  33,  president  of  the 
Women's  Equal  Rights  Legal  Defensfl 
and  Education  Fund  in  Los  Angeles,  de- 
fending her  group's  sellout  sponsorship 
of  a  $15-a-ticket  male  strip  show:  "When 
men  strip,  it's  a  joke,  not  exploitation." 

— Money 


28 


FORBES,  AUGUST  18,  1981 


lOEING  COMPUTER  SERVICES' 
ITSTRUDL  PRODUCED 
4  COMPLETE  ANALYSES 
OR  NEW  RIGID  FRAME  / 
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Limiting  deflection  for  drift  control  is  a  common  structural  engineering 
blem  especially  when  the  rigid  frame  structure  is  to  be  24  stories  tall. 

Engineers  for  a  new  octagonal  building  chose  a  productive  solution, 
ig  Boeing  Computer  Services'  GTSTRUDL  (Georgia  Institute  of  Technology 
ictural  Design  Language)  they  were  able  to  produce  24  complete  analyses . . . 

In  addition  to  automatic  generation  of  the  structure,  GTSTRUDL  produced 
cifications  for  wide  flange  shapes  from  tables  stored  in  the  system. 

With  this  many  alternative  analyses  to  work  with,  the  engineers  were  able 
se  their  experience  and  understanding  to  be  the  decision  makers. 

GTSTRUDL  offers  the  structural  design  engineer  an  extremely  cost  effective 
ironment.  It  offers  a  service  that  is  a  highly  productive  engineering  tool. 

Boeing  Computer  Services  offers  engineers  rapid  access  to  multiple  CDC 
3ER  and  IBM  computer  systems  via  one  of  the  world's  largest  privately 
laged  communications  networks.  In  addition  to  GTSTRUDL,  BCS 
vides  engineers  a  comprehensive  line  of  analysis  tools  and  support  products 
udmg  graphics  for  a  number  of  engineering  applications  covering  a  range  of 
meering  disciplines. 

To  learn  more  about  these  cost  savings  opportunities,  write  or  call: 
ham  O.  Sparks,  Boeing  Computer  Services  Company,  177  Madison  Avenue 
rastown,  NJ  07960  (201)  540-7786. 

a  -  


□  Please  send  me  literature 

on  BCS  Engineering  Computer 
Services. 

□  Have  your  representative 
call  and  schedule  a  brief 
but  productive  meeting. 

Name 

Organization 

Address 

City 


State 


Zip 


"telephone 
8FO  3 


OEING  COMPUTER  SERVICES 
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Report  from  GTE. 
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More  hgh 


The  whole  country's  over  an  energy  barrel, 
right? 

Not  completely. 

Take  lighting.  GTE  offers  more  ways  to 
save  lighting  energy  than  anyone  else. 

The  savings  can  begin  as  quickly  as 
changing  a  bulb. 

What  the  watts  are  worth... 

For  almost  every  lamp,  there's  a  Sylvania 
type  that  uses  less  energy. 

Replacing  a  400-watt  mercury  lamp  with  a 
360-watt  Sylvania  Unalux™  lamp,  you'll  get 
85%  more  light  while  you  save  40  watts. 

The  World  Trade  Center  replaced  just  a 
third  of  their  standard  fluorescent  lamps 
with  Sylvania  SuperSaver™  fluoreseents,  and 
saved  7  watts  per  socket. 

Maybe  this  doesn't  sound  like  much. 
But  it  mounts  up. 

In  fact,  the  World  Trade  Center  saved 
$240,000  the  first  year. 

Others  use  our  Thrift/  Mate™  fluorescent 
lamps  to  reduce  energy  consumption  as  much 
as  50%,  with  corresponding  reduction 
in  light  level. 


Saving  by  design. 

Designing  new  lighting  systems  can  lead  to 
even  greater  savings.  You  can  utilize  the  ex- 
traordinary efficiencies  of  such  lamps  as  our 
modern  high-intensity-discharge  types.  A 

For  example,  a  1000-watt  Sylvania  M 
Super  Metalarc  lamp  produces  almost  M 
twice  the  light  of  a  conventional  1000-  M 
watt  mercury  lamp.  Think  how  much  M 
less  an  installation  needing  only  half  m 
the  lights  would  cost.  Furthermore,  I 
the  Super  Metalarc™  light  is  very 
natural  looking,  so  it  can  be  used 
where  color  is  important,  as  in 
supermarkets  and  clothing  stores. 

We're  telecommunications, 
and  then  some. 

Leadership.  It's  the  position  we  like 
to  aim  for  wherever  we  do  business, 
whether  it's  for  the  27,000,000  people 
we  serve  as  the  phone  company  or 
the  many  millions  more  who  buy  .  - 

our  Sylvania  brand  flashbulbs  < 
or  TV  sets  or  electrical  Jf;  m\ 

equipment,  /  ^  7^? 

GTE  is  telecommuni 


cations.  And  a  great 
deal  more. 


Forbes 


situation  at  Chrysler  is  desperate  but  not  hopeless.  Lee  Iacocca 
v  have  precisely  the  kinds  of  cars  that  most  Americans  want. 


Chrysler— 
a  contrary  opinion 


:s  a  certain  amount  of  courage  to 
in  optimistic  scenario  for  Chrysler 
but  this  longtime  Detroit  reporter 
hat  a  good  case  can  be  made  for  the 
al,  perhaps  even  the  return  to  pros- 
of  what  is  still  one  of  the  world's 
t  automakers. 

t,  now  Forbes  Washington  bureau 
covered  the  auto  industry  nine 
or  the  Wall  Street  Journal,  six  for 
?w  York  Times  and  is  on  a  first- 
basis  with  most  of  the  industry's 
§  personalities. 

By  Jerry  Flint 

9  hat  leverages  down  also  le- 
verages up.  In  autos,  once  you 
are  past  the  break-even  point, 
Dfits  mount  fast.  Chrysler,  with  a 
eaks,  could  earn  as  much  as  $250 
n — nearly  $4  a  common  share — in 
irth  quarter  of  this  year.  By  1982,  if 
npany's  optimistic  projections  pan 
may  earn  as  much  as  $8  a  share, 
rly  everything,  of  course,  depends 
:  new  K-cars,  just  going  into  pro- 
n.  They  could  be  precisely  the 
ars.  They  will  deliver  an  average  of 
es  to  the  gallon  in  city  driving  and 
comfortable  as  the  traditional  De- 
lodel.  Unlike  the  new  U.S. -made 
npacts,  moreover,  the  Chrysler  Ks 
ive  little  foreign  competition.  The 
midsize,  midprice  cars — they  will 
the  $7,000-to-$9,000  range,  where 
lanese  have  been  spectacularly  un- 
sful.  General  Motors  has  already 
the  way  for  public  acceptance  of 
:e  and  price  with  its  X-body  cars; 
new,  high-mileage  line  for  1981  is 
:d  at  the  low  end  of  the  market, 
against  the  tough  Japanese  than 


Chrysler's  Ks  (named  the  Plymouth  Reli- 
ant and  the  Dodge  Aries). 

The  company's  break-even  point  is  1 
million  cars  a  year.  In  1981  Chrysler  will 
for  the  first  time  have  the  capacity  to 
build  1  million  four-cylinder,  front- wheel- 
drive  models.  If  they  can  sell  thema/l,  the 
company  should  be  able  to  show  a  good 
profit  for  the  year.  Front-wheel-drive  ca- 
pacity will  rise  to  1.3  million  in  the  1982 
model  year  and  1 .5  million  in  1983. 

While  Chrysler  will  be  soaked  in  red 
ink  for  the  full  year  1980— about  $1  bil- 
lion— it  is  almost  guaranteed  to  end  the 
year  on  a  highly  profitable  note.  The  big 
question  is  what  happens  once  the  novel- 
ty of  the  Ks  wears  off.  "Without  much 
help  from  the  economy  we  surely  are  on 


course  to  drop  from  those  horrendous 
quarterly  losses  which  you  see  in  the 
$450  million  range,  to  zero  or  better," 
says  Chairman  Lee  Iacocca. 

Chrysler  itself  projects  its  fourth- 
quarter  profits  at  $250  million.  That  de- 
pends on  selling  the  180,000  new  K-cars 
it  can  build,  which  it  probably  will  be 
able  to  do.  Indeed,  production  was  start- 
ed two  weeks  ahead  of  schedule  to  get  an 
extra  30,000  cars  to  sell  and  to  pump 
another  $60  million  profits  into  the  last 
three  months.  Selling  70,000  or  so  of  the 
smaller  Omni  and  Horizon  minicars  may 
be  harder,  and  Chrysler  still  makes  big 
cars  and  some  of  those  will  have  to  be 
sold,  too — about  300,000  vehicle  sales  in 
all  for  the  $250  million  in  profit. 


Chrysler's  new  K-car,  25  tnpg  in  the  cit\'  and  in  production 
"Our  onslaught  to  a  little  ahead  of  their  onslaught. 
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The  A  to  Z  schedule  for  high-mileage  cars 


Chrysler  and  Ford  hit  the  market  this  fall;  GM's  new  line  appears  in  the 
spring.  The  challenge  is  to  hold  off  the  Japanese  until  the  next  big  batch 
arrives,  complete  with  diesels  and  front-wheel  drive,  in  the  '83  model  year. 


Miles  per  gallon 
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Spring 
1981 


Cars  already  Fall 
in  production  1980 

a.  Chevy  Chevette  n. 

b.  Plymouth  Horizon,  Dodge  Omni  (F WD*)  o. 

c.  Rabbit  (FWD)  p. 

d.  X-body  cars  (FWD)  q. 

e.  Ford  Mustang  r. 

f.  Escort,  Mercury  Lynx  (FWD)  s. 

g.  K-cars,  Plymouth  Reliant,  Dodge  Aries  (FWD)  t 

h.  Down-sized  Granada,  Mercury  Cougar  u. 

i.  SX4  (four-wheel  drive)  v. 
j.  I-body  cars,  Chevy  and  Pontiac  (FWD)  w. 
k.  Sporty  cars,  EXP  and  LN7  (FWD)  x. 
1.  |-body  for  Buick,  Oldsmobile  and  Cadillac  (FWD)  y. 
m.  Luxury  K-body  for  Chrysler  and  Dodge  (FWD)  z. 


1982 


1984 


1983 

 Model  years  

Lighter  mid-size  models  (FWD) 
Lighter  Chevy  Camaro,  Pontiac  Firebird 
American-made  Honda  (FWD) 
Renault-type  small  car  (FWD) 
Mid-size  car  (the  stretched  Escort,  FWD) 
)etta-like  model  (FWD) 
Sports  car  (FWD) 

Mid-size  car  (stretched  K-body,  FWD),  diesels 
Down-sized  larger  cars,  B-  and  C-bodies  (FWD),  diesels 
The  electric  car 
Mini  car  (FWD) 

Luxury  sporty  models,  Eldorado,  Monte  Carlo  (FWD) 
Major  down-sizing  of  large  cars 


Front-wheel  drive 


Even  if  the  sales  and  profits  don't 
reach  the  projection,  the  figures  could  be 
impressive.  Some  75,000  preintroduc- 
tion  orders  for  the  K-cars,  largely  from 
commercial  fleet  buyers,  have  been  writ- 
ten. There's  a  new  luxury  Imperial  due 
this  fall,  too,  and  if  that  seems  like  the 
wrong  car  at  the  wrong  time,  Iacocca 
says  he  need  sell  only  25,000  to  net  $125 
million  for  the  year. 

After  1980,  Chrysler's  aftertax  profit 
(millions)  projections  look  like  this: 
1981     1982  1983 
$247     $575  $284 

Treasury  analysts,  more  conservative, 
make  these  estimates  (also  in  millions): 
1981     1982  1983 
$136     $556  $44 

Why  the  sharp  drops  in  the  1983 
projections?  They  assume  that  there 
will  be  a  seasonal  slump  sometime,  and 
1983  was  the  arbitrary  pick.  The  gov- 
ernment also  has  another  set  of  projec- 
tions figuring  on  additional  financing 
charges,  dropping  the*  profits  about  $50 
million  in  each  of  the  next  two  years, 


but  still  leaving  Chrysler  in  the  black. 

Carefully  hedging,  the  latest  govern- 
ment report  justifying  the  $1.5  billion  in 
loan  guarantees  says: 

"Although  the  determination  has  be- 
come increasingly  closer,  the  analysis 
continues  to  demonstrate  a  reasonable 
prospect  for  the  ability  of  Chrysler  to 
continue  operations  as  a  going  concern 
•  in  the  automobile  business." 

There  are  some  other  favorable  factors: 

•  The  St.  Louis  car  plant  will  be  con- 
verted to  fuel-efficient-car  production  for 
fall  1981,  a  year  ahead  of  schedule,  which 
should  help  sales  whatever  the  economic 
conditions. 

•  The  purchase  of  diesel  engines  from 
French  Peugeot,  to  arrive  for  the  1983 
cars,  will  move  Chrysler  models  to  the 
peaks  of  high  mileage,  which  again 
should  rub  off  on  sales,  as  the  40-mpg 
Volkswagen  diesel  probably  lifted  all  VW 
sales  by  boosting  showroom  traffic. 

While  gambling  heavily  on  the  K-cars, 
Chrysler  is  not  simply  going  to  throw 
this  one  punch  and  then  relax.  In  the  fall 


of  1 98 1  there  will  be  luxury  models  ol 
K-cars  under  the  Chrysler  and  D< 
nameplates.  But  in  fall  1982  there  wi.  m 
a  new  full-size  car,  a  stretched  versiu 
today's  K  models  delivering  25  mpi 
the  city  and  more  with  diesels.  Tj 
will  be  a  new  sports-type  car  lool 
much  like  the  latest  Porsche  but  sell 
for  about  $8,500  (in  today's  dollars)  v 
volume  projected  at  200,000  to  250,0 
year.  "A  lot  has  been  said  about  Gen 
Motors'  onslaught  of  products  com 
We  have  an  onslaught  as  well,  anc 
many  cases  our  onslaught  is  a  little  ah 
of  their  onslaught,"  says  Harold  Sperl 
executive  vice  president.  "We're 
looking  for  pie  in  the  sky;  11%  to  12 
the  [domestic-make |  market  are  the  11 
of  numbers  we're  planning  on,"  he  a| 
"All  front-wheel  drive  will  give  us  a  r 
sive  reduction  in  plant  complexity,  s« 
30%,  which  is  critical  in  terms  of 
profitability,  to  get  complexity  out  of 
plants.  Our  variable  margins,  the  di 
ence  between  revenue  and  variable  cc 
will  improve  by  some  $600  a  unit  « 
the  next  four  years." 

One  problem  Chrysler  hasn't  been . 
to  lick  is  the  avalanche  of  bad  public 
A  typical  week  for  Chrysler  Corp.  i 
goes  something  like  this:  On  Mori 
unnamed  Treasury  Department  offic 
will  leak  out  that  the  automaker's  th 
quarter  loss  will  be  greater  than  fore 
six  months  ago.  On  Tuesday  there 
report  Chrysler  will  lay  off  1,000  wr 
collar  workers.  Wednesday  an  ana 
will  say  that  the  company  can't  survii 
the  Japanese  capture  most  of  the  U.S* 
market.  Thursday  will  be  the  rumor 
the  financial  subsidiary  is  about  tiw 
sold  to  raise  money.  On  Friday  ChryB\ 
will  announce  that  the  advance  op 
for  its  new  fuel-stingy  K-cars  are  gi 
ing.  There's  the  problem:  The  good  n| 
won't  make  TV,  and  on  the  week 
dealers  will  be  telephoning  Lee  lace 
complaining  that  the  bad  publicity 
scaring  away  customers.  Chrysler 
losing  100  dealers  a  month  in  the  spr 
the  attrition  is  down  to  about  5 
month  now  but  the  dealer  total  is  atj 
4,000,  from  4,400  at  the  year's  start. 

"If  only  we  could  get  off  the  front  p; 
about  going  bankrupt,"  moans  Iacoi 
The  sales  of  Chrysler's  little  Omni 
Horizon  four-cylinder  cars,  just  the  1 
Americans  are  buying  today,  sag  ui 
the  publicity.  "Anything  upbeat  i 
published,"  Iacocca  complains. 

That's  an  old  complaint  about 
press.  There's  a  measure  of  truth  ir 
We  always  love  bad  news  best.  But 
Iacocca,  in  protesting  the  one-si 
news,  may  give  the  self-defeating 
pression  of  a  man  who  just  keeps  prot 
ing  too  much. 

Chrysler  is  betting  that  most  Am 
cans  will  opt  for  as  big  a  car  as  is  a 
patible  with  a  measure  of  fuel  econo 
Bad  press  or  not,  might  it  not  be  right  ,  io 
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lines  badly  need  more  fuel-efficient 
nes;  the  U.S.  seems  ready  to  rearm.  Think 
the  new  jet  engines  all  this  will  require, 
o's  going  to  grab  the  market? 


Jet  wars 


r  Whitney's JT9D  aircraft  engine 

ominant  big  commercial  jet-engine  maker  now  is  in  a  real  dogfight. 


By  Howard  Rudnitsky 
with  Gerald  Odening 

When  McDonnell  Douglas 
Corp.'s  quarterly  board  meeting 
concluded  July  25  without  a  de- 
finitive decision  on  its  long-discussed 
plans  to  build  a  new  airliner  (Forbes, July 
7),  Wall  Street  analysts  weren't  the  only 
ones  with  that  letdown  feeling.  For  Unit- 
ed Technologies  Corp.,  the  $14  billion 
(revenues)  industrial  conglomerate,  it 
meant  a  few  more  months  of  cliff-hang- 
ing suspense. 

The  reason:  If  McDonnell  Douglas 
eventually  goes  ahead  with  its  AdvaiN 
Technology  Medium-Range  transpc 
1990s  airliner  that  would  compete  ith 
the  Boeing  757,  it  could  be  the  last  big 
chance  UT  may  have  in  this  decade  to 
hold  on  to  its  dominance  of  big  commer- 
cial airliner  engines.  The  ATMR  could 
provide  an  initial  market  of  $3  billion. 
And  UT's  Pratt  &  Whitney,  because  of 
its  JT10D  engine  now  under  develop- 
ment, could  bag  the  lion's  share. 

The  big  commercial  aircraft-engine 
market,  which  could  amount  to  $25  bil- 
lion in  the  1980s,  used  to  be  one  of  those 
comfortable  hegemonies  enjoyed  by  a 
single  U.S.  company.  In  this  case,  the 
company  was  Pratt  &.  Whitney,  which 
furnished  engines  for  the  Boeing  707  and 
727  and  the  Douglas  DC-8  and  DC-9,  and 
thus,  ten  years  or  so  ago,  for  80%  of  the 
world's  jet  airliners. 

No  more.  Out  of  nowhere,  General 
Electric  has  turned  the  big-jet-engine 
business  into  a  donnybrook.  The  next 
few  years  may  determine  whether  Pratt 
&  Whitney  can  protect  its  dominance  of 
a  business  that  last  year  alone,  according 
to  Paine  Webber  Mitchell  Hutchins  ana- 
lyst Robert  T.  Cornell,  accounted  for 
around  20%  of  its  parent's  $695  million 
in  operating  profits.  With  military  and 
small  engines  added,  the  jet  business  ac- 
counts for  about  45%  of  those  profits. 
Much  larger  GE  has  much  less  at  stake 
proportionately — under  9%  of  its  $2.1 
million  1979  operating  profits  came  from 
jet  engines.  For  the  third  member  of  the 
Big  Three  in  jet  engines,  just  about  ev- 
erything is  at  stake,-  Britain's  govern- 
ment has  had  to  ante  up  $400  million  in 
aid  for  Rolls  this  year  alone. 

How  did  it  happen?  In  the  early  1970s, 
GE  was  virtually  no  factor  in  the  big-jet 
market.  Its  ill-fated  Convair  880/990  pro- 
gram (with  General  Dynamics)  in  the 
Sixties  probably  cost  GE  over  $150  mil- 
lion. But  by  the  1970s  P&.W  was  having 
problems,  too:  Boeing  kept  increasing 
the  design  weight  of  its  new  747  until  it 
exceeded  the  original  thrust  require- 
ments of  P&W's  JT9D  engine.  GE  and 
Rolls  both  had  fuel-efficient  engines 
available  for  the  overseas  747  market, 
where  airlines  couldn't  afford  to  wait  for 
an  improved  JT9D. 

Eventually,  most  U.S.  airlines  wound 
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Move  over,  you  two 


General  aviation  used  to  be  the  poor 
relation  of  the  aircraft  industry,  but  as 
the  deregulated  major  airlines  drop 
cities  as  sizable  as  Bakersfield,  Calif, 
and  Newport  News,  Va.(  the  commut- 
er airline  industry  is  growing  10%  to 
13%  a  year.  Business  jets,  more  neces- 
sity than  perk  these  days,  will  double 
in  number  to  6,000  by  1990. 

At  about  $3  billion  to  $4  billion  this 
year,  the  commuter  and  corporate  en- 
gine market  will  probably  triple  dur- 
ing the  same  period.  With  a  50% -to- 
60%  share,  United  Technologies' 
Pratt  &  Whitney  of  Canada  domi- 
nates— the  way  P&W  used  to  domi- 
nate big  jets.  Garrett  AiResearch,  a 
subsidiary  of  Signal  Cos.,  is  second. 
General  Electric  is  third — for  now. 

The  biggest  part  of  this  market  is 
turboprops — propeller  engines  driven 
by  gas  turbines.  P&W-Canada  holds 
the  largest  share  of  the  world  turbo- 


prop market,  which  Aviation  Data 
Service  Inc.  estimates  at  13,000  air- 
plane engines.  Less  than  half  are  Gar- 
rett's; GE  is  hardly  in  the  market.  But, 
cashing  in  on  its  military  technology, 
GE  is  now  developing  a  commercial 
version  of  its  successful  T700,  used  in 
military  helicopters.  In  turbofans,  the 
small  pure-jet  engines  that  power  top- 
of-the-line  corporate  planes  like  Lear- 
jets,  GE  now  has  an  8,600-pound 
thrust  class  CF34  (used  on  Challenger 
aircraft)  that  will  compete  with  Gar- 
rett's successful  TFE  731.  Turbofans 
are  a  $500  million  market  that  GE 
virtually  abandoned  in  the  early  Sev- 
enties when  it  decided  not  to  update 
the  type  of  GE  engines  used  in  the 
original  Learjet.  Says  Mai  Craig,  direc- 
tor of  propulsion  programs  for  Gar- 
rett: "For  the  last  ten  years,  GE  has 
played  dead.  In  the  next  ten,  they 
won't.' ' — Gerald  Odening 


up  with  modified  JT9Ds  on  their  747s. 
By  that  time,  though,  Douglas  had  decid- 
ed to  go  with  GE's  CF6  engine  on  the 
DC- 10,  which  a  busy  P&W  chose  to  ig- 
nore. Later  Rolls-Royce  got  its  RB  21 1  on 
the  Lockheed  L-1011  TriStar.  And,  as  a 
result  of  a  temporary  technological  lead, 
GE  developed  a  version  of  the  CF6  that 
now  powers  the  European-developed  Air- 
bus A-300.  Though  P&W  has  orders  on 
the  follow-up  A-310  Airbus,  the  damage 
has  been  done. 

In  the  process,  GE  was  building  up  its 
capabilities.  Says  security  analyst  Cor- 
nell: "In  commercial  engine  technology, 
GE  has  now  reached  parity  with  Pratt  & 
Whitney."  This  neck-and-neck  competi- 
tion has  resulted  in  a  close  fight  for  ini- 
tial orders  for  engines  on  the  Boeing  767 
medium-range  jet,  potentially  a  $4  bil- 
lion market.  It  appears  to  be  a  GE-P&W 
standoff  so  far,  with  each  side  accusing 
the  other  of  buying  market  share  at  a  loss 
and  of  giving  away  generous  tooling  and 
warranty  concessions. 

UT  is  making  strenuous  efforts  to  pre- 
serve its  big  lead.  In  the  mid-Seventies, 
Chairman  Harry  Gray  plunged  P&W  into 
the  development  of  an  all-new,  state-of- 
the-art  jet  engine,  the  JT10D.  It  is  aimed 
at  both  the  long-  and  medium-range  mar- 
ket— planes  like  the  Boeing  757  or  Mc- 
Donnell Douglas  ATMR.  Cost?  About  $1 
billion  to  develop  and  bring  on  volume 
production. 

It  takes  about  a  decade  now  from  con- 
ception to  full-scale  production  on  a  ma- 
jor new  engine.  Since  the  JT10D  may  not 
be  certified  by  the  FAA  until  early  1984, 
GE  and  Rolls-Royce,  even  with  their  less 
fuel-efficient  engines,  may  well  get  first 
cracks  at  the  Boeing  757. 


P&W  will  still  have  to  develop  custom- 
ized versions  of  the  JT10D  because,  while 
it  was  designed  for  a  general  market,  it 
was  not  designed  for  a  specific  plane. 
"That's  the  way  it's  done  in  the  commer- 
cial engine  business,"  says  one  engine 
executive.  That's  why  it's  so  risky. 

Traditionally,  the  lucrative  existing 
spare-parts  business  has  helped  offset  the 


GE-European  CFM-56  engine 
A  piece  of  the  action,  too. 


costly  R&D  for  new  jet  engines.  Analyst 
John  Simon  of  Los  Angeles'  Crowell, 
Weedon  estimates  that  UT's  spare-parts 
business  may  have  accounted  for  most  or 
even  all  of  its  large-jet  engine  operating 
profits  in  1979.  The  large-engine  busi- 
ness is  like  the  razor  and  the  blade,  ac- 
cording to  Simon:  "You  make  most  of 
your  money  on  the  blades."  In  fact,  oper- 
ating margins  on  commercial  spare  parts 
have  been  estimated  to  run  as  high  as 
30%  to  35%. 

But  now,  in  the  heat  of  competition, 
commercial  customers  are  trying  to 
whiplash  the  jet-engine  companies  the 
way  Detroit  squeezes  its  auto-parts  sup- 


pliers. Says  William  Rodenbaugh,  (I 
aircraft  group  strategic  planner:  "TcB 
the  airlines  want  a  package,  with  pRl 
caps  on  spare  parts."  Too,  Rodenba  ; 
says,  improved  technology  has  brou  [/;( 
about  engines  that  last  longer  and  reqj 
less  costly  overhauls.  The  result:  a  c 
ing  squeeze  on  spare-parts  margins. 

What  about  Rolls-Royce?  Can  it  1 
the  heat  of  this  fierce  struggle?  To 
vive,  Rolls-Royce  will  need  contin 
support  from  the  British  governm 
but  it  will  have  to  step  up  its  foreign  j< 
venture  deals  as  well.  In  one  such  d 
Rolls  is  joining  with  three  large  Japai 
firms  to  develop  the  jets  for  a  130- 
twin-engine  passenger  plane,  the  kin 
smaller-plane  market  anticipated  by 
1990s.  The  expected  cost:  $650  mil 
just  to  gain  certification,  about  a  foi 
of  it  from  the  Japanese  government. 

In  the  early  Seventies  GE  and  Fran 
SNECMA  joint  venture  produced 
CFM-56  engine.  More  recently,  Pd 
the  Germans  and  Italians  began  deve 
ing  an  engine  for  the  ATMR  and  757 
foreigners  won't  only  be  satisfied  v 
their  own  markets;  with  govemir  - 
help  they  will  go  after  exports. 

If  all  this  were  not  enough,  GE  is  st 
ing  to  challenge  P&W  in  the  mihi 
market  as  well.  Here,  too,  P&W  has  a  H 
at  stake.  Take  its  advanced  F-100  eng:  e 
used  on  all  FT  5s  and  F-16s.  The  F- 
has  had  some  highly  publicized  pi 
lems — stalling,  blade  cracking,  and  u 
perature  and  pressure  anomalies.  Pi  t}c 
has  remedied  most  of  the  problems, 
they  were  of  considerable  concern;  th 
100  is  important  to  UT's  profitabil  : 
Partly  because  of  it,  UT's  governm 
products  division  is  currently  boomi 
next  year  its  pretax  operating  earni  • 
could  climb  over  $200  million,  while 
somewhat  larger  commercial  prodi. 
division's  earnings  will  be  below  19"  ;  ~ 
$145  million  because  of  heavy  JT1 
development  costs. 

Beyond  current  military  programs 
is  looking  for  future  markets — engi  - 
for  planes  like  the  F- 18  and  other  r 
overseas  fighters,  or  for  a  new  bom 
that  could  be  up  for  grabs  from  the  rr  - 
1980s  on.  The  market  potential  for  th 
new  programs  over  ten  years  could 
over  $6  billion. 

To  crack  UT's  military  hammerli 
will  be  extremely  tough.  The  only 
vanced  engine  program  that  GE  has 
far  -is  on  the  Navy's  Hornet  fighter.  1 
GE  won't  give  up  easily.  Engines  are  c  . 
of  the  three  areas  it  has  decided  to  pi 
over  the  next  decade  (the  others:  natu 
resources  and  engineered  plastics).  c_ 
along  with  big  engines,  it  is  also  mov 
ahead  in  small-aircraft  engines  (see  be  :■ 
and  is  already  a  major  force  in  milit. 
helicopter  engines.  Prospective  rearr 
ment  justifies  the  effort  and  expen 
Just  as  in  commercial  markets,  i 
stakes  are  enormous.  ■ 
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'he  post-Shah  world,  Iraq  has  replaced  Iran  as  the  second-biggest 
EC  oil  producer  But  when  its  ruler  dreams  of  becoming  the  leader 
he  Arab  world,  he  is  suffering  from  delusions  of  grandeur 

Iraq: 
The  oil, 
c'estmoi 


ajddam      Hussein  al- 
Takriti  is  like  Baghdad's 
summer  heat:  omnipresent 
ippressive.  No  matter  where 


a  hotel  lobby,  government  office  or 
rug-seller's  stall  in  porticoed  Ra- 
treet's  old  souq,  there  is  no  escap- 
e  poster-size  photographs  of  Iraq's 

— only  recently  proclaimed  presi- 
but  its  longtime  strongman.  Sad- 
iussein  with  his  medals  looking 

Saddam  Hussein  in  his  blue  suit 
g  businesslike;  Saddam  Hussein 
1  in  a  red  kafftya,  holding  an  Arab 
i  his  lap,  looking  like  The  Great 
:ather. 

;et  most  of  what  you've  read  lately 
Iraq's  new  "moderation,"  its  "tilt- 
ward  the  West,"  as Newsweek's  Eu- 
i  edition  recently  put  it.  The  real 
n  Hussein  is  the  one  in  the  first 
e:  tough.  His  fantasy  is  contained 

third  poster.  Saddam  Hus- 
-Takriti's  ambition  is  to  be- 
The  Great  Arab  Father.  He 

to  be  for  the  1980s  and 
what  Gamal  Abdel  Nasser 
r  the  1950s  and  1960s:  the 
inent  Pan-Arabist,  the  lead- 
n  as-yet-unborn  third  force 
;  Soviets  and  Americans  to 
f  his  turf. 

Americans  who  are  wonder- 
lether  to  trade  in  their  old 
ters  for  smaller  cars,  puz- 
over  the  options  for  investment, 
:ss  and  public  policy  for  the  second 
:  of  the  energy  crisis,  Hussein  is  a 
o  reckon  with.  A  man  to  worry 

He  is  no  friend  of  the  West.  But 
[ran  in  collapse  his  country  has 
e,  after  Saudi  Arabia,  OPEC's  sec- 
rgest  oil  producer.  Hussein,  if  he 
aid  on  to  power  and  realize  his 
ion,  has  the  key  to  your  gas  tank, 
re  1973,  with  $3-a-barrel  oil,  Iraq 
ttle  more  than  a  poverty-stricken, 
ce-prone  footnote  to  Middle  East- 
airs.  While  clumsily  nationalizing 

industry  in  the  1960s  and  early 


By  Lawrence  Minard 


and 
you 


1970s,  successive 
Iraqi  governments  al- 
lowed the  Iraqi  Petroleum  Co.  to  produce 
only  from  known  fields  without  bringing 
new  fields  into  production.  In  1968  when 
Saddam  Hussein's  Arab  Baath  Socialist 
Party  grabbed  power,  Iraq  produced  just 
1.5  million  barrels  of  crude  daily,  less 
than  5%  of  OPEC's  total. 

But  today,  Iraq  is  an  oil  superpower.  Its 
average  daily  production  last  year  was 
over  3.4  million  barrels — some  11%  of 
the  OPEC  total — well  ahead  of  countries 
like  Kuwait  and  Nigeria  (see  chart,  p.  40), 
and  50%  more  than  Iraq  needs  to  finance 
its  ambitious  development  plans.  French 
oil  officials  say  Iraq  could  double  its  4- 
million-barrels-a-day  production  capac- 
ity by  1990.  Iraq's  oil  revenues  last  year 
were  around  $23  billion,  up  from  $5.7 
billion  in  1974.  Even  without  price  or 
production  rises  this  year,  1980  oil  rev- 
enues should  easily 
exceed  $30  billion — 
$2,400  for  each  Iraqi. 

Reserves?  Official- 
ly they  stand  at  40 
billion  barrels, 
enough  for  30  years 
at  current  production 
levels.  But  most  ana- 
lysts believe  the 
country's  recoverable 
reserves  are  well  over 
100  billion  barrels.  If 
power  grows  from  oil  wells,  Iraq  is  a 
potential  world  power.  Sitting  in  his 
heavily  guarded  Baghdad  palace,  Hussein 
dreams  of  flexing  that  power. 

Give  this  to  Hussein:  In  economic 
textbook  terms,  he  is  investing  Iraq's  oil 
wealth  about  as  efficiently  as  can  be 
hoped  for  in  a  country  that  combines  an 
insufficiently  educated  Muslim  popula- 
tion with  the  inherent  inefficiencies  of 
highly  centralized  party  planning.  As  in 
most  oil  states,  Iraq's  idea  is  to  channel 
the  crude  oil  wealth  into  the  creation  of 
refineries,  steel  mills,  agriculture,  ce- 
ment factories,  as  well  as  sundry  infra- 


structural  programs — schools,  hospitals, 
roads  and  the  like.  Instant  industrializa- 
tion. Over  the  last  five  years,  Iraq  has 
spent  around  $40  billion  on  it.  For  1980 
alone  the  development  budget  has  been 
allocated  $17.8  billion,  though  Iraq's 
huge  foreign  exchange  holdings — prob- 
ably over  $30  billion — suggest  not  all  the 
allocation  will  be  spent. 

Iraq  refuses  to  have  diplomatic  rela- 
tions with  the  U.S.;  Hussein  is  a  hardline 
member  of  the  so-called  Rejectionist 
Front,  which  wants  to  destroy  Israel.  Yet 
despite  Iraq's  fiercely  anti-American 
rhetoric  (and  U.S. -imposed  obstacles  to 
trade  with  Iraq),  American  businessmen 
are  picking  up  fair  chunks  of  that  devel- 
opment spending.  No  matter  where  you 
look  you  see  American  exports:  Boeing 
jets  for  Iraqi  Airways  (a  $60  million  order 
for  three  more  727s  is  bogged  down  in 
U.S.  Senate  hearings),  shiny  brown 
Chevrolets  for  Baghdad's  police  force,  a 
huge  new  Sheraton  rising  on  the  banks  of 
the  Tigris,  Bloomfield,  N.J. -based  Lum 
mus  Co.'s  $1.1  billion  contract  (with 
Germany's  Thyssen)  for  a  140,000-ton- 
capacity  petrochemical  complex  near 
Basrah  in  the  south.  Direct  U.S.  exports 
to  Iraq  came  to  $442  million  last  year, 
double  the  level  in  1977.  But  for  Hussein, 
money  and  politics  go  together.  Consis- 
tent with  the  strategy  of  driving  a  wedge 
between  Western  Europe  and  the  U.S., 
Hussein  gives  the  lion's  share  of  export 
orders  to  the  countries  that  take  his  oil: 
$950  million  for  France  last  year,  $1.1 
billion  for  Italy. 

So  Americans  should  not  conclude 
that  Hussein  is  becoming  more  pro- 
Western.  "This  [increasing  western  im- 
ports] does  not  mean  we  are  'tilting 
toward  the  West'  as  you  put  it,"  says  Dr. 
Assam  al-Chalabie,  a  top  man  in  Iraq's 
oil  ministry.  "It  only  means  we  will  go 
wherever  we  must  to  get  the  best  equip- 
ment we  can.  America,  Europe,  Russia, 
wherever.  We  are  not  afraid  to  do  busi- 
ness with  anyone." 

Hussein  must  develop  quickly.  He  sits 
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on  a  time  bomb.  Iraq's  population — cur- 
rently 12.5  million,  not  counting  perhaps 
1  million  imported  workers,  mostly 
Egyptians — is  growing  at  the  vertiginous 
rate  of  about  3.5%  a  year.  Nearly  50%  of 
those  12.5  million  Iraqis  are  under  the 
age  of  15.  Without  new  jobs  the  country 
would  quickly  disintegrate  into  chaos. 

Unlike  Iran's  explosive  growth  under 
the  late  Shah,  Iraq's  growth  is  carefully 
regulated.  "We  take  a  completely  differ- 
ent view  [from  the  Shah],"  says  Univer- 
sity of  North  Carolina-educated  Hikmit 
al-Hadithi,  a  power  in  Iraq's  Ministry  of 
Planning.  "Basically,  we  watch  the  de- 
velopment of  per  capita  income  in  the 
country.  We  upgrade  the  lower  people 
and  keep  an  eye  on  the  rich;  the  rich  are 
not  free  to  move  that  much.  So  the  gap  is 
narrowing."  He  means  the  gap  between 
rich  and  poor,  not  Iraq  and  the  West. 


Saddam  Hussein  addressing  Kurds 

it  will  take  more  than  words  and  money. 

While  there  is  a  great  deal  of  propagan- 
da in  such  claims,  there  is  also  a  measure 
of  truth.  A  German  farm  equipment 
salesman  who  has  been  calling  on  the 
Middle  East  for  a  decade  describes  Iraq's 
development  this  way: 

"In  Saudi  Arabia  and  the  Gulf,  every- 
thing is  done  by  the  Americans,  with  the 
bedouin  standing  by  watching  with  their 
hands  out  for  baksheesh .  Iraq  has  worked 
hard  to  come  out  of  its  poverty  on  its 
own,  and  has  developed  its  own  manage- 
rial class.  If  the  West  were  not  available 
to  them,  things  would  get  bad  for  a 
while.  But  it  would  not  collapse  as  it 
would  in  Saudi  or  the  Gulf." 

The  German  salesman  says  at  least  15 
Iraqi  officials  have  been  executed  this 
year  for  corruption.  But  again:  Don't  be 
misled.  Iraq's  development  plans  are  fa- 
tally flawed.  The  Shah  fell  before  the 


forces  stirred  up  by  his  over-fast  and 
poorly  thought-out  development  plans. 
Hussein,  by  contrast,  will  likely  fall  be- 
fore the  forces  he  is  trying  to  keep  pent 
up.  Under  the  Shah,  the  gap  widened 
between  rich  and  poor.  Under  Hussein 
the  gap  has  widened  between  those  in 
power  and  out.  The  officials  executed  for 
"corruption"?  In  Third  World  rhetoric, 
"corruption"  as  often  as  not  is  a  euphe- 
mism for  political  deviation. 

The  situation  is  simply  this:  President 
Saddam  Hussein  has  emerged  as  one  of 
the  most  brutally  repressive  rulers  in 
recent  history.  Amnesty  International 
has  a  list,  by  no  means  exhaustive,  of  257 
reported  executions  during  1978  and 
1979.  For  just  six  weeks  this  spring,  the 
group  added  over  100  more  names  to  the 
roster.  That  is  on  a  par  with  the  number 
of  executions  this  year  by  Ayatollah  Kho- 
meini's "revolutionary"  courts. 

"The  problem  with  talking  about 
the  economic  future  of  Iraq  is  that 
you  must  always  make  a  political 
assumption  about  the  country," 
says  economics  Professor  Edith 
Penrose  of  France's  Institut  Euro- 
pean d'Administration  des  Af- 
faires, one  of  Europe's  ranking  Iraq 
scholars.  "Hussein  is  so  repressive 
that  I  doubt  he  will  be  around 
very  long,  certainly  not  ten 
years." 

For  at  least  three  years 
now,  Saddam  Hussein  has 
been  steadily  narrowing  his 
political  base.  First  to  go  was 
the  strongly  pro-Moscow 
Iraqi  Communist  Party.  In 
March  1978  the  Iraqi  Com- 
munist Party  criticized  the 
Baathists'  increasing  trade 
relations  with  the  West.  A 
month  later,  Hussein's  "rev- 
olutionary courts"  ordered 
the  execution  of  21  top  ICP 
members,  allegedly  for  orga- 
nizing  illegal  Communist 

  cells  within  the  army. 

Next  in  line  for  purge  was  Hus- 
sein's own  Baath  Party.  On  July  16, 
1979,  General  Ahmad  Hasan  al- 
Bakr,  65,  stepped  (or  was  pushed) 
down  from  the  Baath  Party  presi- 
dency. According  to  the  most 
widely  believed  reports,  several  rel- 
atively moderate  Baathist  leaders 
were  unwilling  to  transfer  the 
presidency  to  Hussein  without  an 
election.  So  Hussein  declared  a  "conspir- 
acy" against  the  party  and  revolution, 
and  on  Aug.  8,  1979  brought  together 
several  hundred  Baath  Party  officials  to 
watch  and  help  in  the  firing-squad  execu- 
tion of  15  top  party  leaders.  Another  6 
were  reported  killed  elsewhere.  Saddam 
Hussein  is  one  of  the  few  rulers  today 
who  hold  power  with  methods  reminis- 
cent of  Chicago's  gangland  in  the  1920s. 
Among  the  dead:  Adnan  Husain  al- 


Hamdani,  the  former  minister  of  j 
ning  appointed  just  weeks  earlier  tj| 
the  party's  number  two  man;  Muhl 
mad  Mahjoub  Mahdi,  Minister  of  Edl 
tion;  and  Muhammad  Aish  Hamal 
former  industry  minister. 

Then  there  are  the  families  of  the  I 
demned.  "What  Hussein  does,"  sail 
prominent  Iraqi  who  now  lives  ouH 
the  country  but  requests  anonymit 
protect  his  family  still  inside  the  ci 
try,  "is  to  'investigate'  families  'toil 
fourth  degree,'  "  meaning  the  gov 
ment  persecutes  a  family  out  to 
fourth  cousin.  "Not  even  the  Nazis  v 
that  far.  .  .  .  Believe  me,  no  Iraqi 
imagine  a  worse  leader  than  Huss 
except  for  Idi  Amin."  These  poli 
demonstrate  the  degree  to  which  I 
sein  has  been  narrowing  his  polit 
base  of  support.  He  enjoys  no  legitimi 
the  way  Nasser  did.  Hussein's  baa 
now  so  narrow  that,  says  one  well-i 
nected  Iraqi,  four  men  now  rule  the  cc 
try:  Saddam  Hussein  al-Takriti;  I 
sein's  half-brother,  Barzan  Ibrahim 
Takriti,  chief  of  internal  intelligence; 
first  cousin  and  brother-in-law,  Ad 
Khairallah  Talsah,  minister  of  defe: 
and  his  half-brother,  Sabawi  Ibrahirr 
Takriti,  believed  to  be  head  of  the  Bs 


Kurdish  itisurrectionists 
A  separate  tongue,  a  separate  nation! 


Party's  militia. 

What  you  have,  then,  is  old-fashioi 
Iraqi  tribalism  masquerading  as  "A| 
socialism,"  repressive  social  conl 
passing  for  "social  stability."  Nor  is 
likely  that  Hussein  can  ease  up  on 
reign  of  terror.  Revenge  is  still  a  powei 
motivating  force  in  Iraqi  social  life. 
Hussein  to  ease  up  would  be  to  exp 
himself.  He  is  trapped  in  a  repress! 
web  of  his  own  making. 
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ported  chiefly  by  his  relatives  and 
vn  smoking  gun,  Saddam  Hussein 
;riti  has  two  key  disgruntled  groups 
ntend  with:  the  Shiite  Muslims, 
iccount  for  around  55%  of  Iraq's 
ation,  and  the  separatist  Kurds, 
iccount  for  about  15%;  the  Kurds 
tride  much  of  the  oil.  Both  these 
s  move  to  the  rhythm  of  events 
;  place  not  only  within  but  also 
ut  Iraq's  borders.  With  instability 
ng  across  Iraq's  borders  with  Iran, 
y  and  Syria,  Saddam  Hussein's 
hand  is  now  falling  on  Iraq's 
s  and  Kurds  as  well  as  the  Commu- 
ind  Baathists. 
Kurds'  quest  for  autonomy  in 

rugged,  oil-rich  north  has  been 
ad's  recurring  nightmare.  Under 
:e  Mulla  Mustafa  Barzani,  the  Kurd- 
smocratic  Party  nearly  won  Iraq's 
ivil  war  (1974  to  1975);  Barzani's 
,  the  pesh  mergas  (literally,  death 
>),  collapsed  only  in  1975,  when  the 
of  Iran  agreed  to  cease  aiding  the 
.  Three  years  later,  a  grateful  Hus- 
bliged  a  nervous  Shah  when  the 

asked  that  Ayatollah  Khomeini, 
n  obscure  exile  in  Iraq,  be  expelled, 
irony! 

:e  the  Kurdish  rebellion  collapsed, 


Hussein  revealed  his  iron  fist.  He  quickly 
moved  tens  of  thousands  of  Kurds  to  the 
south,  cleared  a  five-mile-wide  buffer 
zone  along  most  of  the  Iranian  border, 
and  began  massive  industrial  develop- 
ments around  the  Kurdish  towns  of  Mo- 
sul and  Erbil  in  an  attempt  to  buy  the 
Kurds'  affections.  Projects  worth  nearly 
$400  million  were  completed  in  the  re- 
gion last  year,  and  this  year  its  invest- 
ment allocation  is  $1.1  billion.  Hussein 
recently  allowed  the  relocated  Kurds  to 
return  to  the  north — but  only  to  prese- 
lected villages  where  they  could  be 
watched.  Today  Iraqi  Kurdistan  is  crawl- 
ing with  Iraqi  army  troops  who  enforce  a 
de  facto  7:30  evening  curfew.  Iraqi  and 
western  diplomatic  sources  believe  that 
unless  Khomeini  can  repress  Iran's 
Kurds,  serious  fighting  between  Baghdad 
and  the  Iraqi  Kurds  could  well  start  in  the 
autumn. 

Aren't  Iraq's  Kurds  satisfied  with  their 
higher  standard  of  living  and  the  consid- 
erable autonomy  Saddam  Hussein  has 
promised  them?  Replies  one  western 
diplomat:  "The  way  the  Kurds  see  it, 
autonomy  means  they  can't  live  where 
they  want  and  they  have  an  Iraqi  occupa- 
tional army  pushed  down  their  throats. 
So  where  has  autonomy  gotten  them?" 

Surrounded  by  chaos 


There  is  a  second  Khomeini-related 
problem  on  Hussein's  mind.  Iran's  Mus- 
lims are  mostly  Shiites.  So  is  55%  of 
Iraq's  population,  though  Saddam  Hus- 
sein and  most  leading  members  of  his 
Baath  Party  are  Sunni  (literally,  tradi- 
tional). Will  the  Iraqi-regime-hating  Kho- 
meini incite  Iraq's  Shiites  to  join  his 
"Islamic  revolution"?  The  fear  is  prob- 
ably exaggerated.  Iran's  Shiites  are  a 
much  larger  portion  of  the  population 
than  Iraq's.  Nonetheless,  Hussein  is 
afraid  and  has  been  repressing  Iraq's 
Shiites  mercilessly. 

Item:  Last  March,  as  a  new  wave  of 
political  unrest  swept  Iraq,  Hussein's 
forces  rounded  up  some  30,000  Shiite 
men,  many  of  them  second-  and  third- 
generation  Iraqi  Shiites,  and  expelled 
them  to  Iran.  Homes  and  property  were 
seized.  The  women  and  children  were 
left  to  fend  for  themselves.  This  followed 
the  expulsion  of  nearly  70,000  Iranian 
Shiites  in  1972. 

Item  :  In  April,  a  hand  grenade  slightly 
wounded  Deputy  Premier  Tariq  Aziz. 
Another  grenade  the  same  month  nar- 
rowly missed  the  Culture  and  Informa- 
tion Minister.  Hussein  blamed  Iran,  and 
purged  an  estimated  120  army  officers, 
most  of  them  Shiites. 


part,  Saddam  Hussein's  repression  results  from  new  slips  daily;  archenemy  Ayatollah  Khomeini  urges  Iraq's 
west  along  Iraq's  borders.  Under  Suleyman  Demirel,  majority  Shiites  to  overthrow  Hussein's  Sunni  Baathists, 
irkey  drifts  toward  civil  war;  Hafez  Assad's  grip  on  Syria    and  fears  mount  over  the  stability  of  Saudi  Arabia. 
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The  world's  oil  producers:  Iraq  flowers  as  Iran  fades 


The  greatest  change  in  world  oil  output  since  the  Arab  duction  from  the  U.K.'s  North  Sea  field — has  been  the 
embargo  of  1973-74 — besides  the  sudden  appearance  of  pro-    doubling  of  Iraq's  output  while  that  of  Iran  was  falling  by  half. 


World  oil  production  (billions  of  barrels) 
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Forbes'  projections  based  on  production  for  the  first  five  months  of  1980.  Source  Petroleum  Economist 
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ttem :  Although  top  Baathists  have  not 
ublicly  admitted  it,  it  is  universally  be- 
eved  that  Hussein  ordered  the  execu- 
on  of  Ayatollah  Sayyid  Muhammad 
aqr  al-Sadr,  the  Iraqi  Shiites'  top  reli- 
ious  leader,  friend  of  Khomeini  and 
mgtime  foe  of  Baathist  rule. 

An  Iraqi  makes  the  obvious  point: 
How  can  Hussein  promise  to  unify  the 
rabs  if  he  can't  even  unify  his  own 
mintry?" 

Yet,  so  Hussein  dreams.  On  his  shoul- 
2rs  there  rests,  at  least  in  fantasy,  the 
icient  cloak  of  the  Abbasid  caliphs, 
ho  ruled  a  prosperous,  powerful  Bagh- 
ad  in  the  8th  century.  In  pursuit  of  this 
intasy,  he  seeks  to  buy  himself  nuclear 
eapons — and  is  probably  succeeding, 
lanks  to  the  avarice  of  France,  Italy  and 
razil.  Hussein  is  quickly  building  up 
aq's  250,000-man  military  machine, 
he  country's  official  (and  so  understat- 
I)  "defense"  budget  this  year  alone  is  $3 
illion,  up  76%  from  1978.  Much  of  the 
jending  is  going  for  fancy  new  hard- 
are:  $300  million  for  24  more  French 
lirage  Fls  on  top  of  40  ordered  last 
;ar — part  of  a  $1.5  billion  French  arms- 
ir-oil  deal;  $1.5  billion  for  a  minifleet  of 
alian-built  warships,  complete  with 
irbine  engines  produced  under  license 
om  General  Electric. 
Whether  the  military  investment  will 
/er  pay  for  itself  is  another  matter.  The 
ily  time  Iraq's  army  was  really  tested 
as  in  the  last  Kurdish  war.  By  the 
aathists'  own  admissions,  the  govern- 
lent  suffered  60,000  dead  and  wound- 
i — nearly  one-third  of  its  army. 
The  Iraqi  army's  record  in  the  various 
rab-Israeli  wars  is  not  merely  undistin- 
jished,  it  is  almost  invisible.  Like 
luammar  Qaddafi,  Saddam  Hussein 
ipports  the  Arab  cause  with  money 
id  mouth  but  not  with  military 
leans.  Hussein's  claims  to  Pan-Arab 
adership  is  but  a  brazen  effort  to 
ve  legitimacy  to  a  government  that 
as  none. 

The  army  is,  moreover,  beginning 
>  be  a  drag  on  the  economy.  Iraq's 
lost  serious  near-term  problem  is  a 
:vere  labor  shortage;  roughly  15%  of 
le  work  force  is  non-Iraqi,  and  sever- 
foreign  companies  have  recently 
;en  asked  to  sign  operating  contracts 
i  place  of  the  Baathists'  preferred 
irnkey  contracts.  But  despite  the 
lortage,  Iraq's  compulsory  two-year 
;aft  is  siphoning  off  some  75,000 
)ung  men  annually. 
Talk  to  a  typical  Baghdad  Iraqi  and 
p  (or  she)  will  complain  of  two 
lings:  not  enough  houses  and  not 
lough  cars.  (Until  last  year,  the  list 
icluded  not  enough  food,  but  mas- 
ve  imports  seem  to  have  solved  that 
•oblem.)  Since  1970  an  average 
iDuse  in  Baghdad  has  gone  from 
>0,000  to  around  $100,000.  In  theory 
new  car  costs  around  $14,000,  but 


you  have  to  wait  a  year  or  two  for  it  and 
thus  a  five-year-old  car  can  bring  the 
same  price  as  a  new  one.  In  other  words, 
Saddam  Hussein  could  begin  losing  an- 
other source  of  support:  the  Iraqi  con- 
sumer, who  knows  the  country  is  rolling 
in  oil  dollars,  but  who  isn't  seeing  much 
in  the  way  of  cars  or  houses  in  return. 

Forbes  discussed  the  matter  with  the 
Ministry  of  Planning's  Hikmit  al-Ha- 
dithi,  a  man,  by  the  way,  so  powerful  and 
trusted  that  he  is  allowed  to  subscribe  to 
Western  newsmagazines.  Calling  1980 
"a  difficult  year,"  al-Hadithi  candidly  ac- 
knowledged the  problem: 

"We  are  badly  in  need  of  housing.  Dur- 
ing our  literacy  campaign,  we  told  the 
people  they  had  to  raise  their  real  stan- 
dard of  living,  especially  food  and  hous- 
ing, when  they  had  additional  income. 
We  told  them  that  every  family  should 
have  its  own  house  or  flat.  We  did  it.  We 
raised  their  expectations,  and  now  we 
are  in  the  comer.  We  have  to  provide 
what  we  told  them  to  want." 

Al-Hadithi  figures  that  meeting  the  ex- 
pectations will  require  700,000  new 
housing  units  over  the  next  five  years. 
The  1980  development  budget  of  $17.8 
billion  will,  he  promises,  emphasize 
housing  and  deemphasize  industrial  proj- 
ects for  the  first  time.  Still,  with  the 
population  growing  at  3.5%  a  year  and 
with  government  programs  aimed  at  in- 
creasing that  rate,  it  will  be  a  catch-up 
game  for  many  years.  In  this  context, 
Iraqi  consumers  feel  they  get  precious 
little  from  Hussein's  much-trumpeted 
aid  to  non-Arab  underdeveloped  coun- 
tries last  year,  or  from  the  $175  million 
now  doled  out  every  four  months  in 
"Arab  front-line  aid"  to  Jordan  ($62  mil- 
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A  Palestinian  demonstration  in  Baghdad 
Money,  not  men,  to  fight  the  Israelis. 


lion),  Syria  ($92  million),  the  PLO  ($12 
million),  plus  another  $9  million  to  Arabs 
in  Israeli-held  lands.  Don't  forget:  Iraq's 
per  capita  income,  though  rising,  is  still 
only  $2,000,  the  same  as  Portugal's.  It  is 
thus  doubly  depressing  that  Hussein's 
reign  of  terror  stifles  much  of  the  indi- 
vidual initiative  needed  to  move  the 
country  forward. 

There  is  no  denying  that  Saddam  Hus- 
sein has  scored  some  impressive  rounds 
in  his  bid  to  become  the  new  Nasser. 
Partly  this  is  because  the  Camp  David 
accord  impasse  has  further  isolated  the 
Arabs'  natural  leader,  Egypt.  In  that 
sense,  Israeli  Prime  Minister  Menachem 
Begin  and  Saddam  Hussein  are  almost 
allies.  And  give  this  to  Hussein:  His  skill- 
ful manipulation  of  most  Arab  states' 
genuine  desire  to  keep  the  superpowers 
out  of  the  Middle  East  has  been  deft. 
Example:  Last  February  he  introduced  an 
eight-point  national  declaration  for  the 
Arab  homeland.  The  first  point  called  on 
Arab  leaders  to  close  their  countries  to 
foreign  military  forces  in  any  form. 
Among  the  charter's  signers:  Saudi  Ara- 
bia and  Kuwait. 

But  does  this  really  mean  the  Saudis 
and  Gulf  states  are  rushing  into  Saddam 
Hussein's  net?  Not  likely.  Although  he 
has  for  the  time  being  softened  his  line, 
Hussein's  Baath  Party  ideology  calls  for 
the  overthrow  of  the  "reactionary"  Saudi 
and  Gulf  states  monarchies.  The  rash  of 
recent  executions  serves  to  remind  the 
Saudis  and  other  conservative  Arabs  that 
the  Iraqi  leopard  has  not  really  changed 
its  spots. 

At  a  reception  in  Baghdad,  Forbes  cor- 
nered a  Saudi  diplomat  and  asked  him:  If 
Saudi  Arabia  felt  genuinely  threatened, 
would  you  call  Baghdad  or  Washing- 
ton first?  He  gave  us  in  reply  a  long 
and  troubled  stare  that  clearly  said: 
Washington. 

Besides,  if  the  Saudis  wanted  to 
team  up  with  another  Arab  state,  they 
would  most  likely  choose  Egypt  over 
Iraq — a  prospect  that  has  perhaps 
been  enhanced  by  Anwar  Sadat's  shel- 
tering of  the  late  Shah  Mohammed 
Reza  Pahlavi.  The  courage  and  com- 
passion of  Sadat's  act  stand  for  all  to 
see  in  stark  contrast  to  insecure  Sad- 
dam Hussein's  bloodlust.  Jittery  Syria, 
too,  could  well  look  again  toward 
Egypt  if  it  can  shake  its  trigger-happy 
Baathist  President  Hafez  Assad  and 
his  brother  from  power. 

As  he  gained  power  and  held  it,  so 
will  Saddam  Hussein  probably  lose  it: 
in  a  shower  of  hot  lead.  It  will  be  no 
great  loss.  Because  he  has  fed  U.S. 
firms  a  few  crumbs  of  business  does 
not  make  him  a  friend  of  the  U.S.  or 
of  the  West.  Though  Saddam  Hussein 
and  his  fellow  "rejectionists"  contin- 
ue to  assail  Egypt's  Anwar  Sadat,  the 
U.S.'  new  alignment  with  Egypt  looks 
smarter  all  the  time.  ■ 
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Miss  this  week  an 


Spending  a  week  at  IBM's  Systems  Science 
Institute  can  bring  some  substantial  benefits  to 
you  and  your  company.  Like  getting  a  complex 
computer  application  on  line  faster.  Or  learning 
ways  to  manage  an  efficient  data  processing  de- 
partment that  has  grown  rapidly. 

The  Institute  is  one  of  many  education  offer- 
ings of  IBM's  Data  Processing  Division.  Last 
year  over  7,000  managers  and  executives  at- 


tended classes  in  New  York,  Chicago,  Dallas  an» 
Los  Angeles.  They  ranged  from  businessmei 
with  no  technical  knowledge  of  computers  ti 
managers  in  data  processing  departments. 

All  too  often,  breakdowns  in  human  commu 
nication  can  delay  programming  projects  an< 
raise  application  costs.  Experienced  IBM  in 
structors  put  forth  proven  techniques  that  cai 
bring  together  management  and  data  processing 
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3t  way  ahead  of  things. 


ofessionals  and  make  them  more  productive. 

Become  one  of  the  15,000  executives  or  man- 
ors we  expect  will  spend  a  week  with  us  this 
ar.  When  you  get  back  to  your  desk,  you'll  be 
ly  ahead.  For  more  information,  write  to  Man- 


ager, SSI,  IBM  Data  Processing  Division,  Dept. 
67T,  1133  Westchester  Avenue,  White  Plains,  NY 
10604.  For  the  details  on  other  IBM  education 
offerings,  call  your  IBM  Data  Processing 
Division  sales  representative. 


The  ivay  we  put  it  all  together  is  what  sets  us  apart. 


Data  Processing  Division 


TWA  flies  the  L-1011 
the  worlds  most  advanced  widebody. 

Here's  why. 


From  the  moment  you  step 
aboard  TWAs  L-1011,  you'll 
have  the  feeling  you're  in  a  very 
special  plane. 

You'll  be  particularly 
impressed  by  the  spaciousness  of 
the  passenger  cabin  — 19'  wide 
and  8'  high  — with  two  aisles, 
indirect  lighting,  and  comfortable 
seats.  But  the  real  beauty  of  the 
L-1011  lies  in  the  things  you 
don't  see. 

Offspring  of  the  SST 

When  America  embarked  on 
the  SuperSonic  Transport 
program,  considerable  resources 
were  put  behind  the  development 
of  new  technology.  Much  of  this 
has  been  incorporated  into  the 
L-1011.  making  it  the  most 
advanced  widebody  in  the  world. 


L-1011  has  a  4-part  autoland 
system,  making  it  more 
sophisticated  than  other  aircraft. 

In  addition,  the  L-1011  has 
instrumentation  so  advanced  it 
was  granted  a  special  Category 
II1A  clearance  — the  ability  to 
land  in  all  weather. 

Passenger  comfort 

Inside  TWAs  L-1011, 
everything  has  been  designed  to 
make  a  long  flight  seem  shorter. 


The  L-101 1  s  advanced  flight  control 
system  derives  from  the  SST  program. 


"TWA  s  L-1011  fleet  is  another  reason 
why  you're  going  to  like  us. " 

-J.  E.  Frankum,  TWA  Chief  Pilot 

The  smoothest  plane  in  the  air 

The  L-1011  is  the  only 
widebody  with  a  flying  horizontal 
stabilizer,  for  smoother  takeoffs. 

In  the  air.  the  L-101  Is 
computerized  autopilot  — the 
most  advanced  of  any  aircraft  — 
works  to  provide  the  smoothest 
flight. 

And  because  the  L-1011  is 
the  only  widebody  with  direct  lift 
control  (automatic  adjustment  of 
lift  and  pitch),  it's  smoother  on 
landing,  too. 

An  all-weather  aircraft 

Most  widebodies  have  a 
2-part  autoland  system.  Only  the 


The  L-1011  is  equipped 
with  three  Rolls-Royce 
high-bypass  engines — the  quietest  of  their  kind. 

At  your  fingertips  are  controls 
for  reading  lights,  air  outlets,  and 
entertainment.  Drinks,  stereo 
music,  and  full-length  movies 
help  the  time  fly  by. 

So  if  you're  planning  a  trip 
coast  to  coast,  plan  to  fly  on 
TWAs  L-1011,  today's 
most  advanced 
widebody. 


Youre  going  to  like  us 


Parlaying  prospects 
with  dual  market  advertising. 


It  takes  two  to  make  a  market 

It  used  to  be  that  in  order  to 
define  the  advertising  target  for 
a  product  one  looked  at  who 
actually  purchased  the  product 
and  forgot  about  everything 
else.  But  things 


have  changed.  Wives  are  working. 
Husbands  are  helping  with  the 
cooking.  And  the  influence  a  wife  has 
on  her  husband's  purchasing 
decisions,  or  ^ce  versa,  should  be 
considered. 

Who  influences  whom. 

As  the  chart  based  on  the 
Purchase  Influence  Study  shows, 
these  days  it's  much  smarter  to 
include  both  husbands  and  wives  in 
advertising  plans.  When  it  comes  to 
life  insurance,  for  example,  wives 
exert  34%  of  the  direct  influence  on 
the  company  chosen.  Husbands, 
on  the  other  hand,  exert  41%  of  the 
direct  influence  on  the  brand  of 
instant  coffee  used 
at  home. 


From  package  goods  to  big  ticket 
items,  it's  no  longer  enough  to 
convince  only  the  person  who's  doing 
the  actual  buying.  You  also  have 
to  reach  all  the  people  who  influence 
that  buy 


Influence  on  brand  selection 

Product 

Husbands 

Wives 

Instant 
Coffee 

.  41% 

59% 

Gin 

64% 

36% 

Upset  J0^l& 
Stomach  W*l?£ 
Remedies  vj^ 

50% 

50% 

Life 
Insur- 
ance 

66% 

34% 

Mouth- 
wash 

44% 

56% 

Source  Purchase  Influence  Study.  1975 


How  to  reach  the  dual  market. 

Because  husbands  and  wives 
make  many  buying  decisions  together, 
it  pays  to  reach  both  of  them  if  you 
can.  And  the  surest,  most  effective 
way  to  reach  them  is  through  a  dual 
audience  medium— one  that  is 
able  to  reach  both  men  and 
women  so  that  the  merits  of 
the  product  can  be  talked 
over  on  the  spot. 


Why  you  should  use  TV  Guide. 

TV  Guide  reaches  more  than 
42  million  adult  readers  week  after 
week.  That's  the  biggest  dual 
audience  in  print,  including  more 
women  than  any  women's  publication, 
more  men  than  any  men's  publication. 
And  we  have  more  young,  affluent 
readers,  too— more  readers 
under  50  in  households  with  incomes 
over  $20,000  than  any  other 
magazine.  It's  America's  best-selling 
magazine— and  the  best  way  to  sell  to 
America's  largest,  youngest,  most 
affluent  dual  market. 


America  reads  TV  Guide. 


TV  Guide*  and  the  TV  Guide  logo  are  registered  trademarks  of  Tnangle  Publications,  iru 


TRIANGLE  PUBLICATIONS  INC 


200  million  tons  per  year. 

What  happened?  The  same  OPEC  oil 
price  increases  that  spurred  frantic  ener- 
gy lawmaking  in  the  U.S.  Congress  also 
scared  the  Europeans,  who  are  far  more 
dependent  on  imported  energy  and 
therefore  feel  the  sting  of  OPEC's  higher 
prices  more  keenly  than  the  U.S.  But  the 
Europeans  seem  able  to  act  more  deci- 
sively. Many  of  their  electrical  generat- 
ing plants  can  burn  either  coal  or  oil,  and 
converting  back  to  coal  is  a  relatively 
simple  technical  job.  In  most  European 
nations,  environmental  regulation  is  less 
doctrinaire — some  would  say  less  fanat- 
ical— than  in  the  U.S.  Many  European 
utilities  are  state-controlled;  they  do 
what  they  are  told. 

"We  [the  U.S.]  play  the  consensus 
game,  and  when  you  do  that  you  get  the 
environmentalists  and  everyone  else  in 


cause  of  that  country's  apartheid  policy. 
Poland,  another  major  coal  producer,  be- 
gan to  look  like  an  iffy  source  when  last 
fall  it  diverted  some  coal  intended  for 
Ireland  and  other  European  countries  to 
the  Soviet  bloc.  "We  picked  up  about 
500,000  tons  of  steam  coal  that  could  not 
be  met  by  the  Poles,"  says  .NCA's 
Holmes. 

If  the  U.S.  becomes  a  major  exporter  of 
energy — coal — the  benefits  will  be  con- 
siderable. It  will  help  the  U.S.  balance  of 
trade.  It  will  reduce  OPEC's  stranglehold 
on  the  other  industrial  countries.  Unfor- 
tunately, just  as  demand  is  mounting, 
some  bottlenecks  are  starting  to  show 
up.  There  are  horror  stories  of  coal-haul- 
ing freighters  waiting  weeks  to  load  up. 
On  one  recent  day  there  were  45  colliers 
backed  up  and  waiting  off  Hampton 
Roads  in  Virginia,  the  biggest  of  the  coal- 


Norfolk  &  Western  s  coal-loading  docks  in  Norfolk,  Va. 

Leaving  nothing  to  chance,  major  coal  producers  are  buying  their  own  coal 
loading  and  storage  facilities  to  handle  exports. 


the  act  and  the  end  result  is  nothing  gets 
done,"  says  Joel  Price,  a  first  vice  presi- 
dent of  Dean  Witter  Reynolds  and  editor 
of  the  Coal  Observer.  "It's  easier  in  a  small 
state  to  apply  decisions  than  it  is  in  a  big 
state,"  is  the  more  diplomatic  explana- 
tion of  Philippe  Julienne  of  Association 
Technique  de  L'Importation  Charbon- 
niere,  France's  quasi-governmental  coal- 
buying  association. 

As  the  new  European  demand  devel- 
oped, the  U.S.  coal  industry,  with  100 
million  tons  of  excess  capacity,  was  the 
logical  place  to  seek  supplies.  Labor 
peace  had  returned  to  the  unionized  east- 
em  coalfields.  Steam  coal  could  be  ob- 
tained at  bargain  basement  prices  and 
shipping  rates  from  the  eastern  U.S. 
were  cheaper  than  from  Australia  or 
South  Africa.  Furthermore,  Australia — as 
usual — is  suffering  from  labor  problems 
and  most  of  its  coal  is  already  under  long- 
term  contract;  and  some  European  coun- 
tries won't  buy  South  African  coal  be- 
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loading  ports.  Delays  can  cost  $15,000  to 
$25,000  a  day  per  ship.  Coal  traders  com- 
plain that  the  railroads  don't  issue  per- 
mits to  ship  in  time  to  coordinate  with 
freighter  arrivals  and  that  storage  facili- 
ties at  the  ports  are  inadequate.  Several 
coal  companies  and  traders  report  having 
turned  away  orders  because,  although  the 
coal  can  be  mined,  it  can't  be  delivered. 
NCA's  Holmes  estimates  that  the  U.S. 
could  sell  at  least  another  10  million  tons 
this  year  if  the  transportation  and  port 
system  could  handle  the  extra  volume. 
With  steam  coal  currently  selling  for 
about  $24  a  ton  at  the  mine  and  transpor- 
tation costs  to  the  port  pushing  its  value 
up  to  about  $39  a  ton,  that's  about  $400 
million  in  lost  foreign  exchange. 

An  aide  to  Ambassador-at-large  Henry 
Owen  of  the  National  Security  Council 
says  potential  coal  buyers  from  Europe 
are  uneasy  about  the  possibility  that  rail 
deregulation  will  allow  rail  shipping  rates 
to  go  higher.  The  age  and  capacity  of  U.S. 


ports  is  another  concern.  "They're  vc 
insulting  about  our  ports,"  he  says.  B 
some  long-term  contracts  have  alrea* 
been  signed  with  the  Europeans,  and  ot 
ers  are  being  negotiated.  Island  Crei 
Coal's  William  Mason,  head  of  the  Cq 
Exporters  Association,  says  rail  and  pc 
congestion  problems  are  easing  as  the  cq 
operators,  traders  and  railroads  learn 
cope  with  the  situation.  Both  Norfolk 
Western  and  Chessie  have  reopened  a 
coal-handling  piers  in  Norfolk  and  Nc 
port  News.  The  state  of  Pennsylvania  h 
arranged  $26.5  million  in  financing  so  ir 
pecunious  Conrail  can  improve  the  maj 
coal-handling  pier  in  Philadelphia. 

Occidental  Petroleum,  Island  Creek 
parent  company,  is  putting  $35  millic 
into  coal-handling  and  storage  faciliti 
in  the  port  of  Baltimore.  Conoco's  Co 
solidation  Coal  Co.  is  expected  to  i 
vest  as  much  as  $75  million  in  anoth 
Baltimore  coal  pier.  There  is  more  ta 
of  using  coal  slurry  pipelines,  like  tl 
one  Continental  Resources  is  plannii 
to  build  from  the  Appalachian  coalfiek 
to  utility  customers  in  Florida,  to  loa 
colliers,  possibly  at  offshore  terminal 
Some  European  countries  are  eyeing  tr 
efficient  coal-hauling  barge  system  c 
the  Mississippi  River  as  an  alternate 
to  the  hassles  of  the  East  Coast.  Soir 
Western  European  and  Japanese 
vestors  are  said  to  be  interested  in  helj 
ing  finance  a  new  coal  port.  A  shij 
ment  of  steam  coal  destined  for  Japa 
recently  left  the  port  of  Long  Beac 
Calif.,  and  there  are  hopes  for  a  grow 
ing  .coal  trade  with  the  Far  East  by  wa 
of  West  Coast  ports. 

For  all  this,  there  is  still  slack  in  th 
market:  Strong  as  it  is,  foreign  demani 
doesn't  come  close  to  soaking  up  th 
estimated  100  million  tons  of  excess  c£j 
pacity  in  the  coal  industry.  Thus  whi 
the  main  eastern  coal-handling  railroads 
the  Chessie  System  and  the  Norfolk  i 
Western,  are  having  a  banner  year,  coa 
company  profits  remain  soft,  to  say  th) 
least.  St.  Joe  Minerals  reports  nearly  fla 
earnings  from  coal  so  far  this  year- 
though  the  company  expects  improve 
ment  in  the  second  half — while  Consoli 
dation  Coal  and  Island  Creek  say  aftertai 
profits  are  down  for  the  first  half  of  198C 
Analyst  Price  thinks  earnings  probabl' 
won't  improve  substantially  for  any  o 
the  major  coal  producers  until  expor 
steam  coal  gets  to  $30  a  ton  from  th< 
current  $24.  Price  says:  "We  know  th< 
boom  is  real.  But  we  don't  honestb 
know  how  big  it  will  be  and  it's  very  eas] 
to  let  yourself  get  deluded  by  glamorou: 
numbers."  But,  says  Pieter  Vismans 
president  of  the  SSM  Coal  Co.,  an  expor 
trader,  "This  is  the  start  of  it.  There's  no 
question  about  that."  A  group  of  Virginia 
businessmen,  seeing  a  chance  to  cash  ir 
on  the  boom,  are  attempting  to  set  up  £ 
coal  export  exchange  that  would  create  i 
futures  market  in  coal.  ■ 
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When  you  wanta  bank  that 
can  put  together  money 
for  major  projects 


OUR  SOLUTION: 


|  In  major  capital 
I  investment  every 
project  is  unique, 


every  loan  tailor-made. 

So,  project  financing  at  Bank 
of  Montreal  involves  tailoring 
our  services  to  meet  your  special 
needs.  Finding  solutions  attrac- 
tive to  both  lenders  and  sponsors. 

That's  why  our  Project  Financ- 
ing Group  is  organized  into  teams 
with  direct  access  to  major 
decision-making  authority. 

When  you  call  us,  you 
call  direct. 

MAJOR  INVESTMENTS 
WORLDWIDE 

Some  examples:  Last  year  Bank  of 
Montreal,  together  with  Bank  of 
America  and  Manufacturers 
Hanover  Ltd.,  helped  put  together 
the  $660  million  (U.s!)  needed 
to  back  development  of  the 
third  largest  copper  mine  in  the 
world,  Mexico's  La  Caridad. 


1  The  loan  was  the  largest  ever 
granted  a  Mexican  private  sector 
company. 

•  Our  Mining  Services  Depart- 
ment supplied  the  necessary 
technical  expertise. 

•  This  one  project  will  double 
the  copper  mining  capacity 
of  Mexico. 

Besides  La  Caridad,  Bank  of 
Montreal  last  year  helped  arrange 
financing  for  such  major  private 
sector  projects  as  a  Spanish  utility 


and  a  steelworks  and  chemical 
company  in  Denmark. 

Now,  when  you  want  a  bank 
that  can  fit  the  solution  to  the 
problem  (not  vice  versa),  you 
nave  our  credentials. 

THE  FIRST 
CANADIAN  BANK 


Bank  of  Montreal  was,  indeed,  the 
first  bank  established  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S. 
and  England,  in  1818. 

But  to  us,  "first"  is  more  than 
a  date.  It's  an  attitude. 


An  early 
branch  bank 
in  Mexico. 


We  intend  to  live  up  to  the  "first" 
in  The  First  Canadian  Bank, 
worldwide. 


THE  RAIL  WAf  TP 


PIGGYBACK  PAYOFF. 

A  joint  move  using 
rail  and  truck  can  save 
a  lot  of  fuel  and  money. 
But,  if  you  haven't  been 
shipping  piggyback 
because  you  think 
you're  too  far  away 
from  our  terminal, 
we'd  like  you  to  look 
again.  Using  the  right 
combination  of  truck 
flexibility  and  rail  econ- 
omy can  save  money 
even  if  vou're  100  miles 
away.  Cneck  with  Chessie. 
You'll  be  surprised  how 
far  your  transportation 
dollar  will  go. 


DOUBLE  -  DECKER  DISCOUNT. 

You  get  double  the 
floor  space  in  a  single  car 
ith  our  Double-Decker. 
Folding  platforms  pull 
down  to  form  an 
"upstairs"  deck,  capa- 
ble of  supporting 
2,000  pounds  per 
linear  foot.  When 
you  want  to  double 
your  payload  with- 
out doubling  cars, 
double  up  with 
Chessie. 


FOR  THE  80% 

\VE  FUEL  AND  MONEY. 


RAIL-TRUCK  COMBO'S. 

You  can  get  the  economies  of  carload  rates 
and  still  deliver  by  truck  using  Chessie's  Rail-Truck 
Combo's.  We  operate  truck  transfer  facilities  in 

many  market  areas  that 
allow  you  to  take 
truckload  quanti- 
ties from  carload 
shipments  for  final 
highway  delivery. 
No  matter  what 
the  product, 
Chessie  has  a  flexi- 
ble combo  that  can 
saye  fuel  and 
money  for  you.  . 


i  w 


POP -TOP  HOPPERS. 

Our  winter  convertible  can  help 
put  a  lid  on  covered-hopper  shortages. 
The  Pop -Top  Hopper  means  that  grain 
can  get  to  market  at  the  most  oppor- 
tune time  for  growers.  And  it  means 
that  winter  shipping  will  be  more 
practical  for  many  other  commodities. 
No  matter  what  the  weather,  Chessie 
gets  you  where  you  want  to  go  for  less. 


if"  TOOK  A  NBA/ 
LOOK  BY  G4ESSI& 
TO  MAKE  MORE.. 

POSSIBLE . 

Call  our  toll-free 
number,  800-638-5666,  or 
301-237-2761,  for  more 
information  on  Chessie 
rates  and  services.  Or  write 
3500  Terminal  Tower, 
Cleveland,  OH  44101. 


^hessie  System  Railroads 

-4-- 

The  Chesapeake  and  Ohio  Railway  j    The  Baltimore  and  Ohio  Railroad 
Western  Maryland  Railway 


Change  to  our  longer-lasting  roll  towel 
and  shorten  your  towel  maintenance  time. 


That  s  the  idee  behind  Fort  Howard's 
850  foot  roll  towel.  It's  the  longest  roll 
towoi  in  the  business.  Available  in  both 
bleachod  and  natural  stock.  So  you 
get  more  hand  dries  per  roll  and 
fewer  roll  changes. 

Qui  850  toot  roll  is  over  200  feet 
Ioiuxm  man  the  average  roll  towel. 
Thai  moans  longer  periods  between 


maintenance  calls.  And  added  up  over 
a  year,  the  savings  can  be  significant. 

By  teaming  our  850-foot  towel  with 
our  Commander  I*  cabinet,  you  can 
cut  your  maintenance  costs  even 
more.  The  Commander  I  is  designed 
to  eliminate  "stub  roll'  waste,  the 
unused  portion  you  may  be  throwing 
away  So  you  use  all  the  paper  you  buy. 


Get  the  longest  roll  towel  and 
shorten  towel  maintenance  time. 
Call  the  Fort  Dial  (312)  T-H-E-F-OR-T 
and  we'll  show  you  how  to  save 

c 

Fort  Howard  Paper 


Otwti  n«y,  W(»con«!r,  H4308 


all  the  Fort 


oi  Ftn  |  Howard  Aww, 


Dial  (312)  T-H-E-F-O-R-T 


low  can  Japanese  companies  pa  y  high  wages 
>  their  employees  and  still  enjoy  relatively 
uu  labor  costs?  Here's  tlx'  secret: 


Japan's  multitier 
wage  system 


By  Robert  C.  Wood 


a«»  tpPON  Steel's  Kimitsu  works  is 
mm  an  approved  stop  for  Western 
M  journalists  and  politicians  making 
ick  surveys  oi  the  fapanese  economic 
iracle,  (.'lose'  to  Tokyo,  Lt  has  some 
ncs  been  called  the  most  efficient  Steel 
ill  in  the  world.  The  benefits  Nippon 


Steel  employees  receive  there  have  be 
come  internal  tonally  famous. 

Wh;ii  is  much  less  i.ilkcd  ahout  is  that 

inside  the  mill  Nippon  Steel  employees 
do  very  Little  oi  the  hardest  woi  \<  Nippon 
Steel  employees  weai  silvei  helmets, 
while  subcontract  workers  weai  yellow 
helmets  and    yellow    helmets  out 

mmibei  Silvei  ones    Men  in  silvei  hel 


ow  (iiui  s//r<7  helmets  /•  wethe)  at  Nippon  Steel's  Kimitsu  work 

e  colors  symbolize  a  system  that  pays  In  proportion  to  power. 


mets  observe  operat  ions  check  dials  and 
operate  clean,  highly  automated  mat  hln 
ery  Men  m  yellow  helmets  climb  undei 
hoi  oxygen  furnaces  <<>  clean  them,  bend 
ovei  shon  shovels  to  recondition  the 
tra<  ks  where  hot  metal  will  Hon  and 
work  close  to  earsplitting  noise 

Nippon  Steel's  publit  relations  man 
agei  .11  the  mill,  Hsruhisa  Noda,  told  me 
that  the  subcontract  workers  were  "part 
ol  the  family  oi  Nippon  Steel    i  te  noted 
that  the  family  pays  them  almost  ai 
much  -is  it  p.ivs  Nippon  Steel  employees 
and  ( i  les  to  give  them  "lifetime  employ 
ment  "  But  he  admitted  thai  in  addition 
to  the  dirty,  difficult  work  they  must  do, 
subcontract  workers  .iiso  work  longei 
hours  than  regulai  employees  im  no  ex 
ii.i  p.n  rhey  receive  few  oi  the  famous 
benefits  Nippon  Steel  men  get 

When   pressed,    Noda   m  knowlcdgcd 

that  snheonii.it  i  workers  are  part  oi  the 
Nippon  Steel  family  Ln  "an  old  sense  oi 
family  "  It  is  .1  traditional  ( lonfucian 
family,  in  which  the  superioi  members 
think  n  natural  thai  they  are  richei  and 
more  powerful  than  theii  lessei  relatives 
Motoyoshi  Arai  operates  -i  Locomotive 

toi   one  ol   (he   largest    Bubl  ond.u  lor. 

Ami  is  paid  aboui  10%  less  than  Nippon 
sieel  men,  and  he  docs  imi  think  oi  the 
system  .is  familylike  i  Le  feels  exploited 
a i .i i  t  mce  headed  I  he  union  si  he.  com 

pany,  Nittctsu  Transportation,  and  he 

still  woiks  hard  to  strengthen  Li  Bui 

Ai.n's  union  has  not  hern  veiy  BUCCeSS 
Inl    By  now   he   is  eonvnit  i  d  thai  the 

exploit. n ion  is  permaneni 

"When  we  stalled  out  with  the  union, 

oui  objective  was  to  gel  oui  wages  <  losei 

to  Nippon  Steel's,"  he  says  "Kill  aftd  ax 

<n  seven  years  we  realize  (hat's  out  oi  the 

Question,  BO  we're  trying  to  raise  the  base 

lot  everybody." 
i  he  difference  between  Nippon  Steel 

employees  in  silver  helmets  .11  id  I  he  men 

in  yellow  is  based  on  something  that  has 

divided  nppt  I  and  lowel  elas.es  in  eveiv 
COUntry  fol  thousands  oi  yens  powei 
As  a  group,  tegulai  employees  ol  Nippon 

steel  could  easily  shut  down  the  Kimitsu 
works.  Subcontract  workers  while  not 
always  completely  powei  less    <  .in  i  anse 

much  less  trouble 

I  spent  more  than  loin  year,  in  j.ip.in 
tiyni)',   to   make   sense  ol    the   |.ipain  s< 

economy's  mysteries  the  apparent  gen 
erosity  ol  big  t  ompt  ss  to  then  work 

eis,   the  nation's  i.ipid  grOWth  and  Us 

Lack  oi  Laboi  strife,  unemployment  and 
poverty  I  have  come  to  -i  i  ont  Lusion 
1  lost  1  v  involved  with  the  question  of  sil 
vt  1  helmets  versus  yellow:  The  most  dra 

main  i ii  fapan's  ei  i mi >       marvels  de 

pend  on  1  he  way  tin  system  distributes 
pay  ami  benefits  111  proportion  to  the 
disrupt  ion  1  hat  grt  iups  could  t  ause  I > y 
withholding  then  servit  es 

Mtn  m  hi),,  powerful  [apant  se  c<  impa 
mi  s,  who  hold  strategit  positions  m  the 


(lll.S,  A I  It  .1  (SI   IK    I  VK(J 


Foreign  countries  are  moving  toward 
standards  of  product  liability  making  man- 
ufacturers and  distributors  more  strictly 
accountable  for  product  defects  -  a  trend 
which  has  already  resulted  in  increased 
awards  against  U.S.  companies  with  ex- 
port markets. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


The  liability  of  manufacturers, 
wholesalers  and  exporters  for  de- 
fects involving  the  safety  of  their 
products  has  traditionally  been 
much  more  restricted  abroad  than 
it  is  in  the  United  States. 

In  part  this  is  due  to  differences 
in  social  and  economic  conditions. 
For  example,  the  consumer  move- 
ment is  less  advanced  in  nearly  all 
foreign  countries  than  it  is  here. 
Conservative  legal  systems  and 
precedents  are  also  important  —  in- 
cluding such  factors  as  the  relative 
infrequency  of  jury  trials,  the  lack 


of  a  contingent  fee  system  and  lim- 
ited recognition  of  liability  for 
pain  and  suffering. 

There  is,  however,  ample  evi- 
dence of  a  worldwide  trend  toward 
making  manufacturers  and  distrib- 
utors more  accountable  for  the 
goods  they  put  on  the  market.  The 
traditional  doctrine  of  caveat  emptor 
—  let  the  buyer  beware  —  is  crum- 
bling under  the  recognition  that 
mass  production  can  result  in 
products  which  in  use  prove  defec- 
tive and  cause  injuries.  More  and 
more  societies  find  it  neither  so- 


cially acceptable  nor  economically 
necessary  to  place  the  major  bur- 
den on  the  injured  party. 

The  upheaval  in  product  liabil- 
ity abroad  has  taken  several  forms. 
For  one  thing,  growing  awareness 
of  the  lucrative  awards  possible  in 
the  United  States  has  led  to  more 
foreign  plaintiffs  initiating  suits 
against  American  firms  in  Ameri- 
can courts.  In  foreign  courts,  too, 
liability  actions  against  U.S.  firms 
are  on  the  rise  and  the  awards  de- 
creed are  increasing  in  size. 

Strict  accountability 

Most  important  of  all,  there  is 
an  organized  movement  in  Europe 
toward  the  "strict  liability"  con- 
cept of  product  liability  which 
generally  prevails  now  in  the 
United  States.  A  proposed  interna- 
tional agreement,  sponsored  by  the 
nine-nation  European  Community 
(the  Common  Market),  is  bringing 
strict  liability  closer  to  reality  -  in 
fact,  in  varying  degrees,  it  is  al- 
ready law  in  some  European  na- 
tions. As  one  observer  has  put  it, 
by  1985  or  even  earlier,  Europe 


^roduct  Liability 


may  have  "the  toughest  product 
liability  laws  in  the  world." 

Sttict  liability  ptovides,  in  ef- 
fect, that  the  producer  of  an  article 
shall  be  liable  for  damage  caused 
by  a  defect  in  the  article  -  whether 
or  not  he  knew  or  could  have 
known  of  the  defect.  This  liability 
holds  good  even  if  the  article  could 
not  have  been  regarded  as  defective 
in  the  light  of  technological  and 
scientific  knowledge  at  the  time 
the  product  was  marketed.  There 
are  some  extenuating  circum- 
stances, such  as  alteration  of  the 
product  by  a  user. 

In  short,  under  strict  liability, 
a  plaintiff  need  no  longer  prove 
that  a  manufacturer  was  negligent 
-only  that  the  product  was  defec- 
tive and  that  the  defect  was  the 
cause  of  the  injury  or  damage. 

Protection  at  U.S.  levels 

For  a  company  with  overseas 
markets,  these  developments  in- 
tensify the  need  for  a  uniform  pro- 
gram of  international  insurance 
protection. 

In  individual  foreign  coun- 
tries, a  base  of  local  insurance  in 


accordance  with  local  laws  is  neces- 
sary. But  because  these  local  cover- 
ages can  vary  widely,  they  should 
be  supplemented  with  a  U.S.- 
written  "difference  in  conditions" 
master  policy  that  adjusts  all  cov- 
erages abroad  to  the  U.S.  standard 
of  protection  level. 

Beyond  insurance  itself,  loss 
control  becomes  even  more  impor- 
tant .is  e  xposures  rise  abroad,  since 
product  liability  claims  are  often 
preventable.  In  addition  to  loss 
control  measures  applying  to  prod- 
ucts generally  —  such  as  design 
analysis  and  quality  control  -  there 
are  special  considerations  with 
products  for  export.  Particularly 
important  are  supporting  mate- 
rials and  technical  services 

Advertising  and  sales  promo- 
tion literature  prepared  overseas 
should  be  reviewed  to  el  i  mi  nan 
excessive  promises  or  implied  war- 
ranties. Warnings  and  instructions 
for  use  should  be  translated  into 
local  languages  clearly  and  with 
regard  to  local  conditions.  Techni- 
cal support  and  record-keeping 
abroad  should  measure  up  to  U.S. 
standards.  Efficient  handling  ol 


.  corporate  foreign  policy 

Manufacturers  with  export  markets 
i  obtain  a  "worldwide  products  endorse- 
rs" on  their  domestic  product  liability 
icy  to  protect  their  overseas  exposures. 

This  endorsement  protects  only  against 
eign  suits  brought  in  U.S.  courts— not 
»se  brought  in  foreign  courts.  Moreover, 
lie  product  liability  rates  for  export 
■erage  may  be  much  lower  than  domest  i< 
es,  the  foreign  coverage  provided  by 
lorsement  to  a  domestic  policy  is  usually 
led  at  the  higher  U.S.  rates. 

Purchase  of  a  separate  foreign  policy 
ough  a  company  such  as  INA  Interna- 
nal  can  mean  premium  savings  together 
h  more  comprehensive  protection. 


sm  h  fa<  tois  i  an  redu< e  both  a<  <  i 

dent  i  la i ms  and  msuraiu  e  costs. 

IN  As  product  loss  control  pro- 
gram has  assisted  many  clients  in- 
sured through  INA  International 
in  preventing  accidents.  And 
I ' SIS,  an  INA  Corporation  com 
panv,  oilers  (he  same  services  to 
sell-insured  clients. 

Recognizing  and  meeting 
complex  needs,  sm  h  as  those  of 
business  lor  product  liability  pro- 
tection, typifies  IN  As  comprehen- 
sive approach   to  increasingly 

sophisticated  insurance  and  risk 

management  problems, 

Comprehensive  services 

The  Insurance  (  oinpanv  ol 
North   America   was  founded  m 

1792  m  Independence  I  [all,  Phila 
delphia.  Today  it  is  the  largest 

component  ol  INA  Corporation's 
international   network  ol  insm 
am  e,  finant  ial,  and  health  c  are  in- 
terests.  In  property  and  Casualty 

insurance  and  risk  management 
services,  lile  and  group  insurance, 
health  care  management  and  finan- 

(  ial  servK  es,  INA  and  its  affiliated 
companies  offer  a  unique  <  ombina- 
tion  ol  products  and  services  to 

business  and  industry  around  the 
w  ( ii  Id . 

For  an  informal ive  booklet  on 

current  trends   iternational 

product  liability,  write  INA, 
Dept.  R,  1600  Arch  Street,  Phila- 
delphia, RA  19101. 


The  Professionals 


"EVEN  ON  THE  PLANE  OF  THE  FUTURE, 
SERVICE  CAN'T  DE  ATHING  OF  THE  PAST! 

-  FRANK  BORMAN,  PRESIDENT  EASTERN  AIRLINES 


No  matter  how  well-designed  a  plane  is,  it's  the  service  you  get  on  it  that  counts. 

Take  our  A-300.  It's  a  new  breed  of  wide-body  with  excellenji  fuel-efficiency, 
quieter  engines,  and  plenty  of  room  for  you  and  your  belongings.  It's  the  plane  of  the 
future,  and  Eastern's  the  only  U.S.  carrier  that  has  it. 

But  even  the  most  advanced  plane  can't  make  your  flight  enjoyable.  It  takes 
people  to  do  that. 

Like  Eastern's  Michele  Montpetit,  Cynthia  Bowen  and 
Captain  Bill  Preissner.  They  work  hard  to  make  what  could  be 
a  cold  plane  a  little  warmer.  Good  service  may  be  an  old- 
fashioned  idea,  but  at  Eastern,  it'll  never  become  obsolete. 

If  we  want  your  business  in  the  future,  we  have  to  earn 
our  wings  everyday. 


WE  HAVE  TO  EARN  OUR  WINGS  EVERY  DAY 


:onomy,  are  allowed  to  take  most  of  the 
uits  of  their  companies'  successes.  In 
>77  men  in  companies  with  1,000  or 
ore  workers  averaged  Y203,700  ($980) 
month  plus  overtime,  bonuses  of 
355,900  ($4,000)  a  year  and  generous 
inge  benefits.  That's  $16,000  a  year 
ithout  fringes.  In  1980  the  figure  is 
aybe  20%  higher. 

Most  smaller  companies  cannot  treat 
eir  workers  nearly  as  well  because 
impetitors  can  be  set  up  easily  with 
munion  labor.  Male  small-company 
orkers  averaged  only  71%  of  big-com- 
my  men's  pay.  The  difference  in  pay 
tween  big-  and  small-company  men 
as  bigger  than  the  difference  between 
liege  graduates  and  those  who  never 
lished  high  school.  And  small  compa- 
es  offer  far  inferior  fringe  benefits. 
By  using  small  subcontractors,  the  big- 
st  companies  can  capitalize  on  the 
age  difference.  Their  organized  work- 
s  are  not  threatened  because  the  bosses 
:ve  promised — and  the  unions  have 
:Ough  power  to  assure — that  the  profits 
d  flexibility  subcontracting  gives  the 
g  companies  will  benefit  their  regular 
iployees. 

Nippon  Steel  directly  employs  73,002 
ople — 42%  as  many  as  U.S.  Steel,  al- 
ough  the  Japanese  company  produces 
ore  steel  and  the  two  companies'  dollar 
les  volumes  are  similar.  More  modern 
uipment  explains  part  of  the  contrast, 
it  subcontracting  is  probably  a  more 
iportant  factor. 

Because  companies  like  Nippon  Steel 
e  low-wage  subcontractors,  Japanese  in- 
istry  ultimately  tends  to  use  labor  more 
iciently  than  unionized  American  in- 
stries.  Not  only  are  the  subcontracted 
jrkers  paid  less,  they  are  less  rigid  in 
eir  work  standards.  And  the  jobs  avail- 
le  with  small  companies  and  subcon- 
tctors  help  eliminate  unemployment, 
at  everybody  makes  a  top  wage,  but  ev- 
|  able-bodied  person  can  find  work. 

All  this  owes  much  to  U.S. -imposed 
brms  and  employees'  reactions  to 
em  after  World  War  II.  Our  reforms 
ced  big  companies'  managers  to  put 
?h  priority  on  regular  employees' 
eds.  Douglas  MacArthur  could  not 
ve  imagined  the  system  that  would 
lerge,  but  he  was  the  creator  as  much 
the  Japanese. 

MacArthur  and  the  New  Deal  intellec- 
als  who  staffed  America's  Occupation 
jalized  and  encouraged  Japan's  Social- 
and  Communist  parties,  who  quickly 
tablished  unions  in  virtually  all  big 
mpanies.  The  unions  enrolled  even 
anagers'  key  assistants. 
Meanwhile  the  Occupation  was  purg- 
l  top  industrialists,  leaving  the  re- 
aining  managers  utterly  confused.  "La- 
r  almost  controlled  management,"  the 
;sident  of  one  of  Japan's  conservative 
ion  federations  recalled  to  me.  "Nowa- 


days there's  a  lot  of  talk  about  worker 
participation  in  management,  but  in 
those  days  nobody  could  be  appointed  in 
top  management  without  the  approval  of 
the  Communist  Party." 

To  make  their  companies  function, 
managers  had  to  promise  that  security 
and  income  for  regular  employees  would 
be  their  key  goals.  And  because  unions 
contained  so  many  of  the  companies' 
powerful  people,  they  could  assure  that 
these  promises  were  largely  kept. 

As  the  postwar  period  progressed  the 
new  top  managers  consolidated  their 
hold  over  their  companies,  but  it  was 
never  worthwhile  for  them  to  change 
their  basic  commitments.  Japanese  law 
places  fewer  restrictions  on  managers 
than  American  law,  and  managers  of  ma- 
ture companies  receive  little  pressure 
from  representatives  of  investor  owners. 
But  they  must  still  cope  with  unions. 
Three-quarters  of  all  workers  in  firms 
employing  more  than  500  belong. 
Unions — which  are  no  longer  Commu- 
nist-dominated but  still  include  virtually 

"Labor  almost  controlled 
management,"  the  president 
of  one  of  Japan's  union  feder- 
ations recalled  of  the  post-WW 
U  period.  "Nobody  could  be 
appointed  in  top  management 
without  the  approval  of  the 
Communist  Party." 


every  regular  employee  under  the  age  of 
35  and  everyone  over  35  who  has  no 
management  title — probably  have  more 
influence  over  the  managers  of  most 
large  companies  than  any  group  except 
possibly  the  companies'  bankers. 

Labor  disputes  still  occur  regularly. 
Each  spring  big-company  employees  cov- 
er the  walls  of  some  very  staid  offices 
and  factories  with  big-character  denunci- 
ations of  management  that  can  remind  a 
foreigner  of  Peking  during  the  Cultural 
Revolution. 

Why  do  these  disputes  so  seldom  end 
in  long  strikes?  In  good  part  because  the 
regular  employees — Nippon  Steel's  silver 
hats — realize  that  as  privileged  employ- 
ees they  have  a  stake  in  the  company's 
health;  they  don't  want  to  weaken  the 
source  of  their  good  fortune. 

Thus  interruptions  of  work  are  usually 
limited  to  a  few  hours  a  day,  and  when 
employees  are  not  embroiled  in  the  an- 
nual ritual  of  pay  negotiations  they  have 
good  incentive  to  work  as  a  team  to  build 
a  more  efficient  and  more  prosperous 
company. 

Outside  the  privileged  caste  of  big- 
company  employees,  however,  only  40% 
of  the  workers  in  firms  employing  100  to 
499,  and  only  10%  of  the  workers  in 
firms  employing  10  to  99,  belong  to 


unions.  In  companies  employing  fewer 
than  30  the  figure  drops  to  1  Vi  % .  When 
they  exist,  subcontractors'  unions  lack 
the  bargaining  power  to  force  conces- 
sions on  their  own.  And  unions  at  impor- 
tant subcontractors  lack  common  inter- 
ests with  lesser  contractors'  unions  for  a 
united  front.  With  no  real  prospects  for 
success,  few  ever  launch  long  strikes. 

Nittetsu  Transportation's  Motoyoshi 
Ami  has  direct  experience  with  the  Nip- 
pon Steel  union's  attitude  toward  sub- 
contractor unions.  Arai  thinks  Yoshiji 
Miyata,  who  headed  the  Nippon  Steel 
union  when  Arai  headed  Nittetsu  Trans- 
portation's, is  an  enemy  of  Nittetsu 
Transportation  men. 

"Five  years  ago  I  was  union  chief,  and 
we  were  fighting  for  a  higher  bonus," 
Arai  told  me  disdainfully.  "Miyata's  el- 
der brother — he's  now  in  parliament — 
came  to  me  and  said,  'Don't  do  that; 
you're  causing  trouble.  Don't  make 
strikes.'  " 

Without  the  Nippon  Steel  union's  sup- 
port, Arai's  position  was  weak.  Nittetsu 
Transportation's  locomotive  and  truck 
operators  could  cause  a  lot  of  disruption, 
but  Nippon  Steel  could  replace  them.  And 
although  they  receive benefitsdramatical- 
ly  inferior  to  those  Nippon  Steel  men  get, 
their  benefits  significantly  exceed  those  of 
the  less  important  subcontractors. 

Arai  lives  in  a  company-supplied  apart- 
ment for  Y3,500  ($17)  a  month.  It  is  ten 
minutes  farther  from  the  plant  than  the 
apartments  supplied  to  Nippon  Steel 
men  and  has  one  less  room,  but  if  Arai 
had  to  look  for  a  new  job  he  probably 
could  not  find  a  $17-a-month  apartment 
anywhere.  And  although  running  a  loco- 
motive is  harder  and  dirtier  than  operat- 
ing the  new,  modern  equipment  to 
which  most  Nippon  Steel  men  are  as- 
signed, it  is  cleaner  and  easier  than  other 
jobs  that  would  pay  as  well.  Nittetsu 
Transportation  men  know  they  have 
much  to  lose  if  Nippon  Steel  ever  elimi- 
nates their  jobs. 

Legally,  Nittetsu  Transportation  is  a 
wholly  owned  subsidiary  of  Nippon 
Steel.  Its  managers,  who  were  mainly 
regular  Nippon  Steel  employees  dis- 
patched to  the  subcontractor  for  a  few 
years,  refused  to  concede  anything  to 
Arai.  When  he  came  up  for  reelection  to 
his  union  post,  they  worked  to  under- 
mine his  candidacy.  "They  said  that  if  I 
was  elected,  Nippon  Steel  wouldn't  give 
the  company  any  more  work,"  Arai  told 
me.  All  the  jobs  at  Nittetsu  Transporta- 
tion would  be  destroyed  if  that  hap- 
pened. Arai  lost. 

Arai  explained  that  the  worst  subcon- 
tracting conditions  are  outside  the  gates 
of  the  Kimitsu  works  in  "grandchild  sub- 
contractors," small  companies  that  do 
maintenance  and  any  other  work  that 
can  be 'trucked  to  their  shops.  Grand- 
child subcontractors  can  cause  almost  no 
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disruption.  Because  entrepreneurs  can 
set  up  small  companies  fairly  easily,  each 
one  faces  tough  competition  from  oth- 
ers. To  unionize  them  would  be  a  colos- 
sal task  because  Nippon  Steel  can  find  a 
new,  nonunion  subcontractor  if  ever  the 
workers  at  a  particular  company  become 
overly  militant.  Workers  at  the  impor- 
tant subcontractors  have  no  more  incen- 
tive to  help  grandchild  subcontractors 
than  Nippon  Steel  men  have  to  help  Nit- 
tetsu  Transportation  workers. 

A  typical  grandchild  subcontractor 
shop  is  a  grime-covered  corrugated  met- 
al and  cement  building  with  amenities 
limited  to  perhaps  a  ping-pong  table  in  a 
grubby  recreation  room.  The  average 
worker  in  the  steel  industry  at  compa- 
nies employing  10  to  99  people  works 
32  hours  a  month  more  than  workers  in 
companies  employing  more  than  1,000. 
He  may  receive  overtime  pay  for  some 
of  those  hours,  but  never  at  time-and-a- 
half  rates. 

Nippon  Steel  officials  say  there  are 
7,400  regular  employees  at  the  Kimitsu 
works  and  something  less  than  9,000 
subcontract  workers  inside  the  mill's 
gates.  Arai  estimates  that  some  10,000 
people  work  for  the  grandchild  subcon- 
tractors in  the  Kimitsu  area. 

That  means  that  of  a  total  employ- 
ment roster  of  perhaps  26,000  people, 
just  over  one  in  four  wears  the  privileged 
silver  hat. 


Subcontracting  creates  a  lot  of  jobs  for 
people  who  might  simply  find  them- 
selves unemployed  in  the  U.S.  because 
no  one  will  pay  them  United  Steelwork- 
ers'  or  United  Auto  Workers'  wages. 
Tiny  workshops  are  more  common  than 
rice  stores  in  most  neighborhoods  of  Jap- 
anese cities.  Some  180,000  Japanese 
manufacture  electronic  components  for 
subcontractors  in  their  homes.  Work- 
shops with  less  than  100  workers  employ 
51.5%  of  Japanese  manufacturing  em- 
ployees, compared  to  23.4%  in  America. 

Here's  the  paradox:  Though  small  com- 
panies always  pay  less  than  large  ones, 
competition  among  them  for  labor  keeps 
wages  at  decent  levels  and  gives  Japan's 
poorest  classes  a  larger  share  of  the  na- 
tion's income  than  America's  poorest 
classes  get.  In  one  of  the  few  Japanese 
neighborhoods  noted  for  their  poverty,  a 
Japanese  minister  who  had  once  worked 
as  a  missionary  in  Jersey  City  told  me  in 
the  depths  of  Japan's  last  recession  that 
he  could  introduce  any  alcoholic  derelict 
up  to  age  35  or  40  to  companies  that 
would  hire  him  for  Yl  50,000  to  Y200,000 
($700  to  $950)  a  month  or  more  including 
overtime  and  bonuses. 

This  was  true  even  though  Japan's  un- 
employment rate  at  the  time  was  at  its 
worst  levels  since  the  1950s  (a  bit  over 
2%).  Job-placement  officials  in  New 
York  say  that  comparable  Americans  al- 
most certainly  could  find  no  steady  job  at 


Thanks  to  plant  delays  caused  by  the  antinuke 
forces,  the  U.S.  could  end  up  as  dependent  on 
foreign  uranium  as  it  is  on  foreign  oil. 


Another  depressed 
U.S.  industry 


all — though  America's  per  capita  G! 
remains  about  10%  above  Japan's. 

The  paradox  deepens: 

A  study  by  the  Organization  for  El 
nomic  Cooperation  &  Developme 
found  the  bottom  fifth  of  Japanese  houl 
holds  received  more  of  national  incoi 
than  the  bottom  fifth  of  any  major  We 
em  country— nearly  8%.  The  U.S.  figi 
was  4.5% .  Correcting  for  Americans'  te 
dency  to  live  alone  and  thus  report  lo\N 
"household"  incomes,  the  analysis  im 
cated  the  poorest  fifth  of  Japanese 
ceived  nearly  one-and-one-half  times  t 
share  the  poorest  Americans  received. 

The  conclusion  is  almost  inescapab 
The  Japanese  system,  like  the  Americ 
system,  creates  a  privileged  caste 
workers.  But  unlike  the  American  s] 
tern,  the  Japanese  system  does  not  ins) 
tutionalize  unemployment  by  holdi 
wages  in  any  industry  so  high  that  peof 
are  kept  from  working. 

You  might  call  it  scabbing;  U.S.  trai 
unions  certainly  would.  But  the  multiti 
wage  system  has  two  overwhelming  a 
vantages.  It  keeps  Japanese  labor  cos 
down  and  productivity  up  while,  at  t 
same  time,  giving  job  opportunities 
the  least  advantaged  segments  of  Jap 
nese  society.  ■ 


Robert  C.  Wood  is  a  freelancer  currently  writ  inn 
hook  called  Why  the  Japanese  Grow  Richer  a| 
We  Don't,  which  will  he  completed  early  next  vec 


By  Carol  E.  Curtis 

SHORTLY  AFTER  THREE  MlLE  ISLAND, 
uranium  producers  were  still  bull- 
ish about  the  price  for  nuclear  fuel. 
"It's  almost  as  if  the  accident  never  hap- 
pened," one  industry  spokesman  said  in 
May  of  last  year.  Even  if  no  new  domes- 
tic nuclear  plants  were  built,  foreign  de- 
mand for  uranium,  coupled  with  the 
need  to  refuel  existing  and  planned  U.S. 
reactors,  would  keep  the  market  strong. 
So  they  thought. 


The  industry  was  wrong.  The  price  of 
"yellowcake,"  or  uranium  concentrates 
drawn  from  raw  ore,  has  plunged  from 
$43  a  pound  in  1979  to  $31,  a  drop  of 
28%.  Three-fourths  of  that  drop  has 
come  since  January,  when  the  price  was 
$40;  in  July  prices  continued  to  weaken 
by  50  cents  a  pound.  Few  believe  the 
bottom  has  yet  been  reached. 

The  swift  slump  in  prices  is  hitting  the 
industry  hard.  An  estimated  20%  of  all 
U.S.  uranium  mines  are  already  closed  or 
have  cut  back  production,  and  10%  of 


Warnock  of  Todilto  Exploration 

In  a  business  without  a  future? 

uranium  miners  have  been  laid  off.  TY 
atmosphere  in  the  big  producing  states « 
New  Mexico  and  Wyoming  is  one  « 
gloom  as  large  and  small  producers  K 
trench  or  close  their  doors.  "Everyone 
pulling  their  caps  down  over  their  eai 
and  waiting  for  a  change  in  the  weatl 
er,"  says  Bill  Stevens,  president  of  Ker 
McGee  Nuclear  Corp.,  one  of  the  large! 
U.S.  producers. 
There  is  a  real  question  whether  tr| 
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ARE  YOU  PAYING 
PEOPLE  TO  WAIT  WHEN 

YOU  SHOULD 
BE  PAYING  THEM  TO 

WORK? 


Your  factory  foreman  is  waiting  for  a  part 
from  Atlanta. 

Your  Vice-President  in  charge  of 
Research  is  waiting  for  a  report  to  arrive  from 
Seattle. 

And  your  President  is  waiting  for  prog- 
ress reports  from  all  of  the  above. 

Today,  it's  a  good  bet  that  everybody  in 
business  is  waiting  for  something  to  arrive 
from  somewhere. 

And  the  cost  in  lost  time  and  delayed 
projects  is  astronomical. 

It's  also  unnecessary. 

Now  that  the  Federal  Express  system  is 
in  place,  and  overnight*  door-to-door,  coast- 
to-coast  delivery  service  is  a  reality,  there's  no 
reason  for  anyone  to  wait  for  anything  ever 
again. 

And  many  firms  are  now  using  us  on  a 
regular  basis. 

For  instance,  a  company  of  Naval 
Architects  in  Newport  News,  sends  blue- 
prints to  shipyards  all  over  the  country  by 
Federal  Express. 

They  could  send  them  by  cheaper,  slower 
means  but  each  clay's  delay  could  mean 
that  the  ship  builder  would  have  to  pay  costly 
overtime  or  a  $10,000  penalty  for  a  ship's  late 
delivery.  Maybe  we  could  save  you  some 
money,  too. 

You  can  remove  the  cost  of  waiting  from 
your  company  right  now  by  simply  sending 
out  a  memo  to  this  effect:  "Next  time  they  tell 
you  you'll  have  to  wait  for  something,  tell 
them  to  send  it  Federal  Express." 

The  increase  in  efficiency  and  pro- 
ductivity will  more  than  offset  the  cost.  Our 


prices  start  at  only  $19  including  pick-up  and 
delivery  which  is  far  cheaper  than  paying 
people  to  wait. 

And  the  image  you'll  create  by  being  "the 
company  who  waits  for  nothing"  could  give 
you  the  edge  over  the  competition. 

Call  us  toll-free  at  800-238-5355.  In  Ten- 
nessee, call  800-542-5171.  And  see  what  it's 
like  not  to  have  anyone  in  your  company  wait- 
ing for  anything. 

It  could  change  everything. 


'  Monday  through  Friday.  Saturday  delivery  by  special  request  at  an  additional  service  charge.  ©  1980  Federal  Express  Corporation^.  All  services  are  subject 
to  the  current  Federal  Express  Corporation^  Service  Guide. 

FEDERAL  EXPRESS 

WHY  WAIT  WHEN  YOU  DON'T  HAVE  TO? 


For  a  copy  of  our  latest  annual  report  please  write  to:  Mr.  Daniel  N.  Copp,  RO.  Box  727,  Dept.  :571,  Memphis,  TN  38194 


The  meltdown  in  uranium  prices 


Uranium  producers  were  confident  they  could  ride  out  the  gloom  from  Three  Mile 
Island.  But  the  slide  has  begun,  with  prices  plummeting  to  their  lowest  level  in  five 
years.  A  major  reason:  Cash-hungry  utilities  are  selling  off  inventory  at  distress  prices. 


Price  of  uranium  (dollars  per  pound) 


Three  Mile  Island 
March  28 


Source:  Nuclear  Exchange  Corp. 


weather  will  improve  soon.  Many  fore- 
casters whistled  past  the  graveyard  after 
Three  Mile  Island,  thinking  that  political 
fallout  from  the  March  1979  accident 
would  be  short-lived.  Instead,  the  Nucle- 
ar Regulatory  Commission  has  failed  to 
issue  a  single  unrestricted  operating  li- 
cense since  the  accident.  "The  U.S.  has 
14  plants  awaiting  licenses  that  are  effec- 
tively ready  to  run,"  says  George  White 
Jr.,  senior  vice  president  of  Nuclear  Ex- 
change Corp.  (NUEXCO),  which  tracks 
prices  for  the  industry.  "The  price  slump 
is  going  to  be  hurting  the  industry  for  a 
considerable  period,"  says  David  Snow, 
a  leading  uranium  analyst  with  A.G. 
Becker  and  one  of  the  few  who  predict- 
ed the  current  slump.  Adds  Marc  Cohen 
of  Kidder,  Peabody,  "The  outlook  looks 


bad  for  at  least  the  next  half-decade." 

About  45%  of  all  U.S.  uranium  is  pro- 
duced by  oil  companies,  for  whom  it  is  a 
relatively  small  part  of  total  operations. 
These  producers — including  Exxon,  Get- 
ty, Sohio,  Chevron,  ARCO,  Gulf,  Con- 
oco and  Mobil — can  put  exploration  and 
development  on  a  back  burner  and  wait 
out  a  long  slump.  But  they  are  still  feeling 
the  pinch.  For  example,  Anaconda, 
which  is  owned  by  ARCO,  said  in  July 
that  it  is  closing  a  large  mine  employing 
400  workers. 

Less  able  to  withstand  sustained 
losses  are  the  large,  multimineral  com- 
panies for  whom  uranium  is  an  impor- 
tant part  of  total  revenue.  These  in- 
clude United  Nuclear  and  Kerr-McGee, 
and  represent  40%  of  U.S.  output.  They 


The  uranium  shuffle 


With  half  the  nation's  uranium  now  costing  over  $30  a  pound  to  produce,  some 
mining  companies  have  been  closing  their  mines,  buying  cheap  uranium  from 
overstocked  utilities  and  selling  it  at  higher  contracted  prices  to  other  utilities. 
This  uranium  shuffle  began  early  this  year,  when  utilities  realized  that  their 
uranium  inventories  were  full — and  likely  to  remain  so.  A  number  of  them 
then  began  to  liquidate  their  inventories  on  the  spot  market,  sending  prices 
tumbling  in  earnest. 

When  the  price  of  uranium  fell  below  $40,  some  producers  began  to  realize 
they  could  pick  up  the  fuel  from  their  own  utility  customers  for  less  than  the 
cost  of  mining  it.  With  interest  rates  near  20%,  selling  uranium  inventories 
that  wouldn't  be  needed  until  a  later  date  became,  as  one  industry  source  puts 
it,  a  "very  seductive"  way  for  utilities  to  raise  capital. 

Though  interest  rates  have  now  come  down,  certain  utilities  are  still  eager 
to  unload  idle  inventories.  New  Orleans,  La. -based  Middle  South  Utilities 
wants  to  sell  200,000  pounds  of  uranium  at  $35  a  pound  to  raise  capital  for 
Louisiana  Power  &  Light  Co.,  a  subsidiary  facing  delays  on  its  Waterford  3 
nuclear  power  plant.  Says  a  Middle  South  spokesman,  "Louisiana  Power  & 
Light  is  in  a  cash-flow  squeeze,  and  they  need  the  capital  worse  than  they 
need  the  fuel."— Jonathan  Gre&iberg 


are  already  taking  it  on  the  chij 
United  Nuclear,  the  nation's  largest  ij 
dependent  producer,  had  a  drop  of  $3 
million  in  profits  from  its  uranium  ope 
ations  in  fiscal  1980.  It  is  cutting  bac 
production,  and  has  laid  off  700  worke: 
so  far  this  year. 

Kerr-McGee,  another  big  producer, 
also  losing  money  on  uranium.  Ke 
McGee's  uranium  operations  moved  inl 
the  red  in  1979,  posting  a  deficit  < 
$200,000.  "We  haven't  made  any  spc 
sales  this  year,"  complains  nuclear  chit 
Stevens. 

For  the  250  small  companies  whos 
only  business  is  uranium  and  who  ai 
count  for  15%  of  U.S.  production,  th 
current  slump  is  likely  to  prove  fatal 

In  the  Ambrosia  Lake  area  outside  A 
buquerque,  N.M.,  the  head  frames  c 
small  uranium  mines  dot  the  landscap 
like  derricks  on  a  Texas  oilfield.  Ambrc 
sia  Lake  chums  out  50%  of  all  U.S.  uran 
um,  and  it  is  here  that  many  small  ope: 
ations  are  preparing  to  close  their  doors 

Typical  of  the  disappearing  producei 
is  Albuquerque's  tiny  Todilto  Explon 
tion  &  Development  Co.,  which  mine 
and  sells  about  75,000  tons  of  crude  or 
each  year  to  United  Nuclear  and  Home 
stake.  "We  fully  expect  to  be  one  of  th 
casualties,"  says  George  Wamock,  a  ge 
ologist  and  president  of  Todilto. 

A  key  element  in  the  survival  of  corr 
panies  such  as  Wamock's  is  the  grade  c 
ore  they  must  mine  to  make  a  profit.  A 
$43  a  pound,  Warnock  says  he  coul 
profitably  mine  ore  containing  as  little  a 
1.2  pounds  of  yellowcake  per  ton.  Now 
the  company  must  average  3  pounds  pe 
ton.  Unless  prices  turn  up,  Warnoc 
gives  his  company  six  months  to  a  yea 
to  survive.  "The  slump  is  costing  us  th 
future,"  he  says. 

If  prices  continue  to  erode,  the  doo 
will  open  for  foreign  producers  to  grab 
big  chunk  of  the  future  U.S.  market.  Ii 
Australia,  rich  deposits  containing  41 
pounds  per  ton  of  yellowcake  make  i 
possible  to  produce  uranium  at  a  far  low 
er  cost  than  in  the  U.S.  Some  utilities  ar 
already  signing  large  foreign  contracts 
On  July  17,  American  Electric  Power  sai» 
it  contracted  with  two  Australian  comi 
panies  for  4.5  million  pounds  of  uranium 
at  $31  a  pound.  "In  a  bloody  price  wai 
foreign  producers  could  probably  comt 
close  to  closing  the  U.S.  industry  down, 
says  NUEXCO 's  White. 

A  1964  law  mandated  U.S.  utilities  tc 
use  only  domestic  uranium.  But  Con 
gress  has  now  modified  that  law  to  allow 
utilities  to  use  a  gradually  increasinj 
amount  of  foreign  fuel.  This  year,  a  maxi 
mum  of  30%  foreign  uranium  is  permit 
ted,  rising  to  100%  by  1984.  The  US 
now  imports  about  as  much  uranium  a 
it  exports.  The  irony  is  that  utilitie 
seeking  to  cut  reliance  on  OPEC  oil  coulc 
find  themselves  trading  one  form  of  en 
ergy  dependence  for  another.  ■ 
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nginthe'80s. 


The  Williams  Companies  invested  over  half  a  billion  dollars  during  the 
70s  to  become  a  resource-rich  energy  company. 
During  this  period,  Williams  Exploration  Company  was  built  from 
scratch  into  a  very  successful  oil  and  gas  exploration,  development  i 
transportation  firm  with  substantial  production  and  an  enviable 
inventory  of  undeveloped  leases. 
Williams  Pipe  Line  Company  has  owned  and  operated  the  world's 
largest  independent  common  carrier  petroleum  pipeline  system 
for  15  years,  but  major  expenditures  during  the  70s  lengthened  its 
system  to  8,500  miles,  increased  capacity  and  broadened  service 
lines  to  enhance  its  leadership  position. 
In  1977,  Williams  acquired  a  27.5  percent  interest  in  Peabody 
Coal  Company,  the  largest  coal  producer  in  the  United  States. 
Peabody's  proven  reserves  are  almost  9  billion  tons,  and 
Williams'  interest  equates  to  90  tons  of  coal  reserves  for 
each  share  of  Williams'  common  stock. 
But  Williams  Is  more  than  an  energy  company.  Williams  also 
invested  over  three-quarters  of  a  billion  dollars  during  the'70s  to 
strengthen  its  fertilizer  and  metals  businesses,  achieving  strong 
leadership  positions  in  these  two  essential  industries,  as  well. 


Leadership,  along  with  corporate  balance  and  increased  earnings  make  "Williams  worth 
watching  In  the  '80s.''  Learn  more  about  Williams  (WMd-NYSE)  by  writing  L.  R.  Francisco, 
manager-Investor  relatlohs,  The  Williams  Companies,  One  Williams  Center,  Tulsa,  OK  74172. 


WILLIAMS 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

Agrlco  Chemical  Company  •  Williams  Exploration  Company  ■  Williams  Pipe  Line  Company  ■  Edgcomb  Metals  Company 


i, 


If  you  think  your  premiums 
are  paying  for  your  competitors'  losses, 


check  with  the  leader. 

Controlling  insurance  costs  can  go  a  long  way  toward  improv- 
ing the  bottom-line  results  of  your  company.  As  the  worlds 
leading  broker,  Marsh  &  McLennan  can  help  you  develop  the  most 
cost-effective  method  of  administering  your  risk  management 
program. 

We  can  identif  y  the  areas  of  coverage  where  your  loss  experi- 
ence is  better  than  the  average  for  other  companies  in  your  industry 
— and  develop  loss-sensitive  programs  based  on  your  loss  history 


that  give  you  credit  for  the  quality  of  your  operations  and  improve 
your  cash  flow.  So  you  don't  pay  for  your  competitors'  poor  loss 
records. 

Improving  your  loss  record 

High  loss  ratios  not  only  ultimately  increase  insurance  costs, 
but  interfere  with  your  company's  productivity  as  well.  M&M  Protec- 
tion Consultants,  our  loss-control  specialists,  develop  hazard-control 
programs  that  are  effective  in  reducing  losses  and  which  lead  to 
lower  insurance  premiums. 

When  a  loss  does  occur,  we  can  help  you  settle  the  claim 
through  the  most  advantageous  claims  management  plan. 

More  ways  to  control  costs 

Marsh  &  McLennan  can  help  you  reduce  your  fixed  premium 
costs  in  other  ways,  too.  For  example,  we  can  analyze  your  level  of 
risk  retention  and  recommend  appropriate  deductibles  or  risk- 
retention  levels. 

Altogether,  Marsh  &  McLennan  has  the  people,  organization, 
experience  and  negotiating  power  in  the  insurance  marketplace  to 
provide  the  most  cost-effective  coverage  for  all  your  company's  assets. 
For  more  information  on  controlling  your 


,    .  •       r  / '  Alternative 

company s  insurance  costs,  write  tor  a  copy  ot  our  booklet    Insiiranca measnres 
"Alternative  Insurance  Measures"  to:  Mr.  Robert  Clements, 
President,  Marsh  &  McLennan,  Incorporated,  checkwiththeieader 
Dept.  10FB,PO.  Box  839,  Radio  City  Station,  New  York, 
NY*  10101. 

When  it  comes  to  insurance,  come  to  the  leader. 
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D 1980.  Marsh  &  McLennan.  Incorporated 


Statistical  Spotlight 


Five  dollars  nowadays  won't  get  you  a  box  seat  and  a  bag  of  peanuts 
at  most  ball  parks,  but  it  will  still  buy  you  one  share  of  common  stock 
in  any  one  of  56  Big  Board  companies  and  leave  you  with  change. 
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To  the  showers 


Losers,  yes.  Most  of  the  56  stocks  listed  below,  all 
selling  under  $5,  are  not  of  institutional  quality  and 


cannot  be  margined.  But  most  of  these  companies 
will  survive  for  a  comeback  in  another  season. 


Company 


Recent 
price 


Price 
range 
1970-80 


Latest 
12-month 
earnings 
per 

share 


Price/ 
earnings 
ratio 


Tangible 
book 
value 
per 
share1 


Tangible 
book/ 
price 


Industry 


Institutional  Investors  Trust  1  7s 

Lehigh  Valley  Industries  1 '/« 

First  Pennsylvania  Mortgage  Trust  1  % 

BT  Mortgage  Investors  1 7/a 

Southmark  Properties  2 


197s-  7b  2  d$1.36  def  $0.11  0.10  Real  estate  investment  trust 

8V2-  72  d2.38  def  neg  NM  Multicompany 

305/8-178  3  dl.40  def  0.50  0.36  Real  estate 

3478-1    3  d0.56  def  1.29  0.69  Real  estate  investment  trust 

3974-1  d0.10  def  2.27  1.14  Real  estate  investment  trust 


Telex 
Aileen 
Ailenl 


National  Homes 
Winnebago 
GMR  Properties 
Mobile  Home  Industries 
Itel  Corp 


274  3878-17.  d0.04  def  4.72  2.10  Building 

27.  48    -17.  d0.68  def  3.02  1.34  Mobile  homes 

27s  217i-l    3  d0.28  def  2.21  0.93  Real  estate  investment  trust 

27s  333/4-172  0.21  11.3  1.81  0.76  Mobile  homes 

27.  3772-178  d  19.72  def  neg  NM  Leasing 


Elixir  I 
Genesi 
DMP 
Berltev 


Republic  Mortgage  Investors 
Ronson 

Texfi  Industries 
Pueblo  International 
Arctic  Enterprises 


274  237s-  72  0.10  27.5  4.34  1.58  Real  estate  investment  trust 

27.  107s-172  0.07  39.3  4.79  1.74  Electrical  equipment 

27.  6772-274  d4.31  def  7.71  2.80  Textiles 

27s  237»-27«  0.85  3.4  7.02  2.44  Groceries 

3  4572-174  d3.67  def  6.90  2.30  Snowmobiles 


LLCC, 
Feddet: 
Satejit 


GF  Business  Equipment 
JW  Mays 

ICN  Pharmaceuticals 

Pier  1  Imports 

South  Atlantic  Financial 


3  1478-27s  d0.28  def  15.49  5.16  Office  equipment 

3  3272-27.  0.08  37.5  13.29  4.43  Retail 

3Vh  3678-174  d0.90  def  0.54  0.17  Ethical  drugs 

37s  307s-l  d  1.36  def  0.29  0.09  Retail 

37s  2572-174  d  1.91  def  3.57  1.14  Real  estate  investment  trust 


Nation 
Pfflid: 
lite 
F&MS 
Uniroy 

Chock 

Jewelci 
State  ^ 
Talley; 
Adams 

Amen; 
'Crowd 
House, 


Tri-South  Investments 
Bobbie  Brooks 
UMET  Trust 
United  Park  City  Mines 
Farah  Manufacturing 


37s  3474-  72  0.71  4.4  6.28  2.01  Real  estate  investment  trust 

37.  2172-1  d  1.16  def  7.89  2.43  Apparel 

374  337s-  7s  d0.93  def  1.58  0.49  Real  estate  investment  trust 

374  672-17s  0.13  25.0  3.29  1.01  Mining 

33/8  4974-274  0.35  9.6  2.61  0.77  Apparel 


Midland  Mortgage  Investors  Trust        37s  1872-1  1.05         3.2        2.04         0.60     Real  estate 

SteegoCorp  372  SV2-V/1  0.66         5.3        6.14         1.75     Auto  parts 

Superscope  372  4078-378  d6.71         def       14.74         4.21  Electronics 


ahdard  &  Poor's.  28  year  pri 
fit.    neg:  negative.     NM:  Not 


■Formerly  known  as  Diversified  Mortgage  Investors     5 Latest  13- month  earnings 
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Sxcuse  us  if  we  drop  into  sports- 
page  lingo  here.  It  seems  appropri- 
ate, though,  in  view  of  the  sport- 
ig  character  of  most  of  these  stocks, 
'hy  run  the  list  of  losers,  then?  Well, 
isers  can  become  winners,  as  every  fan 
the  Houston  Astros  can  testify.  A  few 
these  56  under-$5  stocks  almost  cer- 
inly  will  become  winners.  A  fair  num- 
ix  will  if  the  early  summer  rally  turns 
to  a  full-fledged  bull  market. 
The  name  of  the  game  is  leverage: 
'hen  a  cellar-dweller  makes  its  move,  a 
zable  percentage  gain  results  from  a 
irge  of  just  a  few  points.  Stocks  selling 
r  under  $5  are  too  risky  for  most  insti- 
itional  investors  and  usually  cannot  be 
irehased  by  individual  speculators  on 
argin.  But  when  a  stock  breaks  out  of 
3  low-price  slump  it  can  gain  additional 
ice  strength  from  the  demand  of  insti- 
tions  and  margin  buyers. 
Just  a  few  years  ago  many  of  the  securi- 
;s  on  our  roster  were  real  champs.  Or  at 
ast  they  looked  like  champs  if  you 
ent  only  by  their  price  momentum, 
ost  of  these  stocks  were  selling  at  earn- 


ings and  book  value  multiples  that  were 
right  out  of  the  ball  park.  As  a  group 
these  stocks  are  now  down  36%  to  96% 
from  their  ten-year  highs. 

Twelve  are  real  estate  investment 
trusts.  Not  one  of  the  real  estate  invest- 
ment trusts  on  our  list  is  presently  pay- 
ing out  a  cent  in  dividends.  The  list  also 
contains  several  companies  in  the  auto- 
motive, mobile-home  and  grocery  indus- 
tries. A  turnaround  in  any  of  these  indus- 
tries is  quite  possible. 

The  cellar  dwellers  are  not  income 
stocks.  In  fact,  only  Steego,  Adams  Drug, 
Adams-Millis,  House  of  Fabrics  and  Bor- 
man's  are  currently  paying  dividends. 
The  Borman's  dividend  seems  to  have  as 
much  chance  of  lasting  as  a  tired  right- 
handed  relief  pitcher  facing  Reggie  Jack- 
son with  the  bases  loaded  and  no  one  out 
in  the  bottom  of  the  ninth.  Unlike  Reg- 
gie Jackson,  Borman's,  a  grocery  chain, 
earned  only  1  cent  a  share  during  the  last 
12  months. 

Thirty-two  of  our  cellar  dwellers  are 
running  in  the  red  and,  unless  they  clean 
up  their  acts  soon,  some  of  them  might  be 


headed  back  to  the  minors  or  released 
outright.  Itel  lost  $  1 9.72  a  share  in  the  last 
12  months.  Superscopc  hasn't  had  a  win- 
ning quarter  since  the  third  quarter  of 
1977,  and  American  Motors,  the  smallest 
domestic  automaker,  lost  almost  $85  mil- 
lion in  its  fiscal  third  period. 

History  proves  that  some  of  the  cellar 
dwellers  will  approach  their  former  highs 
and  again  become  first-division  contend- 
ers. One  thing  is  certain — you  cannot  go 
much  lower  than  the  basement.  Even  a 
return  to  book  value  would  represent  a 
sizable  appreciation  for  most  of  these 
stocks.  White  Motor,  for  example,  could 
double  and  would  still  be  selling  at  a  60% 
discount  from  book. 

Feel  like  a  whirl  in  stocks  like  these?  A 
word  to  the  wise  then:  Buy  a  batch  of 
them,  not  just  one.  For  about  $5,000  or  a 
bit  more,  you  could  buy  100  shares  each 
of  20  of  these  stocks.  Then,  if  some  go 
bust  you  will  have  plenty  of  others  with  a 
chance  to  bail  you  out.  A  dart  board  is  as 
good  a  way  as  any  to  pick  20.  Or,  hell,  for 
less  than  $20,000  you  could  buy  100 
shares  each  of  all  56.— Steve  Kichen 


Latest 

Tangible 

12-month 

book 

Price 

earnings 

Price/ 

value 

Tangible 

Recent 

range 

per 

earnings 

per 

book/ 

Company 

price 

1970-80 

share 

ratio 

share1 

price 

Industry 

Telex 

3'/2 

317/s-  7/8 

$  0.08 

43.8 

$  3.31 

0.95 

Computers 

Aileen 

3% 

29'/2-l3/8 

0.58 

6.5 

7.76 

2.07 

Apparel 

Arlen  Realty  &  Development 

3% 

24% -1 

d  1.42 

def 

neg 

NM 

Real  estate 

Borman's 

3% 

14%-lVs 

0.01 

NM 

11.16 

2.98 

Groceries 

North  American  Mortgage  Investors 

3% 

36y8-2y8 

d0.36 

def 

5.23 

1 .39 

Real  estate  investment  trust 

Adams  Drug 

37/s 

26%-l%  2 

0.62 

6.3 

7.09 

1.83 

Drugstores 

Elixir  Industries 

37/o 

39  -2 

d0.52 

def 

8.57 

2.21 

Mobile  homes 

Genesco 

37/s 

39''/4-2% 

0.37 

10.5 

neg 

NM 

Retail 

DMI4 

4 

32%-  7/s 

d0.29 

def 

7.89 

1.97 

Real  estate  investment  trust 

Berkey  Photo 

4'/s 

26%-l7/s 

0.63 

6.5 

4.66 

1.13 

Recreation 

Kroehler  Manufacturing 

4'/s 

47'/4-3'/4 

d  13.07 

def 

14.03 

3.40 

Furniture 

LLC  Corp 

4'/8 

22%-iy* 

0.05 

NM 

3.31 

0.80 

Finance 

Fedders 

4l/4 

50  -2'/2 

d3.84 

def 

2.16 

0.51 

Appliances 

Safeguard  Industries 

4% 

NA 

d0.59 

def 

5.66 

1.33 

Auto  parts 

Sambo's  Restaurants 

4'/4 

24%  -2% 

d  6.26 

def 

2.47 

0.58 

Fast  foods 

National  Tea 

4% 

14%-2 

0.84 

5.2 

7.22 

1.65 

Groceries 

Pamida 

4% 

24%-2y2 

0.37 

11.8 

7.10 

1.62 

Retail 

White  Motor 

43/8 

32% -3% 

d  1.48 

def 

23.78 

5.44 

Automotive 

F&M  Schaefer 

4'/2 

59  -2 

d2.32 

def 

neg 

NM 

Brewing 

Uniroyal 

4'/2 

23%^3'/s 

d5.22 

def 

16.89 

3.75 

Automotive 

Chock  Full  O'Nuts 

4% 

107/8-l% 

0.88 

5.3 

3.92 

0.85 

Fast  foods 

Jewelcor 

4% 

377/8-l% 

0.51 

9.1 

11.92 

2.58 

lew  dry 

State  Mutual  Investors 

4% 

28   -  %  3 

0.34  5 

13.6 

7.02 

1.51 

Real  estate  investment  trust 

Talley  Industries 

4s/8 

363/s-4% 

d  1.65 

def 

10.16 

2.20 

Precision  instruments 

Adams-Millis 

4% 

19S/8-l% 

0.60 

7.9 

10.77 

2.27 

Textiles 

American  Motors 

4% 

13%-3% 

d  1.92 

def 

14.22 

2.91 

Automotive 

Growth  Realty  Companies 

47/a 

35    -  % 

d  1.15 

def 

7.22 

1.48 

Real  estate  investment  trust 

House  of  Fabrics 

47/8 

297/8->3% 

0.49 

9.9 

8.89 

1.82 

Retail 

'Source:  Standard  it  Poor's.  28-year  price  range.  J9  year  price  range.  "Formerly  known  as  Diversified  Mortgage  Investors  s!.atest  13-month  earnings 
d,  def:  deficit    neg:  negative.     NM:  Not  meaningful.    NA:  Not  available. 
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Coca-Cola  Bottling  Co.  of  N.  Y.  s  horror  story  of 
diversification  may  yet  have  a  happy  ending. 


Born  again 
bottler 


By  Steven  Flax 


FACING  UNSMILING  STOCKHOLDERS 
of  the  Coca-Cola  Bottling  Co.  of 
New  York  (1979  sales,  $488  mil- 
lion) at  their  annual  meeting  in  April, 
CEO  Charles  E.F.  Millard  spoke  like  a 
repentant  sinner:  "The  soft-drink  busi- 
ness has  been,  is  and  will  be  the  corner- 
stone of  this  company.  It  is  our  heritage, 
it  is  our  birthright,  it  is  our  very  essence. 
We  appreciate  that  fact  all  the  more  now 
that  we  have  learned  from  the  mistakes 
of  the  acquisition  program." 

Millard  wasn't  kidding.  By  the  begin- 
ning of  this  month,  he  had  stripped  his 
company  back  down  to  the  beverage 
business — bottling  and  wine.  Gone  were 
all  his  leisure,  home  products  and  com- 
munications subsidiaries.  The  cost:  a 
$22  million  second-quarter  writedown. 

In  a  trice,  Millard  undid  the  work  of 
nine  years,  during  which  Coke  of  New 
York  had  diversified  widely.  It  did  so  for 
what  seemed  good  reasons  at  the  time: 
The  threat  of  antitrust  suits  against  ex- 
clusive franchise  territories  were  unset- 
tling Coca-Cola's  bottlers;  also  regula- 
tions on  ingredients  and  packaging  were 
impending.  Moving  gingerly  at  first  it 
bought  Mogen  David  (wine)  Corp.  in 
1970.  Subsequently  it  picked  up  Igloo 
Corp.  (1972),  a  manufacturer  of  insulated 
plastic  beverage  coolers  and  picnic 
chests,  and  the  Franzia  and  Tribuno  win- 
eries (1973).  In  1976  it  bought  the  Delta 
Queen  Steamboat  Co.  Then  came  51% 
of  WLXT-TV  of  Syracuse,  N.Y  (1977); 
and  Jeannette  Corp.  (1978),  a  maker  of 
glass,  china,  plastic  and  candle  products. 
"The  common  thread  in  all  this?"  a 
shareholder  once  asked.  William  J.  Sulli- 
van, the  executive  vice  president,  could 
only  reply  lamely,  "The  consumer." 

No  sooner  had  the  wineries  been  ac- 
quired than  the  Federal  Trade  Commis- 
sion filed  an  antitrust  suit  requiring  the 
divestiture  of  Franzia  because  of  the  Mo- 
gen David  connection.  After  five  years 
of  litigation  and  millions  of  dollars  in  le- 


gal fees,  the  complaint  was  dismissed. 

Meanwhile  the  riverboats  started  leak- 
ing money.  A  new  boat,  the  Mississippi 
Queen,  began  having  shakedown  prob- 
lems. Travel  agents  were  warning  cus- 
tomers off  the  cruises.  Although  they 
were  profitable  until  1976,  the  steam- 
boats lost  $3.8  million  in  1977  and  an- 
other $1.9  million  in  1978. 

Millard  admits  that  Coke  of  N.Y.'s 


Coke  of  N.Y.'s  Millard 

Happiness  in  his  own  backyard. 

management  couldn't  really  get  control 
of  the  riverboat  division.  He  says,  "We 
didn't  deal  with  their  problems  well." 

Jeannette  was  the  worst  disaster. 
Much  of  its  china  was  sold  to  supermar- 
kets for  resale  at  low  prices  as  promo- 
tional items.  But  no  sooner  had  Coke  of 
N.Y.  acquired  Jeannette  than  the  super- 
markets shifted  their  promotion  strategy 
to  "double  value"  coupons.  Jeannette's 
outlets  dried  up.  At  the  same  time  two 
competing  glass  manufacturers  went  out 
of  business  and  flooded  the  market  with 
goods  at  distressed  prices  that  Jeannette 
couldn't  match.  After  15  straight  years  of 
profitability,  it  turned  in  a  $5  million  loss 
in  1979. 

All  this  has  taken  a  heavy  toll.  Since 
the  acquisitions  started,  net  profit  mar- 


gins have  been  cut  by  half.  The  nearly  2 
million  shares,  which  sold  at  lO'/i  i 
1977,  slumped  to  as  low  as  37n  this  yeq 
(the  Coca-Cola  Co.  owns  only  9.5% 
Long-term  debt,  $1.1  million  in  197; 
had  grown  to  over  $92.4  million  by  yea 
end  1979,  when  total  debt  far  exceede 
net  worth.  The  bottom  line:  Coke  a 
N.Y.  is  now  making  3  cents  on  the  dolla 

The  diversification  program  wa 
thrown  into  reverse.  In  April,  the  rive 
boats  were  spun  off  to  shareholders,  wit 
Coke  of  N.Y.  absorbing  all  but  the  corri 
pany's  maritime  debt  and  setting 
afloat  with  over  $14  million  in  workirj 
capital.  The  Syracuse,  N.Y.  TV  station  : 
being  sold  to  North  American  Broadcas 
ing  Co.,  which  already  owns  49%.  Thei 
late  last  month,  Millard  took  the  fina 
step:  Coke  of  N.Y.  discontinued  the  [ear 
nette  operation,  took  a  $22.6  milliq 
writedown  and  a  $19  million  secoiu 
quarter  loss.  The  common  dividend  wa 
cut  from  1 1  cents  quarterly  to  4,  anj 
Coke's  top  management  took  a  21%  cij 
in  pay  (Millard's  was  cut  40%). 

Millard  even  got  rid  of  Igloo,  his  pnz 
acquisition,  to  Anderson,  Clayton  &  C 
for  $50  million  cash.  Why  sell  a  compan 
whose  sales  were  growing  twice  as  fas 
as  bottling?  "We  couldn't  afford  to  fun] 
both  properly,"  says  Millard.  "We've  pu 
our  money  into  the  soft-drink  and  win 
division." 

Now  Millard  can  turn  his  undivide 
attention  to  the  bottling  division,  when 
he  has  the  largest  franchise  in  the  U 
serving  over  24  million  people.  In 
Northeast,  where  Coke  of  N.Y.  gets  80^1 
of  its  revenue,  the  company  has  expanC 
ed  its  market  share  about  20%.  Th 
Pepsi  challenge,  which  savaged  the  Cok 
bottling  franchise  in  Dallas,  for  exampl 
has  been  notably  weak  here. 

Millard  has  plenty  of  problems  in  hi 
bottling  business,  however.  New  bottl 
laws  in  some  of  his  areas  are  raising  th 
costs  of  handling  returnable  container: 
and  sugar  prices  have  been  soaring.  Bl 
even  under  this  pressure,  New  Yorj 
Coke's  unit  volumes  for  both  soft  drink 
and  wine  are  growing  at  a  respectabl 
10%.  First-half  earnings  from  the  con 
tinuing  operations  ran  just  about  eve! 
with  last  year's,  and  now  they'll  no  lonjj 
er  have  to  carry  losing  divisions. 

As  Millard  gets  his  hands  on  mor 
high-fructose  corn  sweetener,  cost  pre 
sures  should  moderate.  Here's  the  re? 
irony:  Two  years  ago  the  FTC  finalll 
brought  the  long-awaited  antitrust  ao 
tion  against  Coca-Cola's  practice  c 
granting  exclusive  territories  to  it 
bottlers.  In  early  July,  however,  Congres 
ruled  in  Coke's  favor.  One  of  the  mail 
reasons  behind  the  diversification  haj 
disappeared. 

Now  it  should  be  interesting  to  watc 
New  York  Coke  flex  its  considerabl 
marketing  muscle,  unfettered  for  th 
first  time  in  the  bottling  business.  ■ 
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Close  Look 

at  the 


Philippines 


"Before  I  came  here,"  he  said,  "I 
thought  Filipinos  would  look  and  talk  like 
Americans,"  He  had  read  once  that  the 
Philippines  was  branded  as  the  "Wild 
West  of  the  East." 

The  blurred  image  that  the  Philippines 
presents  to  a  few  Western  observers  may 
be  due  to  their  lack  of  perspective  or  in- 
sufficient background  knowledge.  They 
are  baffled,  for  one,  by  the  stability  of  the 
leadership  of  President  Ferdinand  E,  Mar- 
cos since  the  declaration  of  Martial  Law 
eight  years  ago.  while  other  Asian  lead- 
erships have  been  toppled,  ruined,  or  en- 
dangered by  opposing  political  forces 

On  the  other  hand,  there  are  those  who 
are  able  to  see  the  Philippines  with  the 
proper  focal  point.  Placing  in  context  such 
items  as  the  country's  industrial  estates, 
mass  housing  programs,  developed  su- 
perhighways, irrigation  and  hydro-electric 
proiects,  and  agricultural  experimenta- 
tions, they  are  impressed  by  the  Philip- 
pines' fast  economic  growth. 

To  provide  foreign  observers  with  an 
obiective  picture  of  the  Philippine  econo- 
mic situation,  it  is  necessary  to  see  trends 
and  developments  in  encapsulized 
summation  vis-a-vis  the  long-term  goals  of 
the  government. 

Economic  Trends 

As  m  other  developing  nations,  econo- 
mic growth  in  the  Philippines  remains 
sensitive  to  external  conditions,  particu- 
larly the  upward  trend  of  world  crude  oil 
prices 

Inflation,  which  has  been  giving  the 
world's  economic  planners  nightmares, 
was  the  dominant  issue  in  the  first  quarter 
of  1980.  and  Philippine  President  Ferdi- 
nand Marcos  personally  directed  that 
government  efforts  be  focused  on  check- 
ing the  spiralling  inflation  rate 

Statistics  provided  by  the  National 
Economic  and  Development  Authority 
(NEDA)  showed  that  the  consumer  price 
index  for  the  first  quarter  ranged  from  23  to 
25  percent  and,  as  expected,  tended  to 
be  higher  in  urban  areas  compared  to  the 
countryside. 

Among  the  more  significant  trends  dur- 
ing the  first  quarter  was  the  decrease  in 
the  country's  balance  of  payments  deficit 
from  $205  million  to  $25  million  over  the 
corresponding  period  last  year.  The  defi- 
cit was  partly  due  to  a  heavy  import  bill 
that  chalked  up  a  $690  million  trade  defi- 
cit. Another  contributing  factor  was  the 
increase  in  oil  prices  which  added  $444 
million  to  the  bill. 


The  manufacturing  sector  registered  a 
sluggish  growth  rate  of  two  percent  com- 
pared to  last  year's  5  2  percent  The  food 
sector's  4.4  percent  growth  rate  was  3  2 
percent  below  last  year  s  level.  There  was 
an  evident  lag  in  the  production  of  textiles, 
wood,  chemicals,  furniture,  and  other 
similar  products.  Manufacturers  blame 
the  siack  in  demand  for  this  deceleration 

The  coconut  industry,  an  export  receipt 
earner,  showed  signs  of  distress,  with  total 
sales  plunging  by  70  percent,  from  $215 
million  to  only  $63  million.  The  sharp  de- 
crease was  brought  about  mainly  by  the 
very  low  demand  for  coconut  products  in 
the  world  market.  Export  of  sugar,  the 
Philippines'  other  principal  foreign  ex- 
change earner,  also  dipped  from  $60  mil- 
lion to  $50  million 

A  general  rise  in  sectoral  prices  was 
noted.  Fuel  was  up  by  34  percent  The 
service  sector's  prices  rose  by  34  per- 
cent. The  markup  in  clothing  was  32 
percent;  fish  products.  53  5  percent— the 
highest;  and  cereals.  27.4  percent 

Goal:  Energy  Self-Sufficiency 

Sales  of  petroleum  products  dropped 
by  248,000  barrels  or  3  5  percent  in 
February,  compared  to  consumption  fig- 
ures for  the  same  month  last  year  Statis- 
tics from  the  Ministry  of  Energy  showed 
that  petroleum  sales  in  February  declined 
to  6  7  billion  barrels  compared  to  seven 
billion  last  year. 

The  drop  in  sales  was  starkly  evident  in 
White'  products  such  as  premium  gaso- 
line, which  fell  to  124,000  barrels;  regular 
gasoline.  197,000  barrels;  kerosene, 
48.000  barrels  and  aviation  gas,  5,000 
barrels 

Industrial  petroleum  fuels,  however 
registered  increases.  Diesel  fuel  sales 


went  up  by  49.000  barrels,  fuel  oil  by 
40,000  barrels,  and  jet  fuel  by  36.000  bar- 
rels, indicating  a  continued  upsurge  in  in- 
dustrial activity.  Sales  of  LPG  or  cooking 
gas  also  rose  by  17.000  barrels 

Principally  because  of  the  oil  crunch, 
from  which  the  country  suffered  consider- 
ably these  last  few  years,  the  government 
has  continually  placed  strong  emphasis 
on  oil  exploration  and  the  search  for 
alternatives  to  fill  the  country's  energy  re- 
quirements The  long-term  goal  is  self- 
sufficiency 

Although  oil  exploration  in  the  Philip- 
pines started  in  the  1800s.  with  the  first 
recorded  oil  well  drilled  in  Cebu  in  1896,  it 
was.  until  recently,  an  intermittent  and 
often  fruitless  endeavor  Only  the  shock- 
waves  caused  by  the  1973-1974  energy 
crisis  shook  the  country  from  the  smug- 
ness brought  about  by  the  erstwhile 
cheap  cost  of  crude  oil.  An  aggressive 
and  systematic  oil  exploration  program 
was  initiated  by  the  government  Similar 
moves  were  also  made  to  develop  geo- 
thermal,  hydroelectric  and  non-fossil- 
based  energy  resources  The  government 
has  since  allotted  vast  areas,  both  on  land 
and  offshore,  for  exploration  by  foreign 
companies  or  consortia  from  the  United 
States.  Europe  and  Japan 

The  effort  paid  off  The  first  strike  made 
the  headlines  in  March  1976  The  gusher 
was  struck  at  Nido  (Central  Philippines), 
and  oil  began  to  flow  early  in  1 979.  By  the 
end  of  the  year,  the  Nido  complex  of  three 
wells  was  producing  40.000  barrels  a  day. 
Other  strikes  have  been  made  at  Matmloc 
and  Cadiao  m  Northwest  Palawan,  and 
the  Cagayan  Valley  basin  Nido  now  pro- 
duces 15  percent  of  the  country's  needs, 
although  it  might  sometime  in  the  future  be 
able  to  reach  the  20  percent  mark 

The  Matmloc  oil  field  will  be  put  into 


President  Marcos  addressing  the  American  Newspaper  Publishers  Association  in  Honolulu 
dispelled  doubts  about  the  Philippines'  eight-year  martiai  law  regime  and  generated  better 
understanding  of  the  posture  between  the  Third  World  and  superpowers 


The  smartest 
Orient^bound  businessmen 
are  lying  down  onthe  job. 


Philippine  Airlines, 
Asia's  first  airline,  intro- 
duces the  last  word  in  Firs t 
Class.  On  the  last  word 
in  747 "s. 

Settle  down 
in  deep,  wide  easy 
chairs  with  specially 
designed  adjustable 
backs  and  unique 
sculptured  headrests  for 
the  most  relaxing  trans-Pacific 
flight  you've  ever  experienced. 

Select  from  choice  Philippine 
and  Continental  entrees.  Or  our 
La  Nouvelle  Cuisine  —  the  new, 
lighter  French  style  of  cooking  that 
has  won  us  a  gourmet  society's 
award  as  the  finest  food  in  the  air. 

Sample  a  distinguished  list 
of  complimentary  French  cham- 
pagne and  wines  or  your  favorite 
cocktail. 

Catch  the  latest  show  on 
our  new  wide-screen  entertainment 
system,  complete  with  custom  stereo 
headphones  and  the  latest  movies. 


Turn  in  for  the  night  in 
one  of  our  14  full-length 
"Sky beds"'  —  the  only  beds 
across  the  Pacific  to 
Manila.  Every  single 
night  of  the  week. 
It 's  our  very  special 
"Cloud-Nine  Service," 
and  the  beds  are  so 
thoughtfully  designed, 
they're  the  only  ones  in  the 
world  certified  for  you  to 
sleep  in,  landing  and 
taking  off. 

When  you 
take  off  trans-Pacific 
on  Philippine  Airlines 
First  Class,  we'll  take  off 


25%  on  your  round-trip  fare! 
How's  that  for  First  Class  treatment? 

And  Philippine  Airlines' First 
Class  wide-body  service  stays  with 
you  throughout  the  Orient  with 
convenient  wide-body  connections  in 
Manila  to  all  the  close-by  business 
and  vacation  capitals  of  Asia. 


Philippine  Airiin 


So  next  time  you're  flying 
First  Class  to  the  Orient  on  business, 
the  first  airline  you  should  think 
of  is  Asia's  first  airline. 

Philippine  Airlines. 

And  take  your  next  business 
assignment  lying  down. 

'Available  in  First  Class  only  lor  a  nominal  surcharge 


®  Philippine  Airlines 

First  Class  on  Asia's  first  airline. 


production  some  time  this  year  following 
successful  drill  stem  tests  at  Matmloc  2 
last  March  9.  The  country's  test  gusher  will 
be  producing  7.000  barrels  of  high  quality 
crude  daily.  At  this  rate,  the  daily  produc- 
tion of  the  Matmloc  field,  including  that  of 
the  discovery  well,  Matmloc  1 ,  would  total 
16,000  barrels  a  day.  When  tested  last 
year,  Matmloc  1  had  a  stabilized  flow  rate 
of  9,000  barrels. 

On  January  1,  1979.  the  President 
switched  on  the  country's  first  geothermal 
turbine  in  Tiwi.  Albay  The  geothermal 
plant  is  one  of  four  in  Bicol  The  next  to  be 
put  into  operation  was  in  Laguna,  south  of 
Manila.  About  50  more  geothermal  wells 
were  being  drilled  elsewhere  in  the  coun- 
try by  the  end  of  the  year 

In  theory,  the  Philippines  has  potential 
for  generating  200.000  megawatts  of 
power  in  25  separate  areas,  but  though 
the  government  has  embarked  on  a  crash 
program  to  develop  such  energy  source, 
there  is  little  chance  that  more  than  800 
megawatts  can  be  produced  by  1987 


The  nuclear  power  plant  being  con- 
structed by  W.estinghouse  in  Bataan 
should  be  able  to  produce  620  megawatts 
when  it  is  swtiched  on  in  1983,  provided  it 
can  still  stick  to  the  original  timetable. 
Hydroelectric  power  supply  is  also  under- 
going expansion  With  the  Pantabangan 
Dam  in  Central  Luzon,  the  Magat  Dam  in 
Isabela  and  the  Jalaur  Dam  m  Panay,  the 
country  will  definitely  be  taking  a  step 
nearer  energy  self-sufficiency 

Alcogas  and  Cocogas 

Two  distilleries  are  being  planned  to 
produce  alcogas  -a  fuel  mix  of  sugar- 
cane, cassava  and  alcohol  developed  by 
Filipino  scientists.  With  10  distilleries  in 
operation  by  1966,  an  annual  alcogas  pro- 
duction of  304  million  liters  could  be 
attained,  according  to  government  plan- 
ners. In  February,  the  President  issued  an 
executive  order  forming  an  Alcohol  Com- 
mission to  start  production  of  alcohol  for 
blending  with  gasoline.  In  another  move  to 


Mrs  Imelda  Romualdez  Marcos,  the  First  Lady 
of  the  Philippines,  concurrently  governor  of 
Metropolitan  Manila  and  Minister  of  Human 
Settlements 


Allied  Bank 


AT  ALLIED  BANK, 
WE  ASSIST  CLIENTS 
GROW  AND  PROSPER. 
THAT  IS  WHY  WE 
LIKEWISE  GROW. 

INTERNATIONAL  OFFICES 

SUBSIDIARY  OFFICE: 
ALLIED  CAPITAL  RESOURCES  LTD. 

A  wholly-owned  subsidiary  of  Allied  Banking  Corporation. 
SUITE  911  NEW  WORLD  TOWER,  16-18  QUEENS 
ROAD  CENTRAL,  HONGKONG  •  TEL  NOS.  5-210421/6 
CABLE  ADDRESS:  CAPSOURCf  •  TELEX:  75694  ABANK  HX. 

REPRESENTATIVE  OFFICES: 

LONDON  -  131/133  CANNON  ST,  2nd  FLOOR  LONDON 
EC4N  5BL  •  TELS.  NOS.  (01)  626-4946,  (01)  626-49-47 
BAHRAIN  -  11/F  BAHRAIN  TOWER,  GOVT.  ROAD,  MANAMA 
P.O.  BOX  20493  TELEX:  93^3  ALLIED  BN  •  TEL.  NO  23-14-45. 


-Grow  With  Allied  Bask" 


A 1 1 1*  ■<  I  Banking -Corporation 


There's 
more 

to  us. 


There's  a  world  of  things  we're  helping 
do  something  about  in  one  of  Asia's  « 
fastest  developing  countries.  1 

Traders  Royal  Bank  provides  a  broad 
spectrum  of  banking  services  ranging 
from  ordinary  remittances  to  import  and 
export  documentary  credits;  from  regular 
discounting  lines  to  Central  Bank 
rediscounting  facilities;  from  personal 

investment  trusts  to  company  pension     ^^^^  1HHI  '^^^^  ^^^^  IBB! 
plans  Ask  us  about  our  term  loan     ^^^m.  ^^^B  wBmk  ^^^^ 

capabilities  or  foreign  loan  guaranty     ^^^m  w^^mM  ^^^B1  wlw^A 
situations,  and  our  wealth  of  experience  in     |HH^  ^^Hl  ppi^ 
opening  trade  and  business  opportunities.     m^mk.  9^ 

TRADERS  ROYAL  BANK  = 

Kanlaon  Towers  Bldg.,  Roxas  Blvd.,Pasay  City,  Metro  Manila  •  Tel.  57-30-61  I 
Cable  Address:  TRACOBANK  Telex:  ITT  0051,  Eastern  3254  | 


Our  involvement 
is  as  varied  as 
the  many  aspects 
of  Philippine 
economic  and 
social  life. 


MEMBER  PDIC 


boost  alcohol  production,  the  government 
guaranteed  prospective  investors  a  mini- 
mum 5- 1 0  percent  profit  margin  in  the  pro- 
duction of  alcohol  for  fuel.  This  guarantee 
would  be  in  addition  to  other  incentives 
which  are  now  being  extended  to  pioneer 
and  priority  projects  by  the  Board  of  In- 


vestments. 

Barely  a  monthJater,  government  scien- 
tists reported  success  in  extracting  a 
gasoline-like  liquid  from  ordinary  coconut 
oil  which  they  have  named  "cocogas  "  It  is 
to  be  road-tested  shortly  by  the  National 
Institute  of  Science  and  Technology.  Initial 


tests  on  the  cocogas  showed  qualities 
similar  to  gasoline,  according  to  the  NIST 

Parliamentary  Bills 

Just  before  it  adjourned  last  March  28 
for  the  Holy  Week  recess,  the  Batasang 
Pambansa  (Parliament)  enacted  several 
major  bills,  notable  of  which  were  the  Um- 
bankmg  Act  and  the  new  Labor  Code 

The  Unibankmg  Act  amended  the 
General  Banking  Act,  Savings  and  Loans 
Association  Act,  the  Private  Development 
Banks  Act,  the  Charter  of  the  Develop- 
ment Bank  of  the  Philippines,  Rural  Banks 
Act,  Investment  Houses  Law  and  the  Cen- 
tral Bank  Act 

Among  others,  the  revisions  impose 
restrictions  on  the  grant  of  long-term  loans 
by  commercial  banks,  expand  the  author- 
ity of  savings  banks,  allow  rural  banks  to 
form  national  networks.  sub|ect  lending 
associations  to  regulation  by  the  monetary 
board,  and  classify  banking  institutions 
into  general  categories  for  purposes  of 
uniformity,  simplicity,  and  equality  of  treat- 
ment. 

A  consolidated  version  of  two  bills,  the 
new  Labor  Code,  makes  unfair  labor  prac- 
tices a  criminal  offense  and  strengthens 
the  right  of  workers  to  self-organization 
and  free  collective  bargaining  Under  the 
old  Code,  Presidential  Decree  442.  unfair 
labor  practice  constituted  only  an  admin- 
istrative offense 

Management  objection  to  the  bill  was 
mainly  that  it  was  a  violation  of  the  policy 
which  promotes  voluntary  arbitration  and 
the  principle  of  collective  bargaining.  Cer- 
tain provisions  of  the  code  were  also  claim- 
ed to  be  discriminatory  to  employers. 

Transport  System  Overhaul 

In  early  1980  the  government  allocated 
P4 .5  billion  for  the  overhaul  of  the  trans- 
portation system  in  Metro  Manila  This 
undertaking  includes  the  improvement  of. 
existing  road  networks  and  the  acquisition 
of  modern  facilities  for  mass  transit. 

Negotiations  with  a  Belgian  consortium 
to  construct  a  15-kilometer  Light  Rail 
Transit  System  (LRT)  along  Rizal  and  Taft 
Avenues  are  in  the  final  stage  This  pro- 
ject, which  is  expected  to  be  operational 
by  late  1983  or  early  1984,  may  cost  more 
than  P2.4  billion.  The  rail  system  is  ex- 
pected to  decongest  traffic,  ease  air  pollu- 
tion and  save  on  fuel  consumption. 

In  a  related  development,  the  Ministry 
has  been  seeking  presidential  approv- 
al for  the  creation  of  a  mass  transit 


"We  speak  the  language 
of  money  internationally." 


If  your  financial  requirements  take  you  halfway  around  the 
globe,  you  need  a  good  speaker.  One  that  speaks  your 
language.  And  that  of  the  international  market. 

Land  Bank  is  quickly  earning  a  reputation  for  being  a 
competent  speaker.  Backed  with  a  depth  of  resources, 
massive  financial  strength,  and  an  extensive  network  of 
globe-wide  correspondent  banks. 

Along  with  helping  you  do  things  right  in  the  multinational 
market  places,  Land  Bank  offers  its  various  international 
banking  services  - 

•  export-import  financing      •  foreign  remittances 

•  letters  of  credit  •  foreign  currency  deposits 

•  foreign  exchange  •  travelers  cheques 

Bank  with  us. 

Our  International  Group  with  its  multinational  capabilities 
is  your  best  bet  in  dealing  with  the  world. 

LAND  BANK  OF  THE  PHILIPPINES 

The  Financial  Arm  ot  Agrarian  Reform 
A  Full  Service  Universal  Bank 

Manila  OMIce  6th  Floor.  B  F  Condominium  Adunna  St.,  Intramuros,  Manila  Tels  48-47-51  TO  58 
Makatl  Branch  319  Buendla  Ave  Ext  .  Makati.  Metro  Manila  Tel  85-62-11 
Cable  Address  LANDBANK  •  Telex  RCA  2679  •  Eastern  4045 


Keeping  big  and  small  Industries 
alive  and  growing. 


United  Coconut 
Planters  Bank 
powers 

Philippine 
industries 
to  growth  and 
development 


United  Coconut  Planters  Bank  lives  within 
the  heart  of  the  Philippine  economy. 
Providing  credit  and  other  banking  facilities 
to  sustain  the  growth  of  vital  industries  from 
agro-industrial  projects  to  massive 
construction  efforts,  modern  manufacturing 
and  export-oriented  activities.  Through  a 
nationwide  branch  network  and  worldwide 
correspondent  banking  relationship. 

Talk  to  the  bank  that's  committed  to 
Philippine  economic  growth. Talk  to  United 
Coconut  Planters  Bank.  The  responsive  full 
service  private  commercial  bank. 


Now,  47COCOBANK  branches  nationwide. 

Coconut  Planters  Bank 

The  f  irst  Filipino  private  commercial  bank  with  more  than  350,000  stockholders. 

J  UCPB  Building.  Makati  Ave  ,  Makati.  Metro  Manila  Tel  No  818-8361  Cable  Address  Unibank  P.O.  Box  4230  Telex  No  RCA  23068 
IPAGPATULOY  ANG  KAUNLARAN   MAG-IMPOK  SA  BANGKO 
Member  PHILIPPINE  DEPOSIT  AND  INSURANCE  CORPORATION  (PDIC) 


US.  multinationals  have  found  the  Philippines  hospitable  to 
foreign  investments.  Following  is  a  partial  list  of  prominent  U.S 
multinationals  with  investments  in  the  country 


EXXON 

UNION  CARBIDE 

FIRESTONE  TIRE 

BF  GOODRICH 

MOBIL 

INTL. 

&  RUBBER 

CARNATION 

FORD  MOTOR 

HARVESTER 

PEPSI  COLA 

BURROUGHS 

INT'L  BUSINESS 
MACHINES  (IBM) 

GENERAL 

GOODYEAR  TIRE 
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authority— a  separate  entity  that  will  direct 
the  operations  of  the  Light  Rail  System 
and  other  systems  m  order  to  meet  the 
needs  of  Metro  Manila's  10  5  million  daily 
commuters  It  is  also  expecting  approval 
from  the  Batasang  Pambansa  of  a  national 
transportation  policy  that  will  empower  the 
Ministry  to  head  all  projects  concerning 
transportation,  such  as  the  construction  of 
roads  and  bridges  in  Metro  Manila  by  the 
Ministry  of  Public  Highways. 

Urban  Land  Reform 

The  President  made  another  significant 
move  to  boost  the  urban  land  reform  prog- 
ram when  he  signed  a  deed  of  sale  for  the 
transfer  of  the  Tambunting  estate  to  the 
government  last  Jan  29  About  1.000 
poor  families  living  on  the  estate  benefited 
from  it  Most  of  them  have  resided  there  for 
more  than  20  years,  and  the  assurance  of 
finally  acquiring  titles  to  their  lots  means 
fulfilment  of  their  dreams 

In  a  supportive  move.  Mrs  Marcos,  who 
heads  the  Ministry  of  Human  Settlements 
as  well  as  the  Metro  Manila  Commission, 
requested  for  f»42  million  from  the  national 
government  to  facilitate  the  zonal  im- 
provement program  of  the  place  by  pro- 
viding the  1 1  basic  needs  of  the  commu- 
nity: shelter,  power,  water  food,  econo- 
mic base,  education,  clothing,  medical 
services,  mobility,  sports  and  recreation- 
and  ecological  balance 

Shortly  afterwards,  the  President 
signed  another  deed  of  sale  for  the  ex- 
propriation of  the  Sunog  estate  in  Balut, 
Tondo,  for  more  than  1.700  families. 

The  expropriation  of  urban  landed 
estates  is  not  meant  to  deprive  the  owners 
of  their  private  property  It  is  a  last  re- 
course when  residential  tenants  are  un- 
able to  exercise  their  option  to  purchase 
the  properties  they  are  occupying  The 
urban  land  reform  program  renovates 
blighted  areas  and  improves  the  condi- 
tions of  the  urban  poor  through  systematic 
land  use  and  equitable  distribution  of 
urban  landed  property  The  expropriation 
of  landed  estates  had  been  carried  out  by 
the  government  prior  to  the  proclamation 
of  urban  land  reform  The  expropriation 
concentrated  m  depressed  areas  such  as 
Tondo.  Manila  and  Tatalon  in  Quezon  City 

A  substantial  gam  in  agrarian  reform 
was  also  notched  in  Central  Luzon  when 
some  16.584  farmers  of  113  landed 
estates  received  the  full  ownership  titles  to 
their  lands  Under  the  "Operation  Land 
Transfer "  program  of  Presidential  Decree 
No  27  farmer-tenants  of  rice  and  corn 


INFRASTRUCTURE  DEVELOPMENT 

A  YARDSTICK  OF 
NATIONAL  PROGRESS 

The  70's  -  the  decade  when  the  tide  of  progress  swept  through 
the  Philippines.  Arid  infrastructure  development  was  most 
intense.  As  a  vital  supplier  of  high-quality  cement  and  steel, 
Bacnotan  Consolidated  Industries,  Inc.  became  a  potent  force 
in  the  process  of  growth.  It  forged  ahead  to  validate  its' 
commitment... 

BACNOTAN 

Consolidated  Industries,  Inc. 

'4th  Floor  PHINMA  Bldg.,  166  Salcedo  St.;  Legaspi  Village 
Makati,  Metro  Manila.  Philippine*,  •  MCC  P.O.  Box  1238  • 
Tels.  87-49-06  •  Telex  No.  BACON  PU  4398 

A  solid  commitment  to  help  build  a  strong  nation. 


Let  your  business  take  root 
in  this  promising  side  of  the  world. 


Look  to  the  fast-rising  financial 
capital  of  Asia.  The  Philippines. 

Consider  its  huge  potential.  Highly 
literate.  English-speaking  manpower. 
Cheap  labor  rates.  Abundant 
managerial  expertise.  For  expatriates, 
low  maintenance  and  living  costs  -  the 
.lowest  in  the  region. 


Consider  significant  tax  incentives. 
Clear-cut  ground  rules  for  foreign 
investors.  Guaranteed  repatriation  of 
profits . . .  all  amidst  a  proven  and 
bubbling  economic  climate. 

Consider  the  Philippines.  Bring  your 
business  over.  And  till  some  of  the 
most  fertile  investment  grounds  this 
side  of  the  globe. 


CENTRAL  BANK 

Of  THE  PHILIPPINES 

Manila,  Philippines 
Ttl«.  500-707  •  562  868 
•  504-702 


CORPORATION 

NET  SALES 

TOTAL  ASSETS 

NET  INCOME 

(P000) 

(TO0O) 

(P000) 

MOBIL  OIL 

2.157.440 

482.565 

9  716 

PROCTER  &  GAMBLE 

601  519 

229  719 

32  655 

PEPSICO 

562.244 

416.938 

33  31 1 

FORD 

480  270 

327  038 

25  61 1 

COLGATE-PALMOLIVE 

442  479 

217.156 

70.312 

CARNATION 

332.236 

161  000 

740 

UNION  CARBIDE 

310.566 

156.968 

30  245 

GOODYEAR 

240  028 

1  75.060 

35.175 

BF  GOODRICH 

238.774 

253,524 

30  492 

FIRESTONE 

215,361 

151.378 

29.350 

IBM  PHILS  .  INC 

145  181 

172  369 

25  272 

JOHNSON  &  JOHNSON 

133.455 

103.705 

10  661 

KODAK 

122.758 

81  780 

12  185 

COCA-COLA 

109.204 

114  063 

27  574 

ARMCO 

91.1 17 

201  395 

4  068 

PFIZER 

82665 

48616 

5292 

BORDEN 

80  748 

78.984 

6  632 

EXXON 

77.821 

55.338 

2  409 

KRAFT 

62,062 

36454 

6  535 

NCR 

30  143 

44,918 

1  011 

BRISTOL 

21.509 

31,589 

2  738 

DOW  CHEMICAL 

17,890 

11  479 
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VETERBANK 

Authorized  Government  Depository 

(Section  27.  RA  3518  As  Amended  by  Presidential 
Decree  No  236) 
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Import  and  Export  Financing 
Commercial  Letters  of  Credit 
Foreign  Exchange 
Remittances 
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OF  THE  WORLD 
Member:  PDIC  &  BAP 


VETERBANK 

Ang  Bangko  Nating  Lahat! 

PHILIPPINE  VETERANS  BANK 

A  Bonifacio  Drive,  Port  Area,  Manila 
Cable:  VETERBANK/PHILVETBANK 
P.O.  Box  233C 
TELEX  #  ITT  742-0109 
RCA  72227623 
Tel  489580-89  -  489591  &  92 
(Linking  all  departments) 


agricultural  landed  estates  of  more  than 
seven  hectares  were  deemed  owners  of 
three  hectares  of  irrigated  lands  and  five 
hectares  of  umrngated  land  and  awarded 
a  Land  Transfer  certificate.  Full  ownership 
of  land  transferred  to  farmer-tenants  is 
recognized  upon  completion  of  their  land 
amortizations  with  the  issuance  of  a  final 
Emancipation  Patent 

The  normal  period  of  amortization  for 
the  farmers  would  be  about  15  years 
However,  in  the  case  of  the  16,584  farm- 
ers in  Central  Luzon,  they  were  able  to 
secure  theirs  after  only  seven  years. 
Prompt  payment  of  farmers'  amortizations 
encourages  the  beneficiaries  of  the  agrar- 
ian reform  program.  The  high  repayments 
n  the  estates  may  be  attributed  to  in- 
creased production  and  improved  farm 
technology  and  productivity 

Towards  Industrialization 

The  persistently  dismal  performance  of 
the  world  sugar  market  and.  more  recent- 
ly, the  deteriorating  world  market  value  of 
coconut  oil.  have  upset  the  government's 
drive  toward  agri-business  development, 
particularly  m  those  areas  where  the  pro- 
duction of  these  crops  is  the  principal 
source  of  livelihood.  All  this  makes  it  im- 
perative to  implement  a  package  of  eco- 
nomic programs  designed  to  strengthen 
the  country's  domestic  industrial  and 
agricultural  capabilities  and  in  the  pro- 
cess engage  in  a  thorough  diversification 
of  its  exports 


The  implementation  of  the  1 1  major  in- 
dustrial projects  which  have  been  conser- 
vatively estimated  to  cost  $6  billion  has 
also  been  accelerated 

Contracts  for  the  $350  million  copper 
smelter  plant  have  been  awarded  and 
construction  of  the  plant  that  will  rise  in 
Leyte  province  in  the  Visayas  began  last 
January  Start  of  the  project  has  been 
scheduled  for  early  1983 

Two  companies.  Isuzu  Motors  of  Japan 
and  Maschinenfabnk  Augsburg-Nurn- 
berg  (MAN)  AG  West  Germany,  to  which 
the  diesel  manufacturing  project  was 
awarded,  are  currently  undertaking  the 
detailed  engineering  of  their  plants  Com- 
mercial operation  is  expected  by  next 
year.  Both  plants  will  supply  the  local  truck 
industry's  requirements  for  diesel  engines 
aside  from  deliveries  to  the  export  market 

By  1984  the  government  shall  initiate,  in 
cooperation  with  the  Reynolds  Metals 
Company,  an  aluminum  smelter  project 
At  a  cost  of  $450  million,  the  project  will 
utilize  the  rich  bauxite  deposits  in  the  is- 
land of  Samar. 

In  November  last  year  the  Board  of  In- 
vestments approved  two  downstream 
petrochemical  plants  The  plants— which 
will  have  a  combined  cost  of  $112  8 
million — will  produce  low  density  poly- 
ethylene and  polypropylene.  These  will  be 
operational  by  1983. 

As  the  country's  ASEAN  industrial  proj- 
ect, an  integrated  pulp  and  paper  mill  will 
go  on  stream  by  1984  This  project  will 
cost  about  $400  million. 


Wfe  want  you 
to  take  (comparative) 

advantage  of  us. 


Some  things  you  can  do,  we  can  perhaps  do  better. 

Our  archipelago  is  loaded  with  resources,  both  natural 
and  human.  We  export  copper  and  we  mine  gold.  We  have 
silver,  zinc,  asphalt,  marble,  coal,  limestone  and  clay.  Wood 
and  cane  we  take  for  granted.  Oil  v/e  just  struck  again  the 
other  day.  And  we're  rapidly  becoming  one  of  the  world's 
largest  users  of  geothermal  power. 

Our  labor  force  speaks  your  language— whether  you're 
talking  electronics,  garments  or  car  manufacturing.  English 
is  our  medium  of  instruction.  The  Filipino  worker's  generally 
high  level  of  education  makes  him  adaptable,  easy  to  train 
in  new  skills. 

What's  more,  our  country  is  right  at  the  heart  of  the 
world's  fastest -growing  economic  region,  the  Pacific  Basin. 
We're  strategically  located— whether  you  want  to  reach  your 
markets  faster,  to  transship  your  exports,  or  to  relocate 
your  regional  headquarters. 

Here  are  several  ways  you  can  take  advantage  of  our 
resources,  our  willing  work -hands  and  our  strategic  location: 

ITell  us  what  product  we  can  make  that  is  natural  for 
your  markets.  We  call  this  our  export-product  diversifica- 
tion program.  It  is  meant  to  make  better  use  of  our  riches 
and  develop  products  you  can  sell.  Tell  us  what  you  want. 
How  you  would  like  your  products 
crafted  and  packaged.  Where  your  tech- 
nology or  marketing  expertise  can  help. 
We  are  ready  to  learn,  we  are  willing  to 
work  with  you. 

Together  we  can  uncover  a  whole 
new  world  of  opportunity. 
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2 Use  the  Philippines  as  your  manufacturing  base.  You 
can  go  it  alone  or  tie  up  with  Filipino  entrepreneurs. 
Either  way,  take  advantage  of  our  bond- 
ed-warehouse manufacturing  system.  It 
has  done  marvels  for  the  garments  and 
electronics  industries.  We  let  you  bring 
in  your  raw  materials,  your  machines 
and  your  money.  No  red  tape,  no  taxes, 
no  fuss. 
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for  your  industry.  We  Filipinos  take 
pride  in  doing  little  things  well.  Try  us 
for  size. 

ExProm  Philippines  can  put  you 
in  touch  with  Filipino  subcontractors 
in  metalwork,  in  plastics,  in  electronics 
and  in  woodwork. 

4 Come  in  on  our  transshipment  zones.  You  can  use  our 
transshipment  zones  as  depots  and 
staging  areas  for  your  products  in  transit 
to  final  market  destinations  in  Southeast 
Asia.  In  them,  you'll  find  facilities  for 
secure  storage,  repacking,  labeling  and 
distribution  of  your  products.  Take 
advantage  of  Philippine  geography. 

5 Make  Manila  your  regional  headquarters  in  Southeast 
Asia.  Our  capital  city's  natural  charms  as  a  regional 
center  have  been  enhanced  by  a  special  incentives  package. 
The  multinational  setting  up  headquarters  in  the  Philip- 
pines is  exempt  from  all  forms  of  local  licenses,  fees,  dues 
and  imposts. 

Your  executives  will  find  Manila  a  gracious,  elegant, 
efficient,  friendly  place  to  work  and  live  in.  Office  and 
house  rentals  are  way  below  other  locations  in  Asia,  and  so 
are  costs  for  their  families'  educational,  social  and  leisure 
needs.  (You'll  not  only  love  the  many  things  money  can 
buy.  You'll  love  the  costs  even  more.) 

Communications  are  the  most  up  to  date.  Convenient 
flights  link  the  Philippines  to  capital  cities  in  the  Asia- 
Pacific  region. 

The  multinational  will  find  our  middle-management 
resources  of  high  caliber.  The  services  of  professionals  like 
corporate  lawyers,  computer  techni- 
cians, accountants,  economists,  en- 
gineers, architects  are  readily  available. 
Filipino  secretaries  are  uniformly  effi- 
cient—and pretty.  And  they  all  speak 
your  language.  No  need  to  bring  your 
Berlitz. 

You'll  love  developing  a  relationship  with  us. 


ExProm  Philippines 

MINISTRY  OF  TRADE,  REPUBLIC  OF  THE  PHILIPPINES 

Allied  Bank  Building,  Ayala  Avenue  Cable  address:  MINTRADE  PM 
Makati,  Metro  Manila  Telex:  RCA  22334  DPTPH,  22604  DPTPH 

Telephones:  86-14-11,86-18-11  Globe  MacKay  45467  MINTRADE  PM, 

45466  MINTRADE  PM 


PNB 


Tap  the  growth  potential  of  one  of  the  fastest  developing 
countries  in  the  ASEAN  region.  If  you're  in  the  market  for 
productive  Philippine  ventures,  contact  the  bank  that  knows 
the  Philippines  best.  Philippine  National  Bank,  the  Philippines' 
largest  commercial  bank.  It  can  put  you  in  touch  with 
investment  opportunities  through  its  network  of  183  branches 
located  strategically  throughout  the  islands. 

PNB's  in-depth  knowledge  of  the  local  economy  is 
enhanced  by  direct  access  to  its  international  network. 
PNB  has  representative  offices  in  major  financial  centers  and 
469  correspondent  banks  worldwide. 


PHILIPPINE  NATIONAL  BANK  

The  Bank  on  Wheels 

Escolla,  Manila.  Philippines 

PNB  overseas  offices  and  branches:  103  Cannon  St.,  London  e  Suite  639,5  World  Trade  Center,  New  York  e  Suite  333,  Russ  Building, 
235  Montgomery  St.,  San  Francisco  e  910-911  Melbourne  Plaza  Bldg.  33  Queen's  Road,  Central  Hongkong  e  Rm  801-802  Bangkok 
Bank  Bldg.  18  Cecil,  Singapore  e  3rd  Floor,  Bishop  Trust  Bldg.  1000  Bishop  Street,  Honolulu  e  Gaensemarkt  43  Corner  Dammtorstrasse 
2  Hamburg  e  Rm.  728,  Togin  Bldg.,  4-2  Marunouchi  1-Chome  Chiyoda-Ku,  Tokyo  e  2nd  Floor,  BDN  Bldg.,  Djalan  M  H.  Thamnn, Diakarta 

e  Carlton  Bldg.,  Vijzelstraat  218,  Amsterdam 


Skyline  of  Makati,  Metro-Manila  s  financial  district  and  Asia's  Wall  Street 


The  government  is  now  negotiating  with 
prospective  partners  on  the  technical  and 
engineering  aspect  of  a  $1.4  billion  inte- 
grated steel  proiect.  Already,  studies  are 
being  conducted  to  identify  domestic 
sources  of  raw  materials  such  as  iron  ore 
and  coking  coal.  The  integrated  steel 
complex  is  expected  to  be  operational  by 
1985 

Detailed  engineering  studies  on  the 
$320  million  phosphate  fertilizer  project 
began  this  June.  Negotiations  for  the  joint 
venture  agreements  and  the  supply  of 
phosphate  rock  are  now  being  finalized 
Start  of  the  proiect  is  expected  in  1983. 

The  government  has  also  created  a 
Commission  for  Heavy  Engineering  In- 
dustries to  study  the  establishment  of  a 
heavy  engineering  complex  that  will  con- 
tain, among  others,  a  foundry  to  produce 
large  castings,  a  huge  forge  and  fabricat- 
ing equipment.  The  proiect  will  cost  $100 
million  Negotiations  with  two  West  Ger- 
man companies  have  been  initiated. 

Through  the  United  Coconut  Planters 
Bank,  the  Philippines  has  entered  into  a 
joint  venture  with  a  German  firm  for  the 
manufacture  of  coconut  fatty  alcohol  as 
feedstock  for  biodegradable  detergents. 
This  project  will  enhance  the  value  of 
coconut-based  exports  now  reeling  from 
the  consequences  of  a  slump  in  the  inter- 
national markets.  This  plant  will  be  oper- 
ational by  next  year. 

The  Philippine  Alcohol  Commission  is 
currently  pursuing  an  alcogas  program 
that  will  have  sugar  as  raw  material.  Under 
the  program,  the  use  of  alcogas.  which  is 
20  percent  alcohol  and  80  percent  gaso- 
line, will  be  popularized  with  the  establish- 
ment of  alcogas  plants  and  filling  stations 
in  major  areas  of  the  country. 

Industrialization,  coupled  with  agri- 
cultural development  efforts,  will  consti- 
tute the  government  s  primary  and  prin- 
cipal concern  for  the  rest  of  the  decade 


The  government  is  also  actively  en- 
gaged in  seeking  partners  from  overseas 
to  assist  the  country  in  laying  the  ground- 
work for  a  viable  agri-mdustnal  complex. 

Export  Promotion 

The  promotion  of  exports,  particularly  of 
non-traditional  exports,  will  be  undertaken 
in  a  more  aggressive  manner.  The  export 
sector  has  made  substantial  contributions 
to  narrowing  the  spread  of  the  country's 
balance-of-payments  deficit 

The  Central  Bank  of  the  Philippines  (CB) 
reported  that  based  on  negotiated  ex- 
ports during  January  to  April  this  year, 
earnings  reached  $1,529  billion  repre- 
senting an  increase  of  $431 .5  million,  or  a 
hefty  39.3  percent  over  the  same  period  in 
1979  Should  this  trend  continue,  export 
earnings  are  expected  to  total  $5  billion  by 
the  year's  end. 

The  CB  also  reported  that  for  the  first 
quarter  of  1980.  the  balance-of-payments 
deficit  decreased  to  $15.4  million  com- 
pared to  a  two-month  deficit  in  February  of 
$127  million;  $205  million  in  the  first  three 
months  of  last  year;  and  $570  million  in  the 
whole  of  1979  The  export  sector  has  a 
sizeable  share  in  this  achievement 

The  government,  through  the  Ministry  of 
Trade,  has  embarked  on  the  "Seven  on 
Seven"  export  promotion  scheme  which 
will  aggressively  increase  the  country's 
export  trade.  This  is  a  tightly-coordinated 
program  of  seven  major  export  projects 
and  seven  support  projects.  These  major 
projects  are  in  the  areas  of  export  product 
diversification,  bonded  export  manufac- 
turing; sub-contracting;  transshipment; 
regional  multinational  headquarters  pro- 
motion; a  project  to  promote  international 
gift-giving  involving  Overseas  Filipinos; 
and  the  expansion  of  the  country's  net- 
work of  trade  houses  abroad.  The  support 
projects  shall  cover  such  areas  as  trade 


The  Cultural  Center  of  the  Philippines  built  in 
1969  to  showcase  Philippine  performing  arts. 

information  and  the  training  of  exporters. 

The  linchpin  in  the  successful  imple- 
mentation of  these  projects  is  the  ade- 
quate provision  of  incentives  and  a  reli- 
able infrastructure  of  facilities,  including 
the  opening  up  of  12  export  processing 
zones  in  addition  to  those  already  existing 
m  the  provinces  of  Bataan  and  Baguio  in 
Luzon  and  Mactan  Island  in  the  Visayas. 

Worth  noting  is  the  extensive  participa- 
tion of  foreign  firms  based  in  Europe,  USA, 
and  Asia  in  the  pioneer  export  processing 
zones. 

This  is  an  excellent  "barometer"  of  the 
optimism  shown  by  the  international  busi- 
ness community  with  respect  to  the  eco- 
nomic and  political  climate  in  the  Philip- 
pines. 

Also  important  is  the  fact  that  the  Na- 
tional Industrial  Development  Corporation, 
the  government's  investment  agency,  re- 
cently entered  into  a  joint  project  with  a 
Japanese  private  firm — Kawasaki  Indus- 
tries, Ltd.— in  setting  up  the  country's  big- 
gest shipyard  in  Subic  Bay.  Zambales. 

This  is  an  unorthodox  approach  in 
generating  the  massive  capital  outlay  vital 
to  the  country's  long-term  industrialization 
and  export  programs 

It  may  appear  that  foreign  investors  are 
now  having  an  open  season  in  the  Philip- 
pines; in  reality,  government  economists 
are  discriminate/*/  spreading  the  welcome 
mat  to  "quality  investments"  only  — 
signifying  that  the  Filipinos  have  not  only 
put  their  house  in  order  but  also  that  they 
can  choose  their  partners  for  economic 
ventures  in  the  years  ahead 


The  lexl  for  Ihe  special  Philippines  advertising  section  was 
prepared  by  Adrian  E  Cristobal  Mr  Cristobal  is  both  an 
author  and  loumahst  who  is  an  expert  on  economic  cultural 
and  political  issues  in  The  Philippines 
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which  is  why  we  know  the  Philippines  well.  We 
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n  a  sagging  steel  industry,  Allegheny  Ludlum 
tands  out  for  its  continuing  profitability.  The 
>ey:  Bob  Buckley's  skillful  diversification. 


Operation 
steelstrap 


By  Maurice  Barnfather 


xlegheny  Ludlum  Chairman  Robert  J. 
uckley  raised  eyebrows  on  Wall  Street 
n  July  29  when  he  announced  that  the 
1.5  billion  (sales)  specialty  steel  corn- 
any  was  offering  $73  million — 50% 
bove  recent  market  price — for  the  re- 
taining 55.6%  of  Britain's  Wilkinson 
latch.  After  all,  Allegheny  already  had 
Elective  control  of  the  $636  million 
ales)  producer  of  razor  blades,  matches, 
sns  and  garden  tools  with  the  44.4% 
iterest  Buckley  had  picked  up  in  early 
978.  So  why  bother  going  for  the  rest? 
Wilkinson's  earnings  hadn't  been  setting 
le  world  afire — they  were  off  26%  last 
sar.  Certainly  Allegheny  had  plenty  of 
ther  uses  for  the  money.  Bob  Buckley 
ms  one  of  the  most  highly  leveraged 
rms  in  the  industry,  with  $343  million 
l  long-term  debt  on  $237  million  in 
jramon  equity.  And  why  buy  now 
hen  the  dollar's  weakness  makes  over- 
:as  buying  doubly  expensive? 
"We've  always  wanted  to  own  all  of 
Wilkinson,"  answers  Buckley.  Why 
dw?  "Unexpected  circumstances,"  re- 
ies  Buckley,  a  jovial  man  with  a  with- 
ing  gaze.  "We  didn't  realize  in  March 
tat  we  would  be  as  liquid  as  we  are.  The 
reak  in  the  debt  market  [lower  interest 
:tes]  interested  us,  and  forced  us  to  con- 
der  not  only  the  Wilkinson  situation 
at  all  of  the  unfinished  business  that  we 
ive  in  our  forward  plan."  Add  sharply 
igher  earnings  per  share  at  the  half  (up 
$%  from  last  year)  plus  a  dramatic 
jwnturn  in  steel-order  backlogs,  and 
ackley  found  himself  with  a  temporary 
jtful  of  cash — some  $30  million  above 
orking  capital  requirements — just 
hen  interest  rates  were  falling  sharply. 
It  was  an  opportunity  to  carry  further 
le  diversification  program  that  had  tak- 
l  Allegheny  from  $25.4  million  in  net 
icome  to  $65.1  million  in  only  two 
:ars.  Bronx-born  Bob  Buckley  is  not  a 
ireer  steel  man.  His  nonsteel  back- 
ound  includes  General  Electric  and  In- 


gersoll  Milling  Machine.  He  came  to  Al- 
legheny in  1971,  became  chief  executive 
in  1975  and  chairman  two  years  later. 
His  brief:  push  diversification  at  Alleghe- 
ny, begun  somewhat  cautiously  under 
predecessor  Ed  Hanley  in  1964. 

In  his  five  years  at  the  top,  Buckley  has 
developed  an  acquire-and-divest  style 
that  so  far  has  served  Allegheny  well.  He 
will,  no  doubt,  repeat  it  with  Wilkinson 
if  he  gets  to  own  100%. 

lust  look  what  he  did  with  $412  mil- 


third  of  a  group  currently  with  sales  of 
$500  million  annually.  And  Buckley  still 
had  the  best  parts  of  Chemetron — spe- 
cialty tubing  for,  amongst  others,  the  oil 
industry;  welding  rods,-  a  carbon  dioxide 
business;  fire  systems;  process  equip- 
ment; and  medical  products — with  1979 
sales  of  $350  million. 
The   likely  scenario  at  Wilkinson: 

•  Sell  off  Wilkinson's  franchise  for 
Foster  Grant  sunglasses,  a  heavy  loser. 

•  Sell  off  Wilkinson's  U.S.  razor  busi- 
ness, which  accounts  for  about  a  quarter 
of  Wilkinson  razor  sales  but  only  a  7% 
market  share  here  and  has  been  running 
up  heavy  losses  under  pressure  from  dis- 
posable razors. 

•  Sell  off  Wilkinson's  Scripto  writing- 
instruments  business,  which  lost  $2  mil- 
lion in  1979  despite  the  efforts  of  a  man- 
agement team  hired  away  from  Gillette's 
Paper  Mate  division.  It  has  only  just  be- 
come profitable. 

•  Merge  recently  acquired  $78  million 
(sales)  Schenuit,  a  producer  of  lawn  and 
garden  equipment,  with  Wilkinson's 
True  Temper  garden  equipment  division. 

•  Expand  Wilkinson's  safety  and  pro- 
tection-device business.  It  makes  all 
manner  of  fire-safety  systems,  and  in 
five  years  profits  have  gone  from  $1.2 
million  to  $12.8  million. 

All  Buckley  will  say  on  the  matter  is, 


Allegheny  Ludlum  Chairman  Robert  J.  Buckley 
Selling  off  the  bad  to  pay  for  the  good. 


lion  [A977  sales)  Chemetron  after  Alle- 
gheny won  a  costly  bidding  contest  with 
Tom  Evans'  Crane  Co.  in  April  1977.  He 
sold  off  some  of  the  less  promising  parts 
of  Chemetron  in  order  to  pay  for  the  best 
parts.  Chemetron's  organic  pigments 
business  went  for  $40  million  to  West 
Germany's  BASF.  Then  Buckley  sold 
Chemetron's  chemical  products  division 
for  $27  million  to  PPG  Industries.  Final- 
ly, he  swapped  Chemetron's  $80  million 
(sales)  industrial  gases  business  for  a  one- 
third  interest  in  Liquid  Air  of  North 
America  (a  subsidiary  of  France's  LAir 
Liquide),  then  worth  some  $102  million. 

When  he  was  finished,  Allegheny's  net 
investment  in  Chemetron  was  cut  from 
the  $208  million  purchase  price  to  $141 
million,  and  an  $80  million  industrial 
gases  business  had  been  traded  for  one- 


"If  we  succeed  in  taking  the  whole  com- 
pany, you  can  bet  your  life,  we'll  do 
what's  right." 

Allegheny  has  been  doing  just  that  at 
home.  Its  second-quarter  net  was  up  6% 
at  $24.8  million  and  for  the  first  six 
months  of  1980  ahead  13%,  to  $40  mil- 
lion. Compare  that  with  National,  with 
net  income  down  92.7%  in  this  year's 
second  quarter,  or  Republic,  down  65.4% 
in  the  first  half. 

What's  the  difference  between  Alle- 
gheny and  the  rest?  Three  years  ago  its 
steel  business  accounted  for  65%  of  rev- 
enues. Now  it's  25%,  with  other  busi- 
nesses from  jet  aircraft  products  to  com- 
puter equipment  still  growing.  Their 
countercyclical  impact  on  Allegheny's 
profits  is  both  reason  and  )Ustification 
for  swallowing  up  Wilkinson.  ■ 
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There  s  nothing  surprising  about  Dave  Wil- 
liams views.  His  performance  in  equities, 
however,  is  something  else  again. 


Dave  Williams— 
noncontrarian 


The  Money  Men 


With  the  Dow  edging  back 
toward  its  old  highs,  it  is  finally 
becoming  obvious  even  to  the 
most  stubborn  holdouts  that  Wall  Street 
has  been  in  a  bull  market  for  some  time 
now;  what  the  Dow  is  finally  flashing, 
the  broader  indices  have  been  telling  us 
for  a  long  time.  Certainly  Dave  Harrell 
Williams  has  known  it  for  some  years. 
This  47-year-old  transplanted  Texan 
bears  the  heavy  responsibility  of  running 
an  $8  billion  pool  of  money,  most  of  it 
pension  fund  money,  for  Alliance  Capital 
Management  Corp.,  a  subsidiary  of  Don- 
aldson, Lufkin  &  Jenrette.  In  the  two 
and  a  half  years  he  has  been  managing 
Alliance  Capital,  its  equity  accounts 
have  shown  a  gain  of  62.1%,  nearly  2 
times  better  than  the  S&P's  400  aver- 
age, which  put  him  among  the  top  3% 


of   U.S.    equity   managers   last  year. 

Now,  lots  of  people  beat  the  averages 
over  relatively  short  periods  but  mostly 
they  are  running  small  pools  of  money,  a 
few  hundred  million  at  tops.  Williams 
has  done  it  in  an  equity  account  of  $3 
billion.  So,  we  dropped  around  the  other 
day  to  see  what  Williams  is  betting  on 
now.  It  didn't  take  us  long  to  find  out: 
He's  betting  on  the  "reindustrialization 
of  America"  (see  p.  120).  He's  light  on 
traditionally  defensive  consumer  stocks 
and  utilities.  He's  top  heavy  on  capital 
goods  stocks,  with  a  strong  tilt  toward 
energy,  technology  and  defense. 

In  defense,  it's  stocks  like  Boeing,  Mc- 
Donnell Douglas,  Lockheed,  General  Dy- 
namics and  Litton.  Almost  all  have  shot 
up  by  a  third  or  more  since  Alliance 
bought  the  bulk  of  them  in  mid- 1979. 


Alliance  Capital's  Dave  Williams 
Betting  on  reindustrialization. 


The  tragedy  in  Iran,  bolstering  the  belie 
that  greater  U.S.  defense  spending  i 
needed,  only  increases  his  enthusiasnj 
for  the  industry. 

Williams  is  running  with  the  herd  ii) 
his  enthusiasm  for  the  energy  serviq 
sector.  "This  area  is  going  to  benefil 
from  capital  spending  driven  by  highe: 
energy  prices,"  he  says.  Here,  he's  pick 
ing  up  stocks  like  Signal  Cos.,  Pullman] 
Combustion  Engineering,  General  Sig 
nal,  Dresser  Industries,  J.  Ray  McDer 
mott  and  Petrolane.  He's  convinced 
they've  still  a  long  way  to  go. 

Signal,  one  of  his  five  largest  holdings 
should  benefit  as  well  from  increased 
capital-  and  defense-spending,  Williams 
believes.  He's  betting  on  Signal's  UOIj 
Inc.  for  its  petroleum  industry  services 
and  on  its  Garrett  Corp.  for  its  military 
aircraft  system  components.  He's  cer 
tainly  been  right  so  far.  Williams  boughi 
into  Signal  last  year  at  around  20.  It  i 
now  at  about  40,  with  a  P/E  of  8  and  b 
plans  to  pick  up  more. 

Pullman?  "We're  not  in  it  for  the  sub- 
way cars,"  he  says,  but  news  of  the  com 
pany's  sale  of  defective  subway  cars  to 
New  York  City  did  provide  a  good  buying 
opportunity.  Williams  is  interested  ill 
the  $1.7  billion  Pullman  Kellogg  divij 
sion — 53%  of  the  whole  $3.2  billion 
sales — which  builds  oil  refineries  and  hafj 
moved  into  synthetic  fuels  service,  too. 

In  high  technology,  Williams  is  betting 
on  stocks  like  Honeywell,  Sanders  Assoh 
ciates,  Digital  Equipment,  Motorola, 
IBM,  Scientific-Atlanta,  Northern  Tele- 
com and  Intel.  He  thinks  Sanders  will 
become  a  high-growth  company  through 
sales  of  electronic  components  for  de- 
fense and  computer  graphics  displays 
Sanders  was  at  33  when  he  startec 
buying  late  last  year  at  10  times  estimat 
ed  earnings.  It  has  since  hit  45 'A. 

Most  of  his  other  technology  stock; 
have  been  fickle  performers  lately.  H< 
bought  Motorola,  for  example,  at  about 
49  last  year.  It  shot  up  to  64  but  has  since! 
dropped  back  to  a  recent  53.  Williams! 
admits  the  stock's  weak  spell  caught  him 
by  surprise.  Still,  he's  hanging  on  to  Mo 
torola  for  its  semiconductor  and  micro 
computer  operations.  He  believes  it  wil 
be  one  of  the  largest  suppliers  of  auto 
mobile  electronic  controls,  which  en- 
hance fuel  efficiency. 

Like  much  of  Wall  Street,  Williams 
likes  natural  resource  stocks — oil  andl 
gas,  forest  products  and  metals — be 
cause  he  feels  they  offer  the  best  hedge 
against  inflation.  "There  is  a  school  o| 
thought  today  that  says  the  recession  isi 
going  to  be  long-lasting,"  he  says.  "But 
we  think  inflation  will  remain  high, 
close  to  10%.  There  are  supply  con 
straints,  beginning  with  OPEC  oil  and! 
including  a  lot  of  other  raw  materials 
We  think  defense  spending  will  be  ris- 
ing in  this  country,  and  that  is  infla- 
tionary— people  getting  paid  for  making) 
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The  Gas 
(Option 


Gas: 

Additions  to  reserves 
hit  12-year  high. 


1979  additions  to  proved  gas  reserves  from  the  "lower  48" 
states  were  the  highest  since  1967— a  promising  first-year 
response  to  the  pricing  incentives  of  the  Natural  Gas 
Policy  Act. 

Total  reserve  additions  amounted  to  almost  14.3  tril- 
lion cubic  feet  (Tcf),  a  35  percent  increase  over  1978.  And 
this  increase  was  widely  distributed  throughout  the 
country.  In  the  future,  even  more  dramatic  additions  are 
expected  from  new  areas  of  high  potential— like  the 
Overthrust  Belt,  where  some  experts  believe  that  100  Tcf 
of  natural  gas  may  exist. 

Reserves  of  conventional  supplies  are  only  part  of  the 
nation's  total  supply  of  natural  gas  resources.  And  while 
production  from  conventional  sources  may  gradually  de- 
cline over  the  next  20  years, 
total  production  is  expected 
to  increase.  Supplemental 
sources  like  gas  from  Alaska, 
from  coal  and  biomass— even 
from  municipal  solid  wastes— 


NEW  ADDITIONS  TO  GAS  RESERVES 
FROM  LOWER  48  STATES 


can  make  up  the  difference.  This  will  mean  enough  sup- 
plies to  last  far  into  the  future. 

All  sources  of  energy  will  play  an  important  role  in 
meeting  America's  future  energy  needs.  And  the  gas 
industry  has  consistently  recognized  that  each  should 
make  its  biggest  contribution  in  the  job  it  does  best.  Oil 
supplies  are  essential  for  our  transportation  requirements. 
Electricity  is  needed  for  our  lights,  motors  and  industrial 
automation.  Gas  serves  over  55%  of  the  homes  in 
America— and  provides  nearly  40%  of  the  energy  for  in- 
dustry and  agriculture.  And  coal  can  and  must  be  used  to 
a  far  greater  extent. 

As  we  move  to  develop  these  sources,  the  advan- 
tages of  gas  become  increasingly  significant.  The  facts 

are  clear.  What  we  need 
today  and  tomorrow— clean, 
efficient,  economical  energy— 
the  gas  system  delivers.  The 
Gas  Option  is  one  we  cannot 
afford  to  ignore." 
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Source  A  G  A  "Reserves  of  Crude  Oil,  Natural  Gas  Liquids,  and  Natural  Gas 
in  the  United  States  and  Canada  as  ot  December  31 , 1979:'  Volume  34, 1980 

Gas:  The  future  belongs  to  the  efficient. 

•For  more  information,  write  to  American  Gas  Association,  Dept  23- DD,  1515  Wilson  Blvd.,  Arlington,  Va  22209  ©  1980 


If  s  no  accident 
that  America's  trucks 
set  the  standards  for 
safety 


The    latest    National  Safety 
Council  figures  show  that  the 
accident  rate  for  tractor  semi- 
trailer trucks  was  approximately  half  the 
rate  for  passenger  cars. 

This  record  is  the  result  of  the  trucking 
industry's  continuing  emphasis  on  safety. 

Truck  drivers  not  only  have  to  meet  strin- 
gent physical  requirements,  they  must  take 
a  complete  physical  exam  every  two  years. 
Drivers  must  also  demonstrate  their  knowl- 
edge of  safety  regulations  and  pass  a  rigor- 
ous road  test  before  they  get  behind  the 
wheel.  Trucking  companies  and  their  driv- 
ers participate  in  on-going  safety  programs 
sponsored   by    the    American  Trucking 


Associations,  Inc. 

Trucks  are  designed,  built 
and  maintained  to  meet  strict 
government  regulations  and  industry  safety 
standards. 

Armstrong,  maker  of  a  full  line  of  truck 
tires  is  proud  to  contribute  to  the  trucking 
industry's  outstanding  safety  record. 

We  salute  a  great  safety  team:  America's 
trucks  and  America's  truck  drivers. 


Armstrong 
tires 


YOU 


have  the  power  to  end 


NATIONAL  HUNTINGTON'S  DISEASE  ASSOCIATION 

Suite  501. 1441  Broadway.  New  York.  N  Y  10018 
212-966-4320 

THIS  SPACE  CONTRIBUTED  BV  THE  PUBLISHER 
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goods  that  serve  no  needs  of  consumers! 

Williams  goes  along  with  the  theo 
that  the  country  is  moving  back  to  tl  ^i-f  / 
center  politically.  "It  is  already  happel 
ing,"  he  says,  jabbing  his  finger  to  unda 
score  each  example:  "The  first  tangib 
sign  was  Proposition  13.  The  next  was! 
number  of  states  voting  to  limit  the  sil 
of  the  federal  deficit.  Then  they  cut  ti 
capital  gains  tax,  right  in  half.  Goven 
ment  leaders  are  moving  toward  dere 
ulation  of  [energy]  prices.  There's  a  li 
more  of  the  tendency  to  let  marke 
solve  their  own  problems."  As  enerj 
prices  rise,  for  example,  he  thinks  con 
panies  will  increasingly  invest  in  conse 
vation  technology  to  counter  them. 
Alliance  has  35%  to  40%  of  its  client) 
equity  investment  in  energy  services  an 
oil  and  gas — an  above-average  exposu 
to  that  industry. 

Williams  has  made  his  mistakes, 
course.  Alliance's  recent  performance 
fixed  income  has  been  no  better  thz 
everyone  else's.  Although  the  firm  h 


"There  is  a  school  today  thai 
says  the  recession  will  be  Ion 
But  we  think  inflation  will  n 
main  close  to  10%.  There  ar\ 
supply  constraints  on  oil  and 
lot  of  other  raw  materials." 


direct  control  of  only  $1  billion  of  the  3 
billion  in  its  bond  portfolios,  William 
concedes,  "We  got  clobbered"  in  til 
bond  market's  Little  Big  Horn  earlit 
this  year.  He  has  since  made  up  tho: 
losses,  but  "our  fixed-income  portfolio 
in  March  and  early  April  declined  near: 
as  much  as  the  market  as  a  whole,  aboi 
15%.  We  underestimated  the  extent  i 
which  inflationary  psychology  woa 
grip  it.  The  bond  market  at  its  depth  w; 
discounting  an  inflation  rate  that  wt 
greater  than  the  reality,  and  we  failed  1 
anticipate  that."  The  lesson  learnet 
"Bonds  require  very  active  managemei 
now."  No  more  just  buying  and  sitting 

One  thing  Williams  isn't  particular] 
worried  about  is  Nov.  4.  "The  candidate 
are  all  running  on  the  same  platform,"  t 
says,  a  bit  disdainfully. 

Not  a  v/ord  of  surprise  in  what  Wii 
liams  says.  The  country  is  getting  a  b 
more  conservative.  The  Feds  will  stai 
favoring  investment  a  bit  more  over  col 
sumption.  Inflation  will  remain  relativ 
ly  high.  Rearmament  is  in  the  cards.  A 
this  points  to  capital  goods  stocks  with 
strong  emphasis  on  technology  and  ene 
gy.  A  perfectly  conventional  stance,  th 
consensus,  even.  But  the  investment  in 
plications  are  clear:  As  the  bull  markt 
gathers  momentum,  you  don't  necessai 
ily  have  to  look  for  shifting  leadershi] 
the  action's  going  to  continue  precise! 
as  it  has  for  the  past  couple  of  year 
Tune  in  again  next  year.— Alyssa  A  Utppen 
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onald  Sadoff  doesn't  own  a  single  stock,  in 
art  because  he  expects  the  summer  rally  to 
ide  away.  After  that,  though  


Ronald  Sadoff— 
not  yet,  not  yet 


The  Money  Men 


^  onaxd  Sadoff  is  skeptical.  He 
V  expects  a  big  bull  market  early  in 
t»  this  decade,  but  he  doesn't  think 
is  is  it.  Living  in  Milwaukee  and  mail- 
ing some  $20  million  out  of  an  office  in 
5  home,  the  40-year-old  Sadoff  isn't  in 
e  same  league  as  Dave  Williams  when 
comes  to  the  bucks,  but  he  has  quite  a 
Dutation,  nonetheless.  In  fact,  he's  al- 
3St  a  cult  figure.  Sadoff  correctly  called 
e  1969-70  crash,  got  back  in  for  the 
bsequent  giant  rally  and  pulled  out  in 
73  when  the  Dow  Industrials  hit  their 
time  high.  Again,  in  1976  when  the 
)w  exceeded  1000  and  bulls  were  ev- 
rwhere,  he  correctly  forecast  another 
Dp.  He's  been  totally  out  of  the  market 
ice  1978,  and  right  now  his  accounts 
n't  own  a  penny's  worth  of  common 
>cks.  They  are  entirely  in  high-quality 
ort-term  commercial  paper, 
sadoff  told  Forbes  why: 
'I'm  not  a  trader.  I'm  just  concerned 
aut  the  major  environment.  I'll  play 
len  it's  favorable  and  I  won't  play 
ien  it's  not.  If  I  can  just  make  a  couple 
correct  decisions  every  few  years,  I'll 
tke  great  sums  of  money. 
'Why  do  you  need  to  play  every  day?" 
Sadoff,  who  studied  law  and  finance  in 
i  home  state  of  Wisconsin,  is  a  student 
the  Kondratieff  wave — named  for  the 
viet  economist  who  perished  in  a  Sta- 
ist  labor  camp  in  the  1930s  for  daring 
say  that  the  business  cycle  was  univer- 
and  not  simply  a  capitalist  weakness, 
ndratieff  wavers  try  to  identify  the  big 
:les  that  affect  man's  fate.  Applying 
s  to  shorter  ripples,  Sadoff  tries  to 
ft  an  investment  policy  out  of  his 
erpretation  of  the  Great  Man's  theor- 
.  Fortunately,  you  needn't  be  a  Kon- 
itieff  waver  to  understand  what  Sadoff 
doing.  Sadoff  has  put  together  a  pack- 
:  of  three  separate  approaches,  which, 
len  combined,  he  hopes,  will  tell  him 
lere  we  stand  in  the  cycle.  The  first  of 


Ronald  Sadoff 

A  couple  of  right  moves  are  enough.. 

his  trio  of  buying  requirements,  mone- 
tary policy,  turned  bullish  in  May.  Sadoff 
uses  a  simple  ratio  of  long-term  interest 
rates  on  AA  bonds  divided  by  short-term 
rates.  In  normal  times  long-term  money 
should  always  have  a  higher  interest  rate, 
because  the  risk  is  greater.  Until  June, 
long-term  rates  were  below  short-term. 
This  meant  the  Federal  Reserve  was  try- 
ing to  squeeze  out  the  inflation,  which 
historically  has  meant  a  depressed  econ- 
omy and  a  poor  stock  market.  (He  notes 
that,  late  in  1928,  the  inverted  yield 
curve  was  one  of  the  few  warning  signs 
before  the  Great.  Crash.) 

Now  the  yield  curve  is  normal  again — 
short  rates  are  below  long  rates.  This  has 
to  be  bullish. 

Sadoff's  second  criterion  is  technical 
analysis,  read  in  two  different  ways. 
When  monetary  policy  is  bearish,  he 


looks  at  technical  analysis  with  suspi- 
cion. When  monetary  policy  is  favorable, 
like  now,  he  looks  at  the  same  figures  in 
a  more  favorable  light.  There  are  two 
technical  indicators  that  interest  Sadoff. 
One  is  the  new  lows  list.  Sadoff  likes  to 
see  a  fat  list — as  there  was  on  Mar.  27 
this  year,  when  over  700  New  York 
Stock  Exchange  names  appeared  on  the 
list  in  a  single  day.  A  second  technical 
indicator  Sadoff  favors  is  negative  right 
now:  the  advance/decline  ratios.  This 
currently  shows  that  the  averages  are 
rising  faster  than  the  market  as  a  whole, 
which  suggests  an  underlying  weakness. 

Sadoff's  third  major  factor  is  still  bear- 
ish. He  calls  this  his  psychological  factor. 
He  measures  it  primarily  by  comparing 
short-selling  by  the  specialists  and  mem- 
ber firms  for  their  own  accounts  against 
short-selling  by  the  general  public. 
Whenever  member  firm  short-selling  de- 
creases and  public  short-selling  increases 
so  that  the  ratio  is  down  to  2,  he  figures  a 
bear  market  bottom  has  occurred.  It's 
not  happening  now.  Members  are  short- 
ing heavily  and  the  public  very  little,  so 
the  ratio  is  about  6. 

Measuring  cycles  psychologically,  Sa- 
doff doesn't  care  if  earnings  are  falling; 
that  doesn't  bother  him.  What  does 
bother  him  is  if  the  declines  are  unex- 
pected. What  he  likes  to  see  is  a  market 
where  earnings,  no  matter  how  terrible, 
aren't  as  bad  as  most  people  expect.  Sa- 
doff: "You're  not  asking  your  companies 
to  come  in  with  better  earnings  than  last 
year.  You  just  want  them  to  be  better 
than  the  analysts  are  estimating." 

So,  there  it  is:  Of  three  basic  indica- 
tors, one-and-one-half  are  bullish.  That's 
not  enough  to  tempt  Sadoff  back  into  the 
market,  which  he  thinks  will  fall  soon. 
The  time  is  coming,  though.  Sometime 
next  year,  he  hopes  that  all  three  indica- 
tors will  be  flashing  "go."  Then  he'll  go 
in.  What  will  he  buy? 

Sadoff  isn't  a  stock-picker.  He  prefers 
to  pick  industries.  True  to  his  principles 
he  wants  those  industries  where  earn- 
ings are  beginning  to  behave  better  than 
people  expected.  He  says  he'll  buy  the 
public  utilities  and  retailing  firms,- 
they've  been  in  a  long-term  downtrend 
which,  according  to  his  Kondratieff  in- 
terpretation, must  contain  the  seeds  of 
its  own  recovery.  The  brokerage  stocks 
can't  lose:  A  bull  market  means  big  vol- 
ume and  big  profits.  What  else?  Depends 
on  which  industries  are  performing  bet- 
ter than  expected  at  that  time. 

Is  Sadoff  getting  nervous,  sitting  there 
with  all  that  cash  when  the  market  is 
moving  as  it  has  been  this  summer?  No, 
he  says,  he's  not  interested  in  catching 
the  100-point  and  150-point  swings  in 
the  Dow  that  have  occurred  since.  "I  am 
waiting  for  what  I  believe  will  be  a  mul- 
tiyear  uptrend.  I  am  looking  for  3  to  5 
times  on  my  clients'  funds."  Nice  work  if 
you  can  do  it.— Robert  J.  Flaherty 
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With  little  fanfare  and  with  relatively  little 
money,  CARE  has  turned  into  one  of  the 
world's  most  effective  aid  programs. 


By  Harold  Seneker 


Who  CAREs? 


CARE  Executive  Director  Philip  Johnston 

"Feed  the  hid.?  First  you've  got  to  deworm  him." 
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Philip  Johnston,  47,  is  executive  dirq 
tor  of  CARE,  Inc.,  the  outfit  that  used 
deliver  CARE  packages  to  Europe  aft 
World  War  II  and  then  to  Third  Wor 
countries.  Not  a  single  CARE  packaj 
has  gone  out  since  1967:  "They're  obsi 
lete,"  says  Johnston.  Instead,  CARE  loi 
ago  shifted  its  emphasis  to  a  very  diffc  mlduj 
ent  concept. 

Take,  for  example,  the  village  of  Bh 
girathi,  40  miles  down  the  coast  of  Ind 
from  Calcutta.  In  1974  it  had  600  fan 
ilies  of  starving  untouchables.  The  no 
mal  charitable  reflex,  of  course,  is  to  ser  - 
food.  But  someone  had  noticed  a  near! 
river  with  a  worthless  300-acre  del' 
never  farmed  because  of  salt  tides  froi 
the  Bay  of  Bengal.  CARE  got  an  enginee 
did  a  feasibility  study,  then  hired  th 
untouchables  at  the  prevailing  wage,  u 
ing  the  food  for  pay .  Under  CARE  admn 
istration,  they  baked  brick  in  homemac 
kilns,  built  a  seawall  to  keep  out  the  tid 
dug  irrigation  canals  to  channel  the  fres 
river  water,  stocked  the  canals  with  fis 
for  protein  and  planted  the  seawall  en 
bankment  with  fruit  trees.  Then  the 
divvied  up  the  land.  As  a  result,  beggin 
crime,  infant  mortality  and  the  inc 
dence  of  numerous  diseases  decrease' 
and  a  couple  of  thousand  children  gd 
used  to  at  least  one  meal  a  day.  CARE  pit 
in  at  most  $250,000.  Johnston  wan 
more  money  to  do  more  for  the  Bhag| 
rathis  of  the  world. 

CARE  got  its  start  in  1946,  as  Coopejj 
ative  for  American  Remittances  to  Et| 
rope,  a  joint  effort  of  a  number  of  reliJ 
agencies  only  guaranteeing  delivery  \ 
food  packages.  But  soon  it  added  carpeil 
ters'  and  farmers'  tools  and  sewing  kitl 
to  help  people  get  back  to  work.  Thei| 
when  Europe  got  on  its  feet,  came 
question:  disband,  or  shift  the  CARl 
package  business  to  Third  World  couh 
tries?  The  decision  was  to  shift  to  mail 
feeding  programs  for  children  and  preJ 
nant  mothers  through  schools  and  m.l 
ternity  clinics — more  far-reaching  tha| 
individual  packages. 

"Then,  in  the  mid-1950s,"  recalls  Frc| 
Devine,  a  senior  deputy  director  whl 
was  there  from  the  start,  "a  number  I 
our  country  directors  began  writing  tl 
headquarters  with  the  same  kind  of  ide:[ 
'We  need  to  help  these  people  do  fol 
themselves,'  they  said.  Just  handing  oil 
food  was  merely  putting  people  on  a  pe  l 
manent  dole.  It  was  a  bad  system,  excei| 
for  emergency  relief  in  disasters." 

What  was  needed  more  than  food  wsl 
development,  and  the  development  moil 
valuable  in  the  starving  hinterlands  wil 
not  necessarily  the  prestige-project  dtl 
velopment  pushed  by  the  Mercedes-dri'l 
ing,  Marxism-spouting  elites  in  the  nil 
tional  capitals.  It  was  often  small-scaLl 
simple  stuff  that  the  people  involve| 
could  do  themselves,  given  the  chance. 
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The  use  of  U.S.  government-reserve 
od,  donated  under  Public  Law  480,  to 
ly  local  unskilled  labor  was  tried  on  a 
lf-help  school  construction  project  in 
onduras  in  1962.  It  worked.  The  village 
ovided  the  patch  of  land  and  labor.  The 
onduran  government  checked  the 
ans  and  promised  a  teacher  after  the 
hool  was  built.  CARE  provided  the 
hiding  materials  and  overall  manage- 
ent.  "We  ended  up  building  hundreds 
classrooms  all  over  Honduras  and  Lat- 
America,"  says  Devine. 
CARE  had  discovered  the  principle  of 
verage.  With  donated  U.S.  govern- 
ent-reserve  food,  host-country  match- 
g  contributions  and  local  labor,  CARE 
and  it  could  get  $10  of  mileage  out  of 
ch  private  donor's  $  1 . 
The  applications  have  proved  infinite- 
various.  It  can  be  as  simple  as  teaching 


multiply  their  cash  return.  CARE  has 
also  lined  up  overseas  buyers  to  cut  out 
expensive  middlemen.  The  women  com- 
mit themselves  to  paying  back  the  cost 
of  being  set  up  in  business  into  a  fund 
that  is  re-spent  setting  up  further  co- 
operatives. Ultimately  they  will  form  a 
governing  supercooperative  to  build  a 
yarn-dyeing  factory. 

"The  idea  is  to  set  up  something  the 
local  people  or  government  can  continue 
after  we've  gone,"  explains  Johnston. 
"And  we  always  choose  programs  where 
we  can  act  as  a  catalyst  for  permanent 
change.  That  way,  we  get  the  most  re- 
turn for  our  donor's  dollar." 

By  now,  it's  reduced  to  a  system. 
CARE  program  directors  in  the  field  con- 
duct their  own  study  of  a  potential  host 
country  to  find  out  directly  from  the 
grass  roots  what  is  most  acutely  needed 


Much  of  what  CARE  does  revolves 
around  food  and  agriculture,  partly  be- 
cause of  its  own  origins,  partly  because  of 
food's  fundamental  importance  and  con- 
sequent leveraging  effect:  Populations 
unable  to  feed  themselves  have  little 
strength  to  become  productive  in  other 
ways.  And  partly  because  it  is  so  wide- 
spread and  yet  so  hopeful  a  field:  "Hun- 
dreds of  millions  of  people  are  chronical- 
ly undernourished,"  says  Devine,  "yet 
almost  every  country  where  there's  en- 
demic malnutrition  is  potentially  able  to 
feed  itself,  except  perhaps  in  the  African 
Sahel  and  certain  areas  with  particularly 
thin  tropical  soils.  Even  India  with  all  its 
people  could  be  self-sufficient.  It  could 
potentially  grow  more  than  the  United 
States  does." 

About  60%  of  CARE's  annual  $200 
million-plus  volume  still  goes  into  the 


irking 
day's 


in  flood-controlled  rice  paddy  in  Kerala  \  left )  and  spinning  mohair  yam  hi  tesotlx) 

"CAME  package"— developmental  aid— gets  people  off  the  permanent  dole  by  helping  them  do  for  themselves. 


onze  Age  tribesmen  to  keep  bees,  giv- 
l  them  a  product  to  sell  in  the  cash 
anomy  for  the  first  time.  Or  introduc- 
l  a  new  type  of  pigsty  in  the  Philip- 
les  that,  in  a  decade,  changed  pork 
»m  a  scarce  luxury  to  a  relative  com- 
anplace  in  the  local  diet.  Or  it  could  be 
complex  as  building  a  light-plastics 
:tory  in  Bangladesh  using  jute  as  a  raw 
iterial.  Numerous  other  agencies,  in- 
lding  the  U.S.  government  aid  pro- 
ims,  are  copying  CARE's  approach. 
Lately,  CARE  has  advanced  another 
:p:  setting  up  a  revolving  fund.  In  land- 
:ked  Lesotho  (surrounded  by  South  Af- 
a),  where  little  prospers  besides  Ango- 
goats,  the  tribeswomen  tending  them 
:re  selling  the  raw  mohair  for  a  pit- 
ice.  CARE  is  setting  up  a  series  of 
aperatives  of  20  women  each,  using 
nple  spinning  wheels  made  from  old 
:ycle  wheels  to  spin  mohair  yarn.  By 
is  integrating  forward  the  women 


and  most  valuable.  The  directors  then 
put  together  a  three-  to  five-year  pro- 
gram. CARE  only  goes  into  a  country 
that  specifically  invites  it  in — 37  world- 
wide at  the  moment,  with  more  waiting 
in  line — and  signs  an  explicit  contract 
with  the  host  government  describing  ex- 
actly what  is  to  be  done  and  what  contri- 
butions all  sides  will  make.  The  signed 
agreement  usually  cuts  off  high-level  cor- 
ruption from  the  start  and  if  it  fails  to, 
CARE  will  pull  out  of  the  country.  (Hai- 
ti's Papa  Doc  Duvaliere/  fils  have  always 
left  CARE  strictly  unextorted  because 
CARE  did  leave  when  the  predecessor 
regime  tried  some  hanky-panky.)  Every 
contract  grants  a  tax-exempt  status  that 
lets  CARE  escape  most  openings  for  pet- 
ty corruption  at  lower  levels.  "Where  it 
doesn't,"  observes  one  of  CARE's  pro- 
gram directors,  "we  can  pay  a  visit  to  the 
finance  minister  or  whoever  signed  the 
contract,  and  that  clears  it  up." 


mass-feeding  programs  moving  govern- 
ment-reserve commodities  to  some  25 
million  children  and  pregnant  women. 

Yet  even  that  ineluctably  leads  back 
into  the  other  40%  of  CARE's  volume, 
self-help  development,  which  is  ever-in- 
creasingly  the  heart  of  what  the  organi- 
zation does.  "It's  not  enough  to  feed  the 
kid,"  observes  Johnston.  "First  you  have 
to  deworm  him,  so  you  also  need  a  medi- 
cal program.  Otherwise  you're  just  feed- 
ing his  parasites  and  not  the  kid.  And 
then  you've  got  to  dig  wells  so  there's 
clean  water  instead  of  dirty  river  water 
to  drink  and  he  doesn't  have  to  pick  up 
new  parasites  or  maybe  die  of  the  en- 
demic intestinal  diseases." 

From  there,  it's  a  short  step  to  building 
the  classrooms  for  the  traveling  nurses  to 
visit,  and  to  dig  the  well  near,  and  to 
stage  the  feeding  program  in.  And  then 
another  short  step  to  improving  local 
food  or  cash  crops. 
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Confidence 
Based  On  Success 

North  American  Royalties— 
a  company  facing  the  future 


Confidence  based  on  an 
achievement  of  success  in 
two  important  industries. 
Success  reflected  in  the 
company's  growth. 

North  American  Royalties. 
Now  in  our  1 14th  year, 
and  looking  to  the  future 
with  confidence. 


Ai/ 


Johnston's  big  problem  right  now  is  j 
universal  one:  inflation.  While  donation) 
to  charities  in  general  have  risen  steadili 
throughout  the  1970s,  post- Vietnam  do* 
nations  to  overseas  relief  have  been  fla 
at  about  $2.5  billion,  while  costs  havi 
risen  35%  over  this  period.  The  federa 
government  presently  funds  75%  o 
CARE's  $200  million  annual  budget 
mostly  by  providing  the  food  and  payinj 
shipping  charges,  but  the  prospects  fol 
more  government  money  aren't  goodl 
thus  Johnston  is  appealing  to  corpora 
tions  to  step  up  their  contributions  in, 
cash  and  in  kind.  Only  in  1979  and  thi: 
year  did  overall  donations  finally  take  i 
jump,  in  response  to  an  almost  unprecs 
dented  spate  of  disasters,  both  natural 
and  man-made — the  Vietnamese  boa 
people,  the  Cambodian  ref  ugees,  the  Afi 
ghan  refugees,  the  Nicaraguan  and  Ugani 


"The  idea  is  to  set  up  something 
the  local  people  or  government 
can  continue  after  we've  gone,' 
explains  Johnston.  "And  we  at 
ways  choose  programs  where 
we  can  act  as  a  catalyst  fot 
permanent  change.  That  way 
we  get  the  most  return  for  out 
donor's  dollar." 


dan  revolutions,  the  hurricane  in  thi 
Dominican  Republic  and  Haiti,  the  tidal 
wave  in  India.  And  now,  a  widespread 
drought  in  East  Africa  still  in  its  infancy 
as  a  disaster,  when  not  enough  pcoplt 
have  yet  died  to  make  the  newspapers. 

"We  have  to  respond,"  says  Johnston 
"but  of  course  it  cuts  into  our  regula 
programs." 

Before  taking  over  as  executive  direc 
tor  at  CARE  headquarters  in  a  onctimi 
brewery  a  few  blocks  south  of  the  U.N.  i] 
New  York  (the  rent  is  a  Thirties-sound! 
ing  $3  a  square  foot),  Johnston  set  ii| 
little  CARE,  Inc.'s  all  over  Europe,  to 
broaden  the  donor  base  by  drawing  oj 
the  goodwill  of  people  who  remembd 
the  CARE  packages  that  kept  them  aliv< 
30  years  ago  and  now  like  the  idea  o| 
paying  back.  And  his  board  chairman,  Ed 
Wesely,  a  partner  in  the  Wall  Street  lav 
firm  of  Winthrop,  Stimson,  Putnam  $ 
Roberts,  is  looking  at  starting  up  an  en 
dowment  fund  for  a  previously  untapped 
type  of  American  donor. 

Meanwhile,  Johnston  has  set  out  on 
the  rubber-chicken  circuit  and  is  safari 
ing  into  the  anterooms  of  foundations 
and  corporate  philanthropists.  He  talk: 
the  usual  do-good  line,  of  course,  of  mora 
values  and  brother's  keeper  and  savinj 
lives,  and  it's  all  true,  but  he  doesn't  sto] 
with  that.  "It's  to  our  political  and  eco 
nomic  interest  that  the  Third  World  bi 
as  stable,  as  healthy  and  advancing  as 
fast  as  it  can  be,  and  we  ought  to  bi 
investing  more  in  it,"  he  argues.  ■ 
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For  information  and 
an,  annual  report,  write 
Corporate  Communications 

4 


North  Americ 

Chattanooga, 

Listed  on  the  American  Stock  Exchange  ai 


►yalties,  Inc.  J 

*  37402 

Coaat  Stock  Exchange  (Symbol:  MAR) 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  sec  urities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  'SSUE  jd,  24,  1980 


$200,000,000 

J.G.  Penney  Company,  Inc. 

12%  Sinking  Fund  Debentures  Due  2010 


Price  100% 

plus  accrued  interest  from  July  15,  1980 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co.      Merrill  Lynch  White  Weld  Capital  Markets  Group      Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Bache  Halsey  Stuart  Shields 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
E.F.  Hutton  &  Company  Inc. 
Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Shearson  Loeb  Rhoades  Inc. 
Wertheim  &  Co.,  Inc. 


Bear,  Stearns  &  Co. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

hazard  Freres  &  Co. 
h.  F.  Rothschild,  Unterberg,  Towbin 


Smith  Barney,  Harris  Upham  &  Co.      Warburg  Paribas  Becker 

Incorporated  A.G.  Becker 

Dean  Witter  Reynolds  Inc. 


Imagine  a  jet  engine 
that  cuts  one  hour  off  the 
LA.  to  New&rk  run. 


Wfedid 
Then  we  cut  up  to  40°/o  off 

the  fuel  bill* 


e  Garrett  engineer  looked 
from  his  calculator  and  said : 
ntlemen,  set  your  watches 
:k  one  hour.  We  knew  what 
1  happened.  The  TFE731 
rbofan  had  been  born,  an 
nne  up  to  40%  more  effi- 
|t  than  any  in  its  class, 
iking  possible  a  whole  new 
leration  of  business  jets 
•able  of  non-stop  transconti- 
ltal  flight.  A  precious 
u*  in  descent,  re -fueling  and 
e-off  had  been  saved. 
Everyone  was  excited, 
not  surprised.  Once  again, 
'd  simply  lived  up  to  our 
utation  as  a  leader  in  energy 
cient  engines  and  systems. 
■  The  Garrett  Corporation, 
ras  business  as  usual. 
We  earned  our  wings  in 
ospace,  then  built  ourselves 
)  an  industrial  giant  by 
:ping  our  feet  on  the  ground 
I  our  hands  on  a  technology 
e  brimming  with  possibil- 
s.  What  makes  us  unique  is 
v  we  apply  that  technology. 


It's  called  good  old-fashioned 
teamwork.  Our  engineers  never 
work  alone  on  some  remote 
piece  of  the  puzzle.  From  begin- 
ning to  end,  they  work  together. 
Feeling  responsible  for  the  entire 
project,  they  develop  a  talent 
for  innovation  that  is  second  to 
none.  The  result  has  been  some 
of  the  most  timely,  efficient, 
and  practical  solutions  to 
today's  problems. 

It's  a  working  structure 
based  on  a  corporate  philos- 
ophy :  Imagination  is  mankind's 
most  valuable  resource.  It's  a 
resource  we've  learned  to  maxi- 
mize, and  others  have  learned 
to  tap. 

Like  the  Department  of 
Energy.  They've  asked  us  to 
develop  a  lightweight  flywheel - 
electric  car  that's  capable  of 
weaving  through  up  to  100  miles 
of  city  traffic  between  recharges. 
It's  the  kind  of  challenge 
we  love. 

For  the  nuclear  power 
industry,  we've  created  a  hermet- 
ically-sealed, zero  stem  leakage 
valve  that  is  destined  to  help 
make  nuclear  power  generation 
even  safer. 


Garrett  is  also  making 
nuclear  power  more  cost- 
effective  with  an  uranium 
enrichment  centrifuge  thai 
uses  only  5%  of  the  electrical 
energy  required  for  enrich- 
ment by  the  conventional 
gaseous  diffusion  process. 

You'll  also  find  us  in  every- 
thing from  office  buildings  to 
petroleum  fields,  primary 
metal  industries  to  trucking. 
Everywhere  doing  much  the 
same  thing -making  engines 
and  systems  work  harder. 
We'd  like  to  do  that  for  you. 

If  you're  wondering  how  to 
make  your  enterprise  do  more 
with  less,  we  suggest  you  get  in 
touch  with  the  people  who 
are  doing  just  that.  For  more 
information , write  our  President, 
Jack  Teske  at  The  Garrett 
Corporation,  Dept.  1,  P.O.  Box 
92248,  Los  Angeles,  CA  90009. 
If  you're  flying  out  from 
New  York,  we'd  be  glad  to 
spend  that  extra  hour  with  you. 


One  of  The  Signal  Companies  I 


Garrett 

The  aerospace  company  with  its  feet  on  the  ground. 


Faces 

Behind  The  Figures 


One  man's  turkey. . . . 


Kdited  b\  Jefferson  (Irigsby 


Welcome  to  the  free  market 

Economist  Milton  Friedman's  free-mar- 
ket doctrines  have  brought  him  a  Nobel 
prize  and  a  comfortable  life.  But  since  he 
was  appointed  a  senior  research  fellow  at 
Stanford  University's  Hoover  Institu- 
tion, Friedman  no  longer  has  much  use 
for  his  Ely,  Vt.  home  and  has  put  it  on  the 
market.  Trouble  is,  takers  are  scarce  in 
the  hard-hit  Vermont  housing  market. 

No  slouch  in  marketing,  the  intellectu- 
al leader  of  the  monetarist  school  of  eco- 
nomics hired  the  prestigious  real  estate 
firm  of  Previews  Inc.,  which  has  been 
advertising  abroad  in  hopes  of  attracting 
potential  buyers  among  wealthy  Europe- 
ans— or  Arabs.  The  asking  price: 
$350,000.  Still  no  luck,  even  with  an 
additional  bonus:  An  Ely  neighbor  would 
be  Arthur  F.  Bums,  former  chairman  of 
the  Federal  Reserve  Board  and  another 
economist  currently  in  touch  with  real 
economics  as  chairman  of  the  Commit- 
tee to  Fight  Inflation. 

Why  not  follow  free-market  theory 
and  reduce  the  price?  Says  Friedman: 
"The  alternative  is  to  hold  your  price 
and  wait  for  the  market  to  come  to 
you.  The  three  depressants  of  Vermont 
housing  are  fuel  costs  and  scarcity,  re- 
cession and  high  interest  rates.  All 
three  are  temporary.  They  will  soon 
end."  He  hopes.— Ben  Weberman 


r. 
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Shinn  of  Metropolitan  Life 
Swallowing  a  big  canary. 


Economist  Mi/ton  Friedman 
Open  house  in  Ely. 


When  hard-pressed  Pan  American  World 
Airways  sold  its  New  York  headquarters 
building  late  last  month  for  $400  mil- 
lion— the  largest  single-building  real  es- 
tate deal  ever — its  low  rent  became  the 
first  casualty.  That's  one  reason  the  new 
landlord,  Metropolitan  Life  Insurance 
Co.  CEO  Richard  R.  Shinn,  was  looking 
more  like  the  cat  that  ate  the  canary 
than  a  man  who'd  just  bought  a  turkey. 

Since  the  building  was  completed  in 
1963,  it  has  been  only  marginally  profit- 
able for  Pan  Am  (which  originally  owned 
10%  and  increased  its  ownership  to 
100%  in  1978).  Reason:  Many  of  the 
original  long-term  leases  were  weighted 
in  favor  of  the  tenants,  and  had  caps  that 
did  not  allow  pass-along  rent  increases 
for  skyrocketing  utility  and  other  costs. 

Pan  Am's  own  lease  was  a  good  exam- 
ple. The  airline  occupies  350,000  of  the 
building's  2.5  million  square  feet,  for 
which  it  paid  itself  an  average  rent  of 
$7.70  a  square  foot.  Its  new  lease  with 
Metropolitan  will  cost  Pan  Am  at  least 
$21.53  a  square  foot.  Shinn  figures  to 
realize  similar  increases  on  other  com- 
mercial leases,  most  of  which  will  expire 
in  1983.  "For  a  patient  investor,  there 
will  be  an  enormous  appreciation  value," 
he  says.  Vacancy  has  been  minimal  since 
1970  and  the  skyscraper,  which  rises  be- 
hind historic  Grand  Central  Terminal,  is 
in  the  middle  of  a  construction-boom 
area  that  Shinn  hopes  will  make  it  even 
more  desirable.— Carol  E.  Curtis 

An  offer  he  couldn't  refuse 

Chairman  Kiyoshi  Yotsumoto  of  Kawa- 
saki Heavy  Industries,  Ltd.  is  known — 
respectfully — in  Japan  as  "the  Godfa- 
ther." In  1965  the  Godfather  sent  Yoji 
Hamawaki,  then  an  untried  35-year-old 
junior  executive,  to  the  U.S.  with  a  one- 
way airline  ticket  and  a  mandate  to  build 


a  successful  motorcycle  business.  Kawl 
saki  had  almost  totally  failed  in  motoirl 
cles  in  Japan,  and  Honda  was  firml 
astride  the  market  in  the  U.S. 

Hamawaki  convened  "a  bunch 
crazy  American  kids"  from  the  Midwel 
to  find  out  what  Honda  wasn't  maki;[ 
that  Americans  wanted  and  set  out 
give  it  to  them,  in  the  end  partly  asseil 
bling  as  well  as  marketing  in  the  U  [ 
The  result:  a  third-place  ranking  ail 
15%  share  in  the  U.S.  market  and  annul 
sales  of  over  $300  million.  As  Kawasaki 
fortunes    rose    in    America,    so  dl 
Hamawaki's.  In  1978  he  was  summon 
home  to  Japan  to  help  handle  some  of  tl 
parent's  sticky  problems.  At  $2.7  billio 
in  sales,  Kawasaki  is  one  of  Japan's  lai 
est  industrial  conglomerates,  but  i| 
earnings  have  been  drained  for  years 
disasters  in  shipbuilding.  Earnings  lal 
year  were  only  $14  million — $12  millic| 
coming  from  motorcycles. 

Now     the     Godfather     has  se:| 
Hamawaki  back  to  America  again 
build  new  businesses.  His  first  target 
subway  cars,  a  tough,  rough  market.  Ccl 
ruption,  malfunctions  and  cost  overrui 
have  forced  even  companies  like  GE  at| 
Pullman    out    of    the  business. 
Hamawaki,  that  looks  like  an  opporturl 


I 


Hamawaki  of  Kaivasaki  Heaiy  Industries 
Encore,  says  the  Godfather. 

ty.  Japan  is  much  more  rail-oriented  tha 
the  U.S.,  he  points  out,  and  Kawasal 
has  already  built  well  over  500  of  Japan 
"bullet-train"  coaches. 

Hamawaki  has  already  landed  a  bi 
order,  a  $120  million  contract  with  th 
City  of  Philadelphia  and  the  Southeas 
Pennsylvania  Transit  Authority,  accorc 
ing  to  which  half  of  the  manufacture  c 
parts  and  all  of  the  assembly  must  b 
done  in  the  U.S.— Robert  J.  Flahem 
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Our  technology  goes  below  the  surface 


M  GK  Technologies,  the  nation's  security  is  important 

business. 

Our  Automation  Industries  subsidiary,  a  leader  in 
systems  engineering,  has  been  supplying  technical 
expertise  to  U.S.  Defense  Department  agencies  for 
Jecades. 

Sophisticated  guided  weapons  systems  rely  on  elec- 
ronic  controls.  That's  where  our  Sprague  Electric  Com- 
)any  plays  a  major  role. 

We  manufacture  electronic  circuit  components  like 
capacitors,  transistors  and  integrated  circuits-  These 
components  are  critical  elements  in  radar  systems, 
computers,  and  aerospace  instruments. 

The  vital  importance  of  communications  to  defense 


brings  us  to  our  third  contributor  to  national  security, 
our  General  Cable  Company. 

General  Cable,  a  pioneer  in  the  field  of  optical  fiber 
cable,  manufactured  and  installed  optical  fiber  cable 
for  high  speed  data  transmission  for  NASA  at  Cape 
Kennedy. 

For  1979,  GK  reported  record  earnings  on  sales  that 
topped  the  billion  dollar  mark;  return  on  shareholders' 
investment  exceeded  21%.  If  you'd  like  to  know  more 
about  our  Company,  its  technologies  and  markets, 
please  write  for  our  annual  report  and  latest  interim:  GK 
Technologies,  Incorporated,  Corporate  Communica- 
tions, 500  West  Putnam  Avenue,  Greenwich,  CT  06830. 

It  tells  our  story  in  depth. 


Faces 

Behind  Hie  Figures 


Away  from  it  all 

"As  to  Mr.  Carter/'  said  Raymond  K. 
Mason  over  a  crackling  long-distance 
telephone  line  from  County  Galway,  Ire- 
land, "I  have  never  met  him.  I  have  never 
talked  to  him  on  the  phone.  I  haven't 
written  him  nor  have  I  ever  received  a 
letter  from  him.  I  was  not  a  party  to  any 
conversations  with  him." 

"Mr.  Carter?"  It's  "Billy"  to  most  of 
us.  The  CEO  of  Charter  Co.  is  talking 
about  Jimmy's  brother,  Billy,  who  tried 
to  broker  a  deal  for  Charter  for  Libyan 
crude  oil  before  the  talks  faded  away 
last  spring.  Charter,  which  Mason  built 
from  a  $100  million  family  company 


Raymond  Mason  of  Charter  Co. 


Making  it  perfectly  clear. 

into  a  $4  billion  energy,  insurance  and 
communications  conglomerate  in  a  de- 
cade, needs  crude:  Charter  can't  get 
enough  low-priced  crude  for  its  refiner- 
ies, including  a  50% -owned,  500,000- 
barrel-a-day  refinery  in  the  Bahamas. 
All  this,  coupled  with  softness  in  the 
prices  Charter  gets  for  some  of  its  re- 
fined products,  helped  bring  about  an 
$8.7  million  loss  in  the  second  quarter 
on  $1.1  billion  in  revenues. 

At  his  castle  in  Ireland,  where  he  has 
been  spending  the  summer,  Mason  says, 
"I'm  a  hundred  years  away  from  modern 
communications.  This  is  my  second 
telephone  call  since  June  11."  With  the 
Billy  Carter  scandal  heating  up,  it  may 
not  be  his  last.— Tlx>mas Jaffe 


Custodian 

Robert  K.  Heimann  is  going  out  quietly 
but  with  an  impressive  record.  The  61- 
year-old  chairman  of  giant  American 
Hxands  (1979  revenues:  $3.8  billion)  is 
taking  early  retirement  at  the  end  of 


Heimann  of  American  Brands 
Guardian  of  the  cash  flow. 


1980  after  eight  years  in  the  executive 
suite,  eight  years  in  which  American 
Brands  will  have  more  than  trebled  its 
earnings;  increased  its  dividend  by  al- 
most 200%;  increased  book  value  from 
under  $17  a  share  to  over  $40.  Not  bad 
for  a  conservative  company  that  never 
makes  the  headlines. 

Viewed  from  the  outside,  Heimann's 
management  style  seemed  laid-back  and 
his  own  attitude  does  little  to  contradict 
the  impression.  Does  he  see  himself  as  a 
conglomerator,  a  master  marketer? 
"We're  custodians  of  cash  flow,"  he  told 
Forbes.  "We're  like  bankers." 

Here's  a  significant  twist:  Heimann 
came  to  American  Brands  in  1953  fresh 
from  the  managing  editorship  of  Forbes. 
While  at  Forbes  he  wrote  a  cover  story  on 
the  then  American  Tobacco  Co.  "Almost 
like  custodians  of  some  dignified  institu- 
tion" was  his  description  of  the  managers 
of  George  Washington  Hill's  old  bailiwick. 
Heimami  seemed  to  fit  right  in.  After  he 
was  installed  in  the  chief  executive's  of- 
fice in  1973,  Heimann  played  a  cautious 
game — letting  market  share  drop  but 
keeping  profits  high.  In  1965  American 
had  25%  of  the  U.S.  cigarette  market;  last 
year,  under  12%. 

Under  Heimann's  predecessor,  Robert 
Walker,  American  Brands  acquired  eight 
businesses  in  everything  from  hand  lo- 
tion (Andrew  Jergens)  and  applesauce 
(Duffy-Mott)  to  Master  locks  and  office 
supplies.  Last  year  these  accounted  for 
38%  of  sales  and  27%  of  earnings.  But 
during  Heimann's  tenure,  American 
Brands  has  only  made  two  acquisitions — 
$110  million  (sales)  Acushnet,  a  golf  and 
rubber  products  company,  and  in  1979 
Franklin  Life  Insurance,  with  $15  billion 
of  policies  in  force.  Among  his  criteria: 
'.'self-supporting,  noncyclical,  not  capital- 
or  labor-intensive,  good  management." 

That,  of  course,  describes  Franklin  per- 
fectly. Insurance  swelled  American 
Brands'  operating  income  by  nearly  $100 
million  and  helped  American  Brands 
shares  nearly  double  in  value  from  48 Vz 


to  a  recent  80'/«  in  18  months. 

"This  is  a  company  run  for  sharehold 
ers,"  says  Bob  Heimann.  "They  tell  mi 
they  want  income  and  that's  what  I  trj 
to  give  them."  In  return,  the  board  oi 
directors  was  good  to  Heimann.  His  sala 
ry  and  total  compensation  last  year  wai 
$864,000  and  he  will  get  $225,000  a  yea] 
in  retirement  benefits. 

Heimann's  announced  successor  a 
chief  executive  officer:  Edward  W 
Whittemore,  57,  executive  vice  presi 
dent-operations.  Note  that,  like  Hei 
mann,  Whittemore  originally  come: 
from  outside  the  tobacco  business;  h« 
came  up  through  the  Wilson  Jones  busi 
ness  supplies  and  Swingline  staplinj 
equipment  divisions.  Whittemore  wil 
undoubtedly  continue  the  policy  of  con 
centrating  on  the  bottom  line  and  on 
slow,  careful  diversification. 

Heimann's  post-retirement  plans?  Foh 
an  ex-newsman  he  is  atypically  reti 
cent.  A  spokesman  said,  in  effect,  "nc 
comment."— T/x»ncis  jaffe 


Looping  the  Loop 

The  latest  Daley  landmark  left  high  and 
dry  in  Chicago  is  real  estate  magnate 
Arthur  Rubloff,  76,  prime  mover  for  sev 
en  years  in  the  city's  multibillion-dolla: 
North  Loop  redevelopment  project 
(Forbes,  Mar.  J).  Last  month  Mayor  Jane 
Byrne  passed  over  Rubloff,  who  says  he'« 
already  spent  $1.5  million  on  the  plan,  tc 
appoint  realtor  Charles  H.  Shaw  as  the 


Developer  Shaw 

When -an  epoch  ended,  there  he  was. 


North  Loop's  coordinating  developer. 

"Shaw  can't  take  my  plans,"  says  the 
infuriated  Rubloff.  "He  hasn't  got  the 
money."  He  may  have  a  point.  The 
smooth-talking  Shaw,  47,  admits  he  has 
no  plans  yet,  either  for  financing  or  de- 
sign, for  the  project  Daley  envisioned 
bringing  about  the  revitalization  of  Chi- 
cago's dying  downtown. — Lisa  Gross 
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most  beai 


The  ring  shown  (onlanrd  for  detail)  is'-valuod  at  about  $2,795.  Prices  are  8tubjejb  rp^hangc.  A  diamond  is  fori-ver.  I  X*  Birrs. 


pending.  The  man  whose  views  may  well 
decide  the  matter  is  Robert  LeResche, 
Alaska's  commissioner  of  natural  re- 
sources, who  was  directed  by  the  court  to 
return  a  finding  on  whether  the  leases 
are  in  the  best  interest  of  the  state  and 
its  citizens. 

If  it  sounds  crazy  to  ask  whether  being 
rich  is  bad  for  you,  LeResche  says  it's  not 
all  that  clear-cut  in  Alaska.  "Clearly  the 
nation  needs  the  oil  and  the  state  needs 
the  money,"  he  says.  In  fact,  the  tiny 
community  of  North  Slope  (population 
9,000)  that  brought  the  suit  supports  a 
$400  million  capital  improvements  bud- 
get through  oil  taxes  alone.  Then  Le- 
Resche adds  a  "however":  True,  the 
community  is  wealthier  but  it's  also 
more  socially  disrupted.  "Alcoholism  is  a 
problem  now.  The  town  has  been  flooded 
with  money,  jobs,  new  people  and  a  lot  of 
politicians." 

But  doesn't  that  mean  the  damage  has 


Robert  M.  Schaeberle  of  Nabisco 
One  smart  cookie. 


much  of  his  effort  and  money  on  buildini 
up  overseas  operations,  where  Nabisc 
had  been  weak  for  years.  Now  he  is  loofa 
ing  to  diversify  further  into  consume 
goods  and  services,  which  provided  leg 
than  10%  of  sales  last  year. 

At  57,  Schaeberle  is  still  nearly  a  de 
cade  from  retirement,  but  he  says:  "Jus| 
the  other  day  this  college  kid  in  m 
town  sent  me  a  paper  he'd  writtei 
about  Nabisco.  .  .  ."—Newcomb  Stilluell 


Faces 

BehindThe  Figures 


Situation  wanted 


Dart's  Justin  Dart 


A  maverick  sticks  around. 

"John  Richman  needs  a  maverick  like 
me,"  says  72-year-old  Justin  Dart,  archi- 
tect of  the  proposed  merger  between  his 
$2.4  billion  (sales)  Dart  Industries  Inc., 
and  Kraft,  Inc.,  the  giant  ($6.4  billion 
sales)  food  company.  Richman  may  need 
Justin  Dart  but  Thomas  R  Mullaney, 
Dart's  prote'ge'  for  four  years,  apparently 
doesn't.  With  Kraft  CEO  John  M.  Rich- 
man  taking  the  top  job  in  the  new  com- 
pany, Dart  &  Kraft,  Inc.,  and  Dart  stay- 
ing active  as  chairman  of  the  executive 
committee,  Dart  President  Mullaney 
turned  in  his  keys  to  the  executive  suite 

"For  four  years  I  worked  in  Justin's 
shadow  and  looked  forward  to  heading 
up  the  company,"  says  the  disappointed 
Mullaney,  47,  former  head  of  Pepsico's 
Wilson  Sporting  Goods  division.  "My 
personal  interest  would  probably  be  hard 
to  serve  in  the  merged  company." 

Dart  replies:  "I  put  the  interest  of  our 
shareholders  ahead  of  Tom's  personal 
ambitions."  Mullaney  wants  to  become 
"the  CEO  of  a  very  exciting,  dynamic 
company.  "—Nick  Gallucciq 


Poor  is  better? 

In  June  an  Alaskan  state  judge  stopped  all 
exploration  on  over  $1  billion  worth  of 
Beaufort  Sea  oil  and  gas  leases  because  of 
a  suit  brought  on  behalf  of  Alaskan  na- 
tives charging  it  would  destroy  their 
"subsistence  lifestyle."  In  other  words, 
their  right  to  be  poor.  Oil  companies 
have  since  gotten  a  higher  court  to  lift 
the  injunction,  but  a  final  decision  is  still 


Alaskan  Commissioner  Robert  LeResche 
The  state  needs  the  money. 

already  been  done?  Probably  so,  says 
LeResche,  asking  rhetorically:  "What's 
more  harmful,  the  first  TV  in  the  village 
or  the  100th?  Logic  says  the  first  one 
accomplishes  99%  of  the  change."  So  he 
says  he  believes  the  sale  should  proceed. 
"You  hear  people  saying  they  wish  oil 
had  never  been  found  here,"  he  says. 
"But  most  of  them  prefer  being  wealthy 
to  being  poor. "— Flora  SH.  Ling 


The  way  the  cracker  snaps 

In  1943  a  Dartmouth  economics  profes- 
sor assigned  senior  Robert  M.  Schaeberle 
to  write  a  paper  on  a  company  of  his 
choice.  Schaeberle  thumbed  through 
Moody's  and  found  one  called  National 
Biscuit  Co. 

It's  called  Nabisco  now  and  Schaeberle 
is  chairman  and  CEO.  With  a  big  boost 
from  overseas  operations,  Nabisco's 
earnings  are  running  15%  ahead  of  last 
year  through  the  first  half.  Sales  of  such 
products  as  Oreos,  Ritz  crackers  and 
Cream  of  Wheat  pushed  revenues  ahead 
to  $1.2  billion. 

For  several  years,  Schaeberle  spent 


The  ITT  way 

In  these  gloomy  days  for  the  steel  indus 
try,  Armco  Inc.'s  oilfield  equipment  am 
production  division  is  a  bright  spot.  Nov 
it  hopes  another  will  be  an  often  ovei 
looked  subsidiary,  Middletown,  Ohio 
based  Bellefonte  Insurance  Group,  origi 
nally  its  captive  insurer.  The  sixth-larg 


Armco's  Samengo-Turner 
Benefits  deferred. 
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Send  Today  for  United's  61st 
Anniversary  Investment  Package 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific 
advice  to  Buy,  Hold,  or  Sell  in  8  timely  Reports 

"7  Stocks  at  $10  and  Under 
to  Buy  Now' 


.99 


Recent  market  action  presents  you  with  an  unusual 
opportunity  to  roll  up  sizable  percentage  gains  in 
carefully-selected  low-priced"  stocks.  So  we  have  picked 
7  we  like,  now  selling  at  $10  a  share  or  below,  and 
recommend  their  purchase  to  you  To  spread  your  risk  ana 
improve  the  likelihood  of  your  profit,  we  suggest  you  buy  at 
least  2  or  3  of  these  issues. 


"17  High- Activity  Stocks 
on  the  NYSE" 

AmCyanamid  City  Invest         Gulf  &  Western 

Am  Home  Prods  Colgate 

ATT  DowChem 

Benguet  Cons  East  Kodak 

Boeing  Fed  Natl  Mtg 

Citicorp  Gen  Motors 


IBM 
ITT 

Philip  Morris 
Sears 


"7  Big  Earnings  Gainers 
to  Buy  Now" 

When  a  company  s  earnings  are  in  a  solid  upward  trend, 
sooner  or  later  its  stock  is  likely  to  be  an  above-average 
market  performer.  And  this  is  especially  true  if  the  profit 
showing  is  superior  to  the  trend  of  overall  corporate 
earnings.  United  recommends  purchase  of  7  such  stocks 
whose  earnings  are  expected  to  be  up  at  least  10%  this 
year,  despite  the  recession. 

20  Oil  Stocks 

United  believes  some  are  good  buys  right  now 


Atl  Richfield 
Brit  Petroleum 
Cities  Service 
Conoco 
Exxon 


Getty 
Gulf 

Kerr-McGee 

Marathon 

Mobil 


Occidental 
Phillips 
Royal  Dutch 
Shell  Oil 
Std  Oil  Calif 


Std  Oii  Ind 
Std  Oil  Ohio 
Sun  Co 
Texaco 
Union  Oil 


80  Utility  Stocks 

United's  own  13  point  evaluation 

United's  analysts  know  that  each  utility's  individual 
strengths  and  weaknesses  can  mean  a  lot  to  its 
investment  performance.  For  instance,  there  is  a 
significant  difference  in  whether  it  uses  coal,  water,  oil  or 
nuclear.  It  can  be  deeply  affected  by  the  regulatory  climate 
in  its  area.  In  this  analysis  we  show  main  fuel  source,  rate 
the  attitude  of  the  regulatory  bodies,  and  present  11  other 
important  factors.  All  thirteen  points  are  weighed  before 
we  give  you  our  advice  on  which  utility  stocks  we  believe 
you  should  buy,  hold  or  sell. 


"7  Takeover  Candidates 
to  Buy  Now" 

Takeover  stocks  have  shown  sizable  price  gains  over  the 
past  year  or  two.  However,  it  is  not  easy  to  tell  in  advance 
who  is  going  to  try  to  take  over  whom .  United  has  done  the 
research  for  you  and  presents  for  your  consideration  an 
attractive  group  of  companies  which  seem  to  fit  the  bill. 
They  look  like  a  good  place  to  start  prospecting  in  your 
attempt  to  make  money  in  takeovers. 


14  Gambling  Stocks 

Are  they  on  the  move  again? 


Bally 

Caesar's  World 
Del  Webb 
Elsinore 
Gen  Instrument 


Golden  Nugget 
Greate  Bay 
Hilton  Hotels 
Holiday  Inns 
Showboat 


MGM 
Playboy 
Ramada  Inns 
Resorts  Int'l 


Money  Market  Funds 

Do  you  know  which  one  is  right  for  you? 

You  can  earn  9% -11%  and  more  on  your  investment, 
whether  it  is  $1,000  or  many  $1,000's.  And  this  United 
Report  can  help  you  decide  which  fund  is  right  for  you.  It 
outlines  the  services  each  fund  offers,  shows  the  average 
maturity  of  its  investments,  and  tells  what  this  means.  It 
gives  current  yield,  size  of  fund,  whether  or  not  exchange 
privileges  are  available,  and  much  other  useful 
information. 


Plus  a  full  8-Week  Subscription  to  United  Reports 

•  Stock  Market  Analysis  and  specific  recommendations  •  General  Business  Forecast  •  The 
Supervised  List  •  Buying  advice  of  other  services  •  Bonds  and  Preferred  Stocks  •  Stocks  to  sell  or 
avoid  •  New  product  studies  •  Views  of  leading  authorities . . .  and  much  more 
8-issue  subscription  to  United  Reports  alone  is  a  $20  value.  Ji 

This  entire  package  only 
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Please  send  me  United's  61st  Anniversary  package  of 
Stock  Market  and  Investment  advice.  I  understand  I  get 
my  money  back  if  I  am  not  completely  satisfied. 
My  check  for  $5  is  enclosed. 

Name  ,  


II 
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Report  #2 
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Lockheed  knows  how. 


I  he  air<  rafl  you  see  above— the  SR-71  and  the  L-101 1 

IriStar    .ire  worlds  apart  in  performance,  yet  each  represents 

a  significant  aerodynamic  advance. 

Hie  SR-71  flies  for  the  Strategic  Air  Command  higher, 
faster  than  any 
other  aircraft.  Look 
at  the  (  hines  on  the 
front  of  the  SR-71  .it 
the  right.  Without 
them,  most  of  the 
"lift"  would  be  in 
the  rear    and  the 
aircraft  would  dive 
as  it  flew.  With  the  chines,  lift  also  is  spread  across  the 
fuselage,  helping  the  SR-71  to  c  ruise  over  2000  mph.  1  he 
SR-71  was  the  first  operational  aircraft  to  use  chines.  Now 
you  find  them  on  advanced  fighters. 

The  Aerodynamic  Fuel  Saver. 

A  unique  aerodynamic  advance  on  the  L-101 1  TriStar  is  help- 
ing airlines  save  fuel.  Note  those  long  wings.  They've  been 


lengthened  nine*  feet  since  the  L-101 1  first  flew. 

An  exclusive  system  of  computer-driven  Active  Control  ,; 
Ailerons  made  this  possible  without  costly,  time-consumir 
redesign.  Automatically,  they  work  in  flight  to  reduce  winj 
structural  loads,  decrease  drag,  produce  a  smoother 
ride  — and  save  enormous  amounts  of  fuel  over  the  life  of 
each  L-101 1. 

In  the  future,  other  jetliners  will  have  Active  Controls,  k 
after  they  first  appeared  on  the  L-101 1. 

The  Aerodynamic  Range  Stretcher. 

The  Navy  told  Lockheed  that  its  newest  fleet  ballistic  miss 
Trident,  must  have  twice  the  range  of  the  earlier  Poseidon. 
But  Trident's  overall  physical  dimensions  could  not  be  any 
larger  than  Poseidon's. 

This  meant  Lockheed  had  to 
give  Trident  a  blunt  nose. 
(Poseidon  had  employed  a  sharp, 
aerodynamical ly  efficient  nose.) 
This  also  meant  more  aero- 
dynamic drag  — and  drag  works 
against  range. 

The  solution:  fool  Mother 
Nature.  Lockheed  engineers 
developed  an  ingenious  tele- 
scoping spike  that  extends  more 
than  four  feet  and  loc  ks  into 
place  at  a  precise  moment  after 
Trident  is  launched. 

Instead  of  flying  through  the 
atmosphere  with  the  blunt  nose 
slamming  into  air,  a  small  disc 


f 


rr^n 


\  front  of  the  aerospike  diverts  airflow  and  creates  the 
lynamic  illusion  that  Trident  is  bullet-shaped.  This 
>  along  with  other  advances,  enabled  Lockheed  to  meet 
lavy's  requirement  of  doubled  range. 

;  Airlifter  Afterbody  Champion. 

ters  are  a  special  breed.  To  airdrop  large  equipment, 
need  wide  rear  doors  that  create  a  flat,  two-dimensional 
ce.  To  provide  fast,  easy  loading,  their  cargo  decks  must 


st  hug  the  ground— and  this  means  airlifters  need  a 
y  upswept  fuselage  afterbody  to  let  the  tail  clear  the 
id  on  takeoff,  particularly  short  field  takeoff.  Both  the 
;ar  surface  and  upswept  afterbody  create  aerodynamic 
that  you  do  not  encounter  in  passenger  jetliners, 
is  caused  the  first  great  airlifter,  Lockheed's  C-130 
ules,  to  have  10%  of  its  overall  drag  in  the  afterbody, 
vd  linking  of  structural,  mechanical  and  aerodynamic 
:s  enabled  Lockheed  to  reduce  afterbody  drag  on  the 
id  great  airlifter,  the  C-141  StarLifter,  to  3%.  In  the  third 
airlifter,  the  huge  C-5  Galaxy,  Lockheed  engineers 
led  afterbody  drag  down  to  an  incredible  1%. 


The  Aerodynamic  Lift/Drag  Champion. 

In  aerodynamics,  lift  is  good,  drag  is  bad.  The  more  lift  and 
the  less  drag,  the  more  efficient  the  aircraft.  And  that's  where 
the  U-2  reconnaissance  aircraft  stands  out.  Those  long, 
slender  wings  give  it  the  highest  lift-to-drag  ratio  of  any 
operational  powered  aircraft  in  the  world.  But  there's  even 
more  to  the  U-2's  stellar  record.  The  wings  are  so  successful, 
in  part,  because  they  are  extremely  light  in  weight.  Manu- 
facturing those  feathery  wings  was  as  great  a  triumph  as 
designing  them. 


The  U-2  story  is  far  from  over.  An  advanced  version,  the 
TR-1  recently  entered  production  at  Lockheed. 

What's  next?  Lockheed's  past  and  present  record  says  new 
advances  are  coming,  in  many  forms  of  flight. 


Lockheed 


MUJOIIS* 


VAII'l  I  PST  °ur  Distribution  Group's 
Illy  LL  UISb  1       wholesaling  of  pharma- 
■      ceutical  products,  mechanical  and 
I  O        electrical  supplies  throughout  the 
2rj5J__"  _  p_    West  helps  make  Amfac 
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is  just  part  of  this  $1.7 


UFA  I  THY    b,1!ion  "Forbes  500';  c°mPany- 

flfefflfal  II  I  Further  diagnosis  reveals  our  Food 


AMFAC 


Group,  the  marketers  of  millions 
of  pounds  of  frozen  potato  products, 
seafood  and  cheese  annually. 
Our  Hotels  &  Resorts  Group 
operates  23  hotels  and  resorts 


in  9  states.  Ten  Liberty  House  Department 
stores  in  California,  one  in  Reno  and  34 
outlets  in  Hawaii  contribute  to  the  rapid 
growth  of  our  Retail  Group.  Sugar 
sweetens  our  earnings.  And  5,763,351 
nursery  plants  sold  by  our  Agriculture  Group 
helped  us  break  ail  sales  records  in  1979. 
We're  a  growing  concern,  concerned 
about  growing.  For  more  information  and 
our  annual  report,  write  Grafton  Jhung, 
Amfac  Inc.,  Western  Regional  Office, 
PO  Box  7813,       J0V_  /p 

Bringing  you  life's  little  things, 
in  a  big  way. 
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U.S.  steel  company,  Armco  hopes  to 
i  Bellefonte  into  a  financial  services 
sidiary  as  successful  as  the  one  ITT 
together  in  Europe.  How  better  to 
ceed  than  to  hire  the  ITT  team? 
/illiam  Samengo-Turner,  a  British  in- 
ince  turnaround  specialist  who  head- 
that  team  under  Howard  T.  (Ted) 
in,  is  now  chief  executive  of  Belle- 
te  for  Europe,  while  Cohn  is  overall 
irman  and  CEO.  In  May  Samengo- 
ner  followed  Cohn,  who  had  left  ITT 
Armco  in  September.  "We  developed 
strategy  for  ITT  in  Europe,"  he  says, 
sically  the  plan  is  to  do  it  all  over- 
in  for  Armco." 

amengo-Tumer  predicts  a  difficult 
i  years  in  the  U.S.,  his  biggest  market, 
projecting  out  over  five  years,  ITT- 
e,  he  says  his  end  of  Bellefonte  will 
w  fairly  modest  growth,  to  around 

0  million  in  total  net  premiums  from 
million  currently.  (Total  premiums 

tten  by  the  whole  Bellefonte  group 
e  around  $240  million  last  year.)  But, 
le  and  Cohn  did  at  ITT,  he  plans 
:tical  acquisitions"  that  he  hopes  will 
ble  the  size  of  the  company. 
'.e  better  do  it.  Samengo-Turner's  con- 
t  also  bears  some  of  the  ITT  stamp; 
benefits,  he  says,  are  results-oriented, 
mco  bought  me,  essentially,"  he 
>.  "But  they  bought  me  on  a  deferred 
.s.  If  I  deliver  the  goods,  at  the  end  of 
years,  I'll  do  very  well."— Barbara  Ellis 

How  much  will  it  cost? 

ck  in  1973,  when  I  set  up  a  capital 
lation  subcommittee,  some  of  the 
;s  asked  me  if  it  had  something  to  do 
ti  the  architecture  of  the  Capitol," 
>  Senator  Lloyd  Bentsen  (D-Tex.). 
v,  capital  formation  is  a  buzz  term,  so 

1  shouldn't  the  same  thing  happen 
ti  Bentsen's  latest  idea,  regulatory 
gets? 

that's  a  regulatory  budget?  It's  a  ceil- 
on  the  cost  of  regulation,  Bentsen 
> — not  the  cost  to  the  government  of 
rating  OSHA  or  the  FTC,  but  the  cost 
usiness  and  the  public  of  their  regula- 
is.  "Time  and  time  again  I've  heard 
icy  heads  say  costs  are  not  a  concern 
hem,"  he  says.  Under  Bentsen's  plan, 
igress  would  annually  give  agencies  a 
cimum  cost  to  impose  on  society.  If 
Environmental  Protection  Agency's 
llatory  budget  was  $50  billion,  say, 

the  EPA  wanted  to  cut  all  smoke- 
ks  down  to  3  feet  to  fight  acid  rain, 

Office  of  Management  and  Budget 
ild  certify  the  cost.  If  the  figure  was 


Texas'  Bentsen 
Buzzwords  far  the  90s? 


$50  billion,  that  would  be  the  only  EPA 
rule  allowed  that  year. 

"It's  not  going  to  be  easy  and  it's  not 
something  we  should  put  in  full  effect 
overnight,"  says  Bentsen.  "But  I  think 
we  at  least  ought  to  have  a  pilot  plan.  Our 
resources  are  limited,  and  we  must  set 
some  priorities."— Beth  Bropby 

Eye  to  eye? 

E.  Gerald  Corrigan  was  once  Paul  A. 
Volcker's  closest  adviser.  Now  the  grav- 
el-voiced former  Fordham  economics 
professor  is  his  own  man  as  the  new 
$80,000-a-year  president  of  the  Federal 
Reserve  Bank  of  Minneapolis. 

His  views?  "Monetary  policy  isn't  a 
panacea,"  says  the  39-year-old  Corrigan, 
and  in  that  he  agrees  with  his  predeces- 


sor in  Minneapolis,  Mark  Willes.  Now 
chief  financial  officer  of  General  Mills, 
Inc.,  Willes  was  often  at  odds  with  for- 
mer Fed  Chairman  and  now-Treasury 
Secretary  G.  William  Miller  over  the  ef- 
fectiveness of  tinkering  with  short-term 
money  supply.  Willes  voted  six  times 
against  expanding  the  money  supply,  ar- 
guing that  quick  fixes  would  do  more 
harm  than  good  over  the  long  term. 

But  Corrigan  says  he's  less  worried 
about  ideology  right  now  than  reality — 
finding  a  way  to  integrate  15,000  thrift 
institutions  into  the  5,000-bank  U.S. 
banking  system  under  the  new  Mone- 
tary Control  Act,  a  job  somewhat  like 
a  python  swallowing  a  pig.  At  the 
same  time,  he  wants  to  ease  up  on 
banks'  regulatory  burdens.  Says  Cor- 
rigan: "Maybe  we'll  take  the  lead 
on  that."— Lisa  Gross 


If  the  shoe  fits 


Corrigan  of  the  Minneapolis  Fed 
Pragmatism,  not  panaceas. 


Special  Counsel  Bloom 
Setting  his  sights  on  big  oil. 

"Some  of  the  people  I  deal  with  will  tell 
you  I'm  a  demagogic  son  of  a  bitch,"  says 
Paul  Bloom,  who  may  be  the  kind  of 
regulator  Senator  Lloyd  Bentsen  is  talk- 
ing about  (see  story  this  page).  Bloom,  spe- 
cial counsel  for  compliance  at  the  DOE, 
has  filed  almost  $10  billion  worth  of  civil 
actions  against  the  nation's  top  15  oil 
companies  for  alleged  violations  of  oil 
pricing  and  allocation  regulations. 

So  far,  Bloom,  a  41 -year-old  former 
state  water  lawyer  for  New  Mexico,  has 
extracted  some  $1.5  billion  since  he  set 
up  shop  in  December  1977.  That  was 
soon  after  the  old  Federal  Energy  Admin- 
istration realized  it  had  no  w„y  of  know- 
ing whether  the  oil  companies  were 
complying  with  the  labyrinthine  regula- 
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tions  the  government  dreamed  up. 

As  to  whether  the  whole  thing  made 
any  sense,  Bloom  says  that's  not  his  af- 
fair. "I  don't  have  any  particular  love  or 
hate  for  the  oil  companies,"  he  says. 
"The  government's  role  is  to  redeem  the 
integrity  of  the  regulatory  system — 
whether  that  system  is  wise  or  not — and 
make  it  work  for  the  consumer."  Next 
target  of  Bloom's  $23  million,  350-ac- 
countant,  50-lawyer  office:  the  next  20 
largest  U.S.  oil  companies.— leff  Blyskal 


Anderson's  point  man 


Lawyer  Rogovin 


Two  parties  have  their  limits. 

Mitchell  Rogovin  leans  back  in  his  chair. 
"If  you  delve  into  history  you  find  that 
Abraham  Lincoln  was  a  dark  horse  out  of 
the  third-party  stable,"  he  says.  "Teddy 
Roosevelt  was  hardly  an  unknown,  yet 
he  bolted  the  Republican  Party  and  cre- 
ated the  Bull  Moose  Party." 

If  you  think  that  sounds  like  someone 
who  works  for  John  Anderson,  you're 
absolutely  right.  Rogovin,  a  49-year-old 
senior  partner  in  the  Washington  law 
firm  of  Rogovin,  Stem  &  Huge,  is  one  of 
the  most  important  people  in  the  An- 
derson campaign.  If  he  can  succeed  in 
getting  Anderson  on  the  ballot  as  an 
independent — a  tough  job  in  at  least  a 
dozen  states,  including  ones  as  impor- 
tant as  California,  New  York  and 
Ohio — Anderson  can  go  into  the  history 
books,  win  or  lose.  If  Rogovin  fails,  his 


man  may  fade  to  a  footnote  at  best. 

Rogovin,  one  of  Washington's  best- 
known  defense  attorneys,  has  repre- 
sented clients  from  the  radical-left 
think  tank,  the  Institute  for  Policy 
Studies,  to  the  former  head  of  the  CIA, 
William  Colby.  He  represented  a  New 
York  Times  reporter  in  the  Pentagon  Pa- 
pers case,  the  former  Lockheed'  chair- 
man of  the  board  and  president  in  a 
bribery  case  and  the  forgettable  Ian 
Schrager,  cojowner  of  Studio  54,  now  in 
the  slammer  for  tax  evasion. 

Clearly  Rogovin  is  his  own  man.  Says 
he:  "The  third  party  in  this  country  has 
been  a  very  healthy  means  of  reforming 
the  major  parties.  There's  nothing  sacro- 
sanct about  the  two-party  system." 

He  sips  his  coffee  from  a  mug  embla- 
zoned with  the  snake  of  the  Soviet  KGB. 
A  gift  from  one  of  his  leftist  clients?  No, 
a  souvenir  from  the  CIA.— Beth  Brophy 


Ziffervescence 

Was  William  Ziff  saying  something 
about  the  future  of  the  printed  word 
when  he  bought  a  computerized  eco- 
nomic consulting  division  on  June  12? 
Absolutely  not,  says  the  chairman  of  the 
$500  million  (revenues),  privately  owned 
Ziff  Corp.  magazine  empire:  "We  hap- 
pen to  have  more  cash  flow  than  maga- 
zines in  which  we  believe  absolutely." 

Nevertheless,  says  Ziff,  computers  are 
upon  us:  He  expects  his  Wharton  Econo- 
metric Forecasting  Associates  to  become 
the  nucleus  of  a  division  called  "Strategic 
Information"  that  should  provide  around 
20%  of  revenues  by  1985. 

Data-based  economic  consulting  is  sim- 
ply more  specialization,  says  Ziff,  who  has 
built  his  company  out  of  specialties — 
magazines  like  Car  &  Driver  and  Yachtitiii, 


Ziff  of  Ziff  Corp. 


Specialize! 


real  estate,  greeting  cards  and  broadca  I 
ing:  "Any  market  that  is  made  up  o  i 
relativelysmall,needfulaudiencewhou  | 
pay  a  lot  for  information  they  can't  w  I 
now  out  of  other  sources  is  a  good  place  | 
be."  Of  course,  econometrics  will  a  i 
have  some  powerful  competition  from  t : 
likes  of  McGraw-Hill's  DRI  and  ChJ 
Econometrics.— Christine  Miles 


Cryptocapitalism 
in  Canton 


/.//  Ytixi 


Taking  care  of  business. 

For  a  veteran  of  the  Chinese  Revolutu 
and  a  20-year  veteran  of  the  Peoplt 
Republic  bureaucracy,  Lu  Yuxi  talks 
good  game  of  free  enterprise.  "Compel 
tion  is  good  for  business,"  he  says.  "V 
are  investigating  the  market.  We  a; 
looking  for  new  clients." 

Slender  and  soft-spoken,  Lu  is  head  « 
the  National  Arts  &  Crafts  Import  . 
Export  Corp.  in  Guangdong,  an  area  < 
southern  China  that  includes  Cantoi 
China's  tenth-largest  city.  Guangdong 
one  of  the  provinces  of  the  People's  Ri 
public  given  a  trial  period  of  greatt 
autonomy  to  promote  foreign  trade.  Th; 
may  explain  why  Guangdong  beat  tr. 
national  government  in  delivering  th 
first  exhibit  of  Chinese  handicrafts  t 
New. York  in  July. 

Says  Lu:  "We  deal  directly  with  bu? 
ers,  set  terms,  negotiate  price.  The  m 
tional  leadership  furnishes  us  the  trad 
policies  and  world  market  information. 
The  province  keeps  70%  of  the  profits- 
which  even  now  are  hardly  peanuts:  Las 
year  Guangdong  exported  $400  millio 
worth  of  handicrafts,  antiques  and  pre 
duce  and  Lu  hopes  to  increase  that  b 
30%  this  year.— Flora  S.H.  Ling 
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Put  Corroon&Black 
on  the  job. 


We're  the  brokers  who'll  do  more  than  handle  your 
surety  bonding  and  construction  insurance  needs. 


Having  the  proper  surety  bond  and  construction 
insurance  can  be  as  vital  to  getting  a  big  construction 
job  as  the  bid  itself.  And  that's  where  Corroon  & 
Black's  expertise  can  help. 

Our  surety  bonding  specialists  will  work  with  you 
to  make  certain  the  required  bonding  credit  availabil- 
ity is  there  when  you  need  it.  And  our  in-depth  con- 
struction industry  experience  will  serve  to  help  you 
with  your  bonding,  insurance,  and  other  construction 
project  requirements. 


Couldn't  you  use  this  kind  of  assistance?  Then  call 
Corroon  &  Black.  Our  team  of  professionals  will  ana- 
lyze your  surety  bond  program  and  all  your  construc- 
tion insurance.  And  show  you  the  advantages  of  deal- 
ing with  one  of  the  largest  business  insurance  brokers 
in  the  world,  with  more  than  90  offices  worldwide. 

To  start,  just  call  Richard  M.  Miller,  President, 
toll-free,  at  800-221-7024.  (In  New  York,  call  collect 
212-363-4100.) 


CB  Corroon&Black 

Wall  Street  Plaza,  New  York,  NY  10005  •  Offices  nationwide  and  worldwide 


So  you  want  to  borrow  long-term  money  at  3  %■  Why  not?  Here's  hot\ 
Textron  did  it — and  how  Mesa  Petroleum  did  nearly  as  well 


Wall  Street's  latest- 
hybrid  convertibles 


The  Streetwalker 


Some  of  the  slickest  packaging 
around  these  days  is  coming  out  of 
Wall  Street.  Take  the  debentures 
Mesa  Petroleum  Co.  and  Textron  Inc. 
brought  to  market  last  spring,  when 
guessing  on  long-term  coupon  rates  was 
a  dicey  business.  The  offerings  were  siz- 
able enough — $76.6  million  in  the  case  of 
Mesa;  $85  million  in  the  case  of  Textron. 
Both  companies  managed  to  sneak  by 
with  admirably  low  coupon  rates  (8.5% 
and  7.75%,  respectively)  at  a  time  when 
outfits  of  comparable  quality  were  pay- 
ing 1 1.75%  or  more  for  straight  debt. 

Despite  those  relatively  thin  yields, 
both  issues  have  been  bid  up  nicely  in 
the  last  couple  of  weeks.  A  generally  re- 
surgent bond  market  has  helped.  But  the 
move  in  the  Mesa  and  Textron  deben- 
tures is,  as  much  as  anything  else,  a 
tribute  to  inspired  packaging. 

The  issues  are  hybrids  of  a  rare  form. 
Only  four  others  of  the  same  type  have 
popped  up  on  the  Big  Board  bond  list 
since  1970.  The  debentures  convert  un- 
conventionally, not  into  the  underlying 
common  of  the  companies  themselves, 
but  into  portfolio  stocks  in  which  they 
have  handsome  profits — 1.15  million 
shares  of  General  American  Oil  in  the 
case  of  Mesa;  1.45  million  shares  of  Al- 
lied Chemical  in  the  case  of  Textron. 

Mesa  and  Textron  have  their  cake  in 
the  form  of  potentially  higher  dividends 
on  escrowed  portfolio  stocks  that  may 
not  be  demanded  by  debenture  holders 
for  years.  Mesa  and  Textron  also  got  to 
eat  their  cake  by  converting  their  invest- 
ment in  the  stocks,  plus  a  fat  additional 
premium  paid  by  debenture  holders,  into 
very  low-cost  new  capital — all  on  a  slow- 
pay,  tax-deferred  basis. 

There's  some  sweetener  for  the  deben- 
ture holders,  too:  a  long-term  call  on  po- 
tential capital  gains  of  their  own  in  Gen- 
eral American  and  Allied,  with  the  kick- 
er of  a  better  current  return  than  can  be 


had  on  the  underlying  stocks.  At  prevail- 
ing prices  the  Mesa  Pete  debentures,  for 
example,  are  yielding  7.3%  compared 
with  only  0.9%  on  the  General  Ameri- 
can shares  for  which  they  can  be  ex- 
changed. Textron's  debentures  are  yield- 
ing 7.4%,  Allied  Chemical  common, 
about  4.3%. 

Cake,  yes;  free  lunch,  no.  Conversion 
of  a  conventional  debenture  into  the 
common  stock  of  the  mother  company 
is  a  nontaxable  event.  For  reasons  buried 
in  the  dank  verbiage  of  the  Internal  Rev- 
enue Code,  however,  an  exchange  on  hy- 
brids like  the  Mesa  and  Textron  deben- 
tures qualifies  as  a  capital  gains  happen- 
ing. Thus,  a  taxpayer  in  the  top  bracket 
lucky  enough  to  swap  $1,000  worth  of 
the  Mesa  8 Vis  of  2000  for  $2,000  worth 
of  General  American  common  would  be 
liable  to  the  capital  gain  levy  the  minute 
he  makes  the  switch. 

Like  conventional  convertibles,  the 
hybrids  can  produce  capital  gains  only  if 
a)  the  price  of  the  portfolio  stock  ad- 
vances; b)  interest  rates  decline;  or  both. 
The  environment  so  far  has  been  friend- 
ly. The  bull  market  in  crude-producers' 
shares  has  pushed  General  American 
from  the  57%  at  which  it  was  trading 
when  the  Mesa  debentures  made  their 
debut  to  67% — a  tad  above  the  66  price 
at  which  the  debentures  can  be  ex- 
changed for  15.09  shares  of  the  portfolio 
common. 

Thanks  to  the  gravitational  pull  of 
that  move,  Mesa's  hybrids  have  shot 
from  the  original  offer  of  $1,000  to 
$1,175.  Now  that  General  American  has 
crashed  through  the  barrier  of  the  ex- 
change price,  the  debentures  should 
move  point  for  point  with  the  common 
if  it  continues  to  rise.  If  the  stock  sells 
off,  their  higher  yields  should  put  a  floor 
under  the  debentures.  That's  the  theory 
of  investing  in  converts — the  prospect 
of  participation  in  an  upside  move  and  a 


degree  of  protection  on  the  downside,  a 
with  the  prospect  of  reasonably  goc 
current  income. 

The  theory  has  worked  with  Allk 
Chemical  so  far,  too.  More  an  oil  than 
chemical  play  itself  these  days,  Allie 
has  moved,  but  not  nearly  so  dramatica 
ly  as  General  American.  The  stock  h; 
gone  from  50  to  51%  over  a  period  i 
which  Textron's  debentures  have  rise 
from  the  original  offer  of  $1,000  l 
$1,050. 

It  was  a  highly  sophisticated  strateji 
that  led  Mesa  and  Textron  to  go  th 
hybrid  route.  Both  had  long  profits  in  til 
portfolio  stocks — $11  million  for  TeJ 
tron  and  $45  million  for  Mesa. 

For  a  variety  of  reasons,  both  compj 
nies  wanted  to  get  out  of  the  stock 
Mesa,  for  example,  had  bought  up  7.41 
of  General  American  in  the  hope  of  d< 
ing  a  merger.  General  American  cou] 
not  be  persuaded  to  go  along.  Textron 
original  plan  to  buy  up  9.6%  of  Allie 
changed  when  its  management  (and  A 
lied's)  changed. 

Both  companies  felt  they  could  g<t 
higher  returns  by  plowing  the  invesi 
ment  money  back  into  the  mainstreai 
of  the  business.  Neither,  however,  ws 
terribly  enthusiastic  about  letting  tY. 
IRS  take  a  big  capital  gains  bite  out  o 
their  profits.  Was  there  some  way  the 
could  have  their  cake  and  eat  it,  too 
Why,  yes,  thanks  to  some  sharp-pencile 
figuring  and  the  corporate  finance  boi 
fins  at  Salomon  Brothers  and  Merrii 
Lynch  White  Weld. 

Maurice  G.  Wilkins  Jr.,  vice  presider 
and  treasurer,  explains  how  the  arithmt 
tic  worked  at  Textron.  The  conglome: 
ate  paid  about  $61  million,  an  average  | 
about  $42.50  a  share,  for  its  Allied  stocl 
Selling  the  stock  at  50  would  hav, 
brought  in  about  $72  million — an  $11 
million  gain  that  the  28%  tax  bite  woul 
instantly  reduce  by  $3  million,  leavin 
Textron  with  $69  million  in  hand. 

Not  bad,  but  not  nearly  so  good  a 
wrapping  the  stock  in  debentures.  Tes 
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A  bright  future  is: 
being  in  an  industry 
no  other  industry 
can  do  without. 


Today,  it  is  difficult  to  imagine  a  business  in 
any  major  industry  being  managed  efficiently, 
or  even  producing  its  products,  without  some 
reliance  on  electronic  information  processing 
equipment. 

That's  why  the  information  processing  in- 
dustry is  growing  so  fast. 

And  MAI,  as  a  major  multinational  manu- 
facturer, marketer  and  servicer  of  Basic  Four® 
business  computer  systems,  is  well  positioned 
to  participate  fully  in  this  industry's  growth. 

For  several  reasons: 

By  supplying  useful  information  faster,  and 
often  at  lower  cost,  MAI's  products  and  ser- 
vices help  businesses  manage  their  operations 
more  efficiently.  An  important  advantage,  par- 


ticularly in  a  time  of  recession. 

Our  increasing  investment  in  research  and 
development  keeps  our  products  technological- 
ly and  cost  competitive. 

Our  products'  acceptance  in  rapidly  expand- 
ing worldwide  markets,  combined  with  our  fi- 
nancial and  management  capabilities,  are  re- 
flected in  our  revenue  growth  over  the  past 
five  years. 

And  our  capital  expenditures,  which  have  in- 
creased substantially  over  the  same  period,  will 
continue  to  increase  in  1980.  An  expression  of 
our  confidence  in  a  bright  future. 

To  learn  more  about  MAI  write  for  our 
Annual  Report  to:  Management  Assistance  Inc., 
300  East  44th  Street,  New  York  NY  1 001 7. 
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It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


Hie  Streetwalker 


tron  in  effect  added  to  its  paper  profits  by 
slapping  an  18%  premium  on  the  stock 
that  marked  up  its  conversion  price  from 
50  to  59.  The  conglomerate  netted  $84.6 
million  on  the  sale  of  the  debentures,  $16 
million  more  in  cold  hard  cash  than  it 
would  have  if  the  stock  had  been  sold 
outright. 

True,  Textron  is  paying  7.75%  or 
about  $6.5  million  in  the  first  year  for  the 
use  of  that  money,  most  of  which  went 
to  whittle  down  high-cost,  short-term 
debt,  but  those  are  not  bottom-line  num- 
bers. The  aftertax  cost  on  the  debt  ser- 
vice is  about  $3.5  million,  according  to 
Treasurer  Wilkins,  and  that  has  to  be 
reduced  by  the  $3.2  million  (85%  taxfree) 
in  Allied  dividends  Textron  continues  to 
collect.  Wilkins  figures  that  Textron — 
"net  net" — is  paying  about  a  half-million 
dollars  for  the  use  of  that  extra  $16  mil- 
lion it  got  to  play  with  by  adopting  the 
hybrid  strategy.  That's  a  net  cost  of  3%! 
Try  beating  that.  The  debentures  do  not 
mature  until  2005  and  Textron  won't 
have  to  begin  paying  up  its  capital  gains 
liability  on  the  stock  until  the  debenture 
holders  begin  to  convert.  That  may  not 
begin  to  happen  in  any  significant  way 
until  1 1  years  from  now,  when  the  clock 
on  mandatory  sinking  fund  retirements 
begins  to  run. 

Treasurer  Wilkins  looks  up  with  a 
pleased  grin  from  the  numbers  that 
have  been  dancing  over  the  face  of  his 
desk-top  calculator.  "What  we've  done 
is  back  out  our  investment  and  profits 
and  got  some  nice  low- cost  money  to 
work  with,"  he  says.  "We  know  we  can 
make  more  on  it  in  the  operating  divi- 
sions than  in  the  stock  market."  The 
numbers  are  somewhat  different  at 
Mesa  (General  American's  dividends 
amount  to  about  $650,000  a  year),  but 
Chairman  T.  Boone  Pickens  Jr.  is  pur- 
suing the  same  logic. 

Any  risks?  Unfortunately,  yes,  for  in- 
vestors. Interest  rates  could  go  up;  Allied 
and  General  American  common  could 
fall  out  of  bed.  Look  at  what  the  whip- 
lash of  that  double  jeopardy  has  done  to 
other  hybrids  like  the  Dart  Industries 
4  Vis  of  1997  (exchangeable  into  3M  com- 
mon) or  the  International  Paper  4 Vis  of 
1996  (exchangeable  into  C.R.  Bard  com- 
mon). The  Darts  are  trading  at  around 
$680  per  $1,000,  the  International  Papers 
at  around  $585. 

The  packaging  business  on  Wall 
Street,  though,  is  no  different  from  any- 
where else.  Nothing  is  more  imitated 
than  success.  The  likelihood  is  that  oth- 
er hybrids  will  soon  be  following  the 
xMesa-Textron  lead.  The  Sun  Co.,  for 
instance,  has  already  said  that  it  intends 
to  spin  off  the  32.5%  interest  it  owns  in 
Becton,  Dickinson  by  way  of  a  deben- 
ture offering.— Richard  Phalon 
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What  kind  of 
accounting  firm  doesn't 
stop  at  the  bottom  line? 


The  bottom  line  isn't  the  only  thing 
you  have  to  consider  in  your  business. 

And  it  shouldn't  be  the  only  thing  your 
accountant  considers. 

In  our  view,  an  accounting  tirm  owes 
you  some  innovative  thinking,  too.  About 
your  business,  and  ways  to  improve  it. 

Which  means  what,  exactly? 

Well,  among  other  things,  it  means 
helping  you  evaluate  your  internal 
[accounting  controls— to  satisfy  your  own 
particular  needs,  regardless  of  what  the 
SEC  may  ask  for  eventually. 

It  means  having  people  who  under- 
stand your  business— its  accounting 


practices,  its  regulatory  environment,  its 
financial  pressures. 

It  means  having  the  tax  know-how 
(and  sophisticated  computer  programs] 
to  run  through  all  the  tax  alternatives 
available  to  you— and  to  come  up  with 
the  one  that  hurts  least. 

At  Deloitte  Haskins  &  Sells,  it  means 
all  this  and  a  whole  lot  more. 

When  all  is  said  and  done,  nobody 
who's  anybody  in  business  thinks  only 
about  the  bottom  line.  llfilniWfl 

As  accountants,  we  UpiOiXiE 

think  our  pb  is  to  Haskins  Sells 


go  beyond  it. 


Beyond  the  bottom  line 


©1979  Deloitte  Haskins  &  Sells.  1114  Avenue  of  the  Americas.  New  York.  N  Y  10036 


A  gaggle  of  well-heeled  high  rollers  have  dis- 
covered reinsurance.  Is  ignorance  bliss? 


Blindman's 
buff? 


By  Stanley  Ginsberg 


REINSURANCE  LOOKS  LIKE  a  Simple 
enough  proposition:  the  purchase 
of  insurance  by  one  insurance 
company  from  another — the  way  book- 
ies lay  heavy  action  off  on  other  bookies 
to  limit  their  exposure  if  the  long  shot 
comes  in.  It  also  looks  like  a  money 
machine.  Since  the  late  1940s  the  do- 
mestic reinsurance  industry  has  grown 
at  better  than  10%  a  year,  with  premi- 
ums reaching  $9  billion  last  year.  What's 
more,  the  industry  has  consistently  re- 
turned 12%  to  15%  on  equity. 

Lured  by  the  vision  of  easy  cash,  a  lot 
of  new  players  have  moved  into  the  rein- 
surance game  over  the  past  few  years. 
They  come  from  all  over  the  map,  and 


they  gather  at  the  big  markets — New 
York,  London,  Bermuda — lugging  their 
baskets  full  of  capital  and  pricing  close  to 
the  edge,  if  not  over  it.  With  so  many 
new  players  eager  to  snap  up  business, 
the  once-orderly  market  is  now  in  a  state 
of  uncertainty.  As  one  broker  puts  it: 
"One  stiff  breeze  and  it's  all  over." 

Beneath  the  profitable  surface,  reinsur- 
ance is  a  complex  tangle  of  international 
gentlemen's  agreements,  an  absence  of 
regulation  and  firm  ground  rules  and  a 
seductively  large  cash  flow  that  is  too 
easily  mistaken  for  profit.  It  is  a  game  of 
feel  and  judgment,  and  the  field  is  already 
littered  with  the  bodies  of  the  foolhardy. 

"For  years,"  says  Daniel  Gross,  presi- 
dent of  Kramer  Capital  Consultants,  Inc., 
"a  relative  handful  of  knowledgeable  in- 


General  Re  Chairman  Hudson 

"A  West  Coast  earthquake  could  bring  the  industry  down. 


ternational  writers,  with  longtime  bus 
ness  relationships  came  together  in 
free-market  environment  where  supp 
and  demand  set  the  prices.  It  was  bol 
stable  and  highly  profitable."  While  pi 
mary  property/casualty  insurers  rode  til 
roller  coaster  every  six  years,  compani< 
like  General  Reinsurance,  the  largest  ar 
by  all  accounts  the  best-managed  of  t 
domestic  companies,  could  show  an 
derwriting  profit  for  every  year  betwee 
1947  and  1973. 

But  in  reinsurance,  underwriting  pre 
its  are  the  smallest  part  of  the  pictur 
The  real  money  is  in  investment 
come.  In  1978,  for  example — a  good,  bi 
not  outstanding,  year — the  domestic  ii 
dustry  realized  underwriting  profits 
0.5%  on  $8.5  billion  in  premiums.  Ii 
vestment  income,  meanwhile,  came 
1 1 .4%  of  premiums.  What  makes  th 
possible  is  the  float.  Most  propert 
casualty  lines  have  a  long  "tail" — the  ii 
terval  between  collecting  premiums  ar 
paying  off  losses.  Therefore,  it  is  possib 
to  show  underwriting  losses  while  ma. 
ing  money  on  the  portfolio.  It  has  bee 
estimated  that  every  dollar  of  premiui 
produces  $1.53  in  investable  funds. 

There  is  more:  Reinsurance  can  be 
ideal  tax  shelter  because  underwritii 
losses  and  the  statutory  accounting  pra 
tice  of  charging  sales  costs  to  the  fir 
year  can  both  create  tax-loss  carryfo 
wards.  Combine  that  with  a  portfolio 
tax-exempts  and  a  reinsurer  can  kee 
nearly  everything  it  earns. 

Consider  General  Re's  1979  tax  bill: 
it  had  to  pay  at  the  prevailing  corpora 
rate,  the  company's  earnings  of  $152, 
million  on  $772.5  million  in  premium 
would  have  produced  a  tax  liability 
just  over  $70  million.  In  fact,  Gener 
Re's  net  payment  of  $9.3  millic 
amounts  to  barely  6%  of  income — ari 
that  in  a  year  without  a  carryforward. 

Then  there  is  the  inflation-relate 
growth  factor.  One  of  the  reasons  prim 
ry  insurers  go  to  the  reinsurance  mark' 
is  to  keep  liabilities  in  line  with  su 
pluses.  When  these  liabilities  rise  fast 
than  surplus  warrants — as  in  times 
high  inflation — the  primary  insurers  a 
faced  with  a  choice:  They  can  refu 
business  and  lose  market  share,  or  the 
can  continue  writing  and  lay  off  the  e: 
cess,  while  collecting  a  commission  fi 
their  trouble.  Between  1973  and  19" 
total  reinsurance  premiums  written  gre 
by  better  than  20%  a  year. 

Small  wonder  then  that  the  field 
filling  up  and  that  price-cutting  shrar 
profits  last  year  and  this.  "In  the  past  fi\ 
years,"  observes  Paul  Ingrey,  Prudenti 
Re's  chief  underwriting  officer,  "tH 
number  of  reinsurers  writing  in  the  U. 
may  have  doubled."  Who  are  the  nei 
players?  Many  are  foreign-owned  compi 
nies — French-owned  SCOR,  for  exampll 
whose  U.S.  premiums  have  grown  froi 
$1  million  in  1974  to  $19  million 
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.978,  or  Skandia,  which  jumped  from 
>35  million  to  $142  million  between 
973  and  1978.  Others  are  newly  formed 
mderwriting  pools,  like  AIG's  Transat- 
antic  Re,  which  wrote  $98  million  in 
978,  its  first  year  of  operation,  and  life 
nsurers'  reinsurance  subsidiaries  like 
'rudential  Re  ($307  million  in  1978)  and 
rtony  Re  ($58  million).  Even  so  vener- 
ible  an  institution  as  Lloyd's  is  following 
he  trend:  In  the  past  four  years  the  num- 
ter  of  names  in  the  Lloyd's  syndicate 
ists  had  doubled.  "Most  of  them  never 
losed  out  a  year  until  this  year,"  sniffs 
me  veteran  broker. 

But  by  far  the  biggest  new  group  of 
ntrants  are  the  captives — subsidiaries 
»f  industrial  corporations  that  were 
iriginally  set  up  to  stabilize  earnings 
nd  reduce  taxes.  After  the  IRS  ruled  in 
978  that  Carnation  could  not  deduct 
ts  self-insurance  premiums  unless  the 
aptive  wrote  outside  business,  a  whole 
lew  gang  of  players  hit  the  street  all  at 
mce'.  "Here  were  a  lot  of  guys — corpo- 
ate  risk  managers — who  saw  their  big 
ireak,"  says  an  analyst.  "Suddenly  they 
tad  a  chance  at  running  their  own 
how.  They  could  head  a  profit  center 
nd  not  an  overhead  department.  They 
ouldn't  wait." 

When  you  have  that  much  hungry  cap- 
tal  around  something  has  got  to  give, 
nd  that  something  is  usually  prices. 
Last  year,"  says  Prudential  Re's  Ingrey, 


"we  wrote  coverage  on  a  midwestern 
public  utility  for  $100,000.  This  year  we 
offered  the  same  deal  for  $60,000 — a 
40%  cut — and  lost  out  to  someone  who 
wrote  it  for  $30,000." 

Current  interest  rate  levels  have  done 
a  lot  to  spur  the  price-cutting.  "There 
really  isn't  much  of  a  choice,"  Ingrey 
continues.  "Either  you  can  take  the 
chance  on  bigger  underwriting  losses  in 
order  to  maintain  market  position,  or 


Reinsurance  is  a  complex  tan- 
gle of  international  gentle- 
men's agreements  and  ab- 
sence of  regulation  and  a  se- 
ductively large  cashflow  that 
is  too  easily  mistaken  for 
profit.  It  is  a  game  of  feel  and 
judgment,  and  the  field  is  al- 
ready littered  with  the  bodies 
of  the  foolhardy. 


turn  underpriced  business  away  and  live 
off  the  surplus  account."  Whatever  the 
choice,  too  many  years  of  cut-rate  pric- 
ing can  put  a  big  crimp  into  investment 
income  as  well  as  into  underwriting  re- 
sults. All  this  could  lead  to  defaults. 

What  makes  a  default  likely  is  that  the 
majority  of  reinsurers,  and  new  entrants 
in  particular,  appear  to  be  underreserved. 
"Reserves  are  critical,"  says  General  Re 


Chairman  Harold  J.  Hudson  Jr.  "As  a 
long-tail  line,  claims  go  out  very  slowly — 
as  an  extreme  example,  we  have  just 
received  a  World  War  II  claim.  Profitabil- 
ity depends  on  how  accurately  you  re- 
serve against  claims.  Too  many  reinsur- 
ers are  prematurely  passing  premiums 
through  to  the  earnings  column." 

Another  serious  problem  is  the  fact 
that  the  newcomers  are  ending  up  with 
the  highest  risks — at  the  lowest  prices.  It 
is  a  maxim  that  the  further  a  risk  has 
traveled,  the  closer  it  must  be  examined. 
Yet  the  only  way  most  newcomers  can 
crack  the  exclusive  reinsurance  club  is  by 
taking  the  risks  that  nobody  else 
wants — usually  big-ticket  casualty  cases 
in  areas  like  product  liability  and  envi- 
ronmental damage — at  cut  rates.  The 
present  shortage  of  experienced  under- 
writers, moreover,  means  that  a  lot  of 
reinsurers  may  be  unaware  of  the  time 
bombs  in  their  pockets. 

What  would  it  take  to  bring  the  whole 
thing  tumbling  down?  "A  major  West 
Coast  earthquake  could  cause  $50  billion 
in  property  damage — and  at  least  that 
amount  in  workmen's  compensation 
claims  if  it  happens  during  working 
hours,"  observes  Hudson.  "A  hurricane 
that  follows  the  coastline,  like  the  one  in 
1938,  could  cost  as  much  as  $30  billion. 
That  would  ruin  a  lot  of  companies." 

In  business  it's  never  wise  to  bet  that 
the  worst  won't  happen.  ■ 


Capital  is  the  most  influential  business 
magazine  in  Germany,  and  the  largest 
such  magazine  in  all  of  EuropeJt  is  by  far 
the  most  effective,  efficient 
way  to  reach  decision- 
makers in  Germany 

For  more  information  on  the  media  and  markets  of  Germany, 
and  how  Gruner  +  Jahr  can  help  you  reach  them,  please 
contact  Henry  Meyer-Oertel,  Gruner  +  Jahr  International, 
60  East  56th  Street,  New  York,  N.Y.  10022, 
Phone  (212)  753-6190. 


Communication  in  Germany 


Gruner  + Jahr  AG  &Co,  Druck-  und  Verlagshaus,  Postfach  302040,  2000  Hamburg  36,  West  Germany 


Call  it  socialism  or  call  it  compassion,  the  real 
root  of  heavy  taxes  and  big  deficits  lies  not  in 
government  (<spending,y  but  in  its  growing 
role  as  a  redistributor  of  income. 

The  Peter  to  Paul 
Principle 


By  William  Baldwin 

Here's  something  to  ponder 
while  the  politicians  vie  with 
each  other,  making  promises  to 
hold  down  government  "spending":  A 
full  52%  of  the  federal  budget— $327  bil- 
lion worth  in  the  next  fiscal  year — is  not 
spending  in  the  conventional  sense  but 
rather  redistribution  of  income.  The  fed- 
eral tax  system  simply  takes  that  much 
money  from  its  citizenry  and  then  gives 
it  back — but  in  different  proportions.  Ba- 
sically, the  Feds  are  moving  money  away 
from  workers  and  putting  it  into  the 
hands  of  the  old,  the  poor  and  the  non- 
workers.  This  is  good  or  bad  depending 
on  your  social  outlook,  but  it  is  a  burden 
on  the  economically  productive  part  of 
the  economy  no  matter  how  you  view  it. 
Look  at  it  this  way:  The  government  is 
taxing  away  some  of  the  productivity 
that  results  from  a  free-enterprise  system 
and  giving  it  to  those  people  who  don't 
fare  particularly  well  under  that  system 
or  who  are  too  old  to  participate. 

Many  of  these  transfer  payments  come 
in  open-ended  "entitlement"  programs. 
The  theory  is  that  people  are  entitled  to 
benefits,  so  whatever  the  demand,  the 
money  simply  has  to  be  there — one  rea- 
son these  and  other  uncontrollables  in 
government  spending  have  expanded 
from  66.4%  to  76.6%  of  the  budget  in 
the  past  ten  years.  Old  folks  are  entitled 
to  hospital  insurance.  Some  22  million 
Americans  (up  from  18.4  million  a  year 
ago)  are  entitled  to  food  stamps.  Federal 
employees  are  entitled  to  fully  indexed, 
half-pay  pensions  as  early  as  age  55.  And, 
of  course,  the  35.2  million  pensioners  on 
Social  Security  are  entitled  to  their 
monthly  checks,  which  include  a  14.3% 
raise  as  of  July  to  keep  up  with  inflation. 
Notes  Henry  Aaron,  a  Brookings  Institu- 
tion economist:  "It's  not  possible  to  go 
to  present  beneficiaries  and  say,  'We're 
going  to  slash  benefits.' 

Social  Security's  old-age,  survivor  and 
disability  payouts  in  fiscal  year  1 980  will 


top  $116  billion,  up  150-fold  in  30  years. 
Unemployment  insurance  will  be  about 
$18  billion.  Rent  subsidies  and  other 
housing  programs  will  cost  $5.2  billion, 
up  700-fold  from  30  years  ago. 

Costs  almost  always  outrun  expecta- 
tions. When  Congress  approved  Medic- 
aid (health  insurance  for  the  poor)  in 
1965,  it  figured  on  an  annual  cost  of  $200 
million,  but  the  1980  price  tag  is  $13.8 
billion.  Some  more  recent  programs  have 
big  potential,  too.  "Energy  assistance 
and  trade  adjustment  assistance  are  be- 
coming a  monster,"  warns  Rudolph  G. 
Penner,  director  of  tax  policy  studies  at 
the  conservative  American  Enterprise 
Institute  in  Washington,  D.C. 


Creation  of  new  programs,  liberalizj 
tion  of  old  ones,  higher  participation  b 
eligible  people,  inflation — all  have  fuele 
the  explosion  in  social-welfare  costs.  I 
the  1980s  the  introduction  of  new  pre 
grams  may  well  abate,  for  the  simpl 
reason  that  the  money  tree  has  bee 
picked  clean.  "The  pressure  to  keep  fee 
eral  spending  down  is  so  strong  the 
there  is  no  significant  chance  of  legisla 
ed  increases  of  any  magnitude,"  predici 
Brookings'  Aaron.  But  even  without  ne' 
legislation  the  government  has  commi 
ted  itself  to  enormous  future  payment 
such  as  the  more  than  $100  billion  i 
rent  subsidies  guaranteed  in  Departmer 
of  Housing  &  Urban  Development  coi 
tracts  that  run  for  up  to  40  years. 

Says  AEI's  Penner:  "It  seems  that  am 
one  hoping  to  reduce  the  size  of  goven 
ment  spending  relative  to  GNP  is  whi: 
tling  in  the  dark."  What  about  the  Kem] 
Roth  goal  of  a  21%  federal  share  of  GN 
in  fiscal  1980  dropping  to  18%  in  fisc; 
1983?  The  reality,  according  to  Brool 
ings  budget  economist  Robert  W.  Har 
man:  Uncle  Sam's  piece  of  the  pie  wi 
soon  top  the  post- World  War  II  record  « 
22.6%,  set  in  1976. 

According  to  University  of  Virgin: 
economics  professor  Edgar  Brownin, 
the  break-even  point  lies  betwee 
$10,000  and  $15,000  in  adjusted  groi 
income;  households  below  that  level  g« 
more  in  redistribution  from  the  feder. 
government  than  they  put  in.  But  eve 
the  rich  get  something:  Millionaire 
draw  Social  Security  like  everybody  els< 


The  high  cost  of  government  generosity 


The  ballooning  of  the  federal  budget  is  a  result  of  payments  for  individuals, 
through  welfare,  retirement,  health,  unemployment  and  other  programs.  In 
inflation-adjusted  dollars,  defense  spending  (including  military  retirement) 
has  been  shrinking  for  a  decade. 


Source:  Office  of  Management  &  Bud^ 
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Spraying  liquid  fertilizer  on  a  corn  field  in  Iowa. 


From  formulation  to  transpor- 
tation to  use,  misuse,  and  possible 
abuse,  Alexander  &  Alexander  looks 
at  liquid  fertilizers  through  the  eyes 
of  the  chemical  manufacturer.  We 
determine  where  the  risk  lies  — and 
where  the  claims  might  arise.  We 
keep  an  eye  on  the  product  long  after 
the  containers  have  left  the  plant. 
Long  after  the  fields  have  been 
sprayed.  Long  after  the  crops  have 
been  picked,  distributed,  and  sold. 

Product  liability  protection 

It's  not  the  usual  way  to  look  at 
chemicals.  Unless,  of  course,  you're 
one  of  the  chemical  companies  or 
associations  on  A&A's  roster  of 
clients. 

But  this  insider's  vantage  point 
gives  A&A  the  best  view  of  the  short- 
and  long-term  risks  involved  in  the 
chemical  industry.  It's  the  frame  of 
reference  that  enables  our  product 


liability  specialists  to  represent 
accurately  to  the  underwriter  any 
client  in  any  industry  —  keeping  the 
dollars  and  cents  of  safety  in  mind, 
controlling  costs  and  claims  for  our 
clients. 

Every  industry  is  unique.  Each 
has  different  needs.  For  insurance, 
for  risk  management,  for  human 
resources  management,  for  finan- 
cial services.  That's  why  A&A  works 
from  a  client's  point  of  view.  Only 
by  working  as  partners,  by  solving 
business  problems  together,  can  we 
be  sure  a  company  gets  the  most 
comprehensive,  cost-efficient  pro- 
grams possible. 

We  think  our  dedication  to 
forming  a  close  alliance  with  our 
clients  is  a  big  reason  why  A&A  has 
become  one  of  the  biggest  and  most 


trusted  insurance  brokers  world- 
wide. Each  of  our  120  offices  here 
and  overseas  offers  the  facilities, 
expertise,  and  strength  to  meet  the 
needs  of  any  company,  large  or 
small,  in  any  industry.  Because  we 
work  the  same  way  with  every  client 
From  the  client's  point  of  view. 


Alexander 
Alexander 


From  the  client's  point  of  view. 


prosperous  students'  get  7%  loans;  a  job- 
less screen  star  qualifies  for  unemploy- 
ment insurance.  Under  the  circum- 
stances, cutting  government  spending  is 
going  to  be  almost  impossible;  just  hold- 
ing it  steady  as  a  percentage  of  gross 
national  product  may  be  difficult  enough 


to  accomplish. 

Why  it's  so  hard  is  the  moral  of  a  story 
told  by  Senator  Russell  Long,  chairman 
of  the  Senate  Finance  Committee,  about 
his  Uncle  Earl,  once  governor  of  Louisi- 
ana. The  pair  were  on  the  campaign  trail, 
and  Uncle  Earl  was  making  big  promises: 


pensions  for  old  folks,  bonuses  for  vetel 
ans,  higher  pay  for  teachers.  "How  yc| 
gonna  pay  for  that,  Uncle  Earl?"  the  se] 
ator  says  he  asked  again  and  again.  Unci 
Earl  answered:  "Let's  wait  and  see  if  \\\ 
get  elected.  If  we  don't,  we  don't  have 
worry  about  nothing."  ■ 


If  Jay  Perry  can't  get  Dean  Witter  Reynolds 
into  the  institutional  big  time,  nobody  can. 


The  odd  couple 


By  Thomas  C.  O'Donnell 


Ax  60,  handsome,  white-maned 
Andrew  Melton  is  a  casting  direc- 
tor's ideal  of  how  an  urbane  Wall 
Street  executive  should  look.  Reed-thin 
and  restless,  Jay  Perry  is  almost  Melton's 
opposite.  Melton  is  tough  but  low-key. 
Perry,  who  chain-smokes  and  talks  like  a 
machine  gun,  will  compliment  a  subordi- 
nate with,  "I  love  ya,  baby." 

Melton  and  Perry  are  an  unlikely 
team,  but  a  team  is  just  what  they  have 
become.  Melton  is  chairman  of  Dean 
Witter  Reynolds.  He  recently  hired  Per- 
ry as  an  executive  vice  president  to 
handle  the  firm's  lagging  institutional 
trading  department. 

Perry,  who  grew  up  in  Hot  Springs, 
Ark.  where  his  father  ran  a  small  cloth- 
ing store,  arrived  in  New  York  during  the 
winter  of  1958  without  an  overcoat, 
wearing  a  summer  suit.  Today,  at  45,  he 
is  reportedly  worth  $  1 0  million.  He  made 
most  of  it  at  Salomon  Brothers  where, 
from  1967  to  1975,  he  assembled  a  team 
of  traders  that  brought  the  firm,  then 
basically  a  bond  house,  into  the  big  time 
block-trading  of  equities. 

The  abrasive  Perry — by  then  a  general 
partner — lost  a  power  struggle  five  years 
ago  and  was  exiled  to  Salomon's  Dallas 
office.  After  spending  three  years  there, 
he  left  the  firm  in  1978. 

He  next  surfaced  on  Wall  Street  a  year 
ago,  when  he  was  hired  by  Blyth  East- 
man Dillon  to  beef  up  institutional  equi- 
ty sales.  In  just  five  months,  Perry  says, 
he  moved  the  firm  from  nineteenth  to 
second  in  trading  volume.  But  then  he 
suffered  another  setback:  Last  fall  Blyth 


merged  with  Paine  Webber,  and  Perry 
soon  left. 

He's  as  abrasive  as  ever.  After  arriving 
at  Dean  Witter,  Perry  boasted  he  was  the 
"first,  second  and  third  best  thing  that's 
happened  to  Witter  in  years."  Sighs  one 
Witter  executive:  "We've  gotten  plenty 
of  calls  from  our  people  asking  what  the 
heck  is  going  on." 

What's  going  on,  according  to  Melton, 
is  the  transformation  of  Witter  into  a 
"full-service  financial  institution."  He 
adds:  "There  are  very  few  top  profession- 
als in  the  block-trading  area  and  fay  is 
certainly  one  of  them." 

No  one  doubts  that.  What  they  ques- 


tion is  Perry's  ability  to  restrain 
monumental  ego  and  get  along  with  Wi 
ter's  top  management,  especially  Me 
ton.  "Look,"  says  a  competing  trade 
"Salomon  is  one  of  the  most  aggressii 
firms  on  The  Street  and  their  people  a 
among  the  smartest.  You  can  have  tD 
personality  of  a  piranha  fish  and  they 
love  you,  provided  you  produce.  If  Per 
was  too  much  for  them,  how  can  he  fit : 
at  a  stodgy  outfit  like  Witter?" 

Nobody  thinks  that  Perry  has  me 
lowed,  so  the  answer  to  that  questic 
depends  on  what  he  accomplish 
against  heavy  odds.  Witter  has  alwa 
been  a  conservative  firm.  Founded  t 
Dean  Witter  in  San  Francisco  in  1924, 
has  prospered  by  catering  to  big-tick 
retail  customers,  especially  in  the  Wes 
Although  earnings  in  the  latest  quart 
soared  to  a  record  $11.1  million,  up  fro: 
$2.4  million  a  year  earlier,  institution 
stock  transactions  accounted  for  a  scai 
15%  of  the  total. 

Thus  the  need  for  Perry,  who  has  hire 
nearly  40  traders,  stock  analysts  an 
salesmen  from  such  rivals  as  Morgs 
Stanley,  First  Boston,  Goldman  SacI 
and  Paine  Webber.  To  get  them  he  h; 
sometimes  upped  salaries  50%,  paid  u 
front  bonuses  of  up  to  $25,000  and  gua 
anteed  annual  incomes  as  high 
$200,000.  Among  his  hires:  Wayne  Ol 
landt  of  First  Boston,  who  worked  f< 
Perry  at  Blyth  and  is  now  Dean  Witter 
head  trader;  Michael  Antenucci  wt 
worked  as  head  options  trader  at  Morga 


Dean  Witter  Chairman  Andrew  Me/ton  (left)  and  Executive  Vice  President  Jay  Perry 
Hoping  the  new  marriage  will  ring  some  bells. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NJSW  ISSUES 


$200,000,000 

Celanese  Corporation 

$100,000,000 
10%%  Notes  Due  1987 
Price  99.50% 

plus  accrued  interest  from  July  15,  1980 


$100,000,000 

11%%  Sinking  Fund  Debentures  Due  2005 
Price  99.75% 


July  21.  1980 


plus  accrued  interest  from  July  15,  1980 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Kenner&  Smith  Incorporated 


Bache  Halsey  Stuart  Shields 

Incorporated 


Bear,  Stearns  &  Co 

Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 
L.  F.  Rothschild,  Unterberg,  Towbin     Shearson  Loeb  Rhoades  Inc 
Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc. 

A.  G.  Becker 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 
Salomon  Brothers 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


Stanley  for  only  a  week  before  signing  on 
with  Perry;  and  chemical  stock  analyst 
William  Young  from  Morgan  Stanley, 
who  i'erry  says  is  "as  good  as  two  Hank 
Aarons." 

In  typical  Perry  language  the  new 
block-trading  boss  explains  his  success 
in  attracting  talent:  "I've  appealed  to 
them  in  a  way  they  can  understand— 
cash  in  their  pockets."  Says  Andrew 
Melton:  "Jay  is  a  very  confident  young 
man.  If  you  ask  him,  he  would  probably 
tell  you  the  serial  number  of  the  un- 
known soldier." 

The  end  of  fixed  commission  rates 
sliced  profit  margins  on  institutional 


block  sales  razor-thin.  Only  the  five  big- 
gest firms  in  the  business  make  any  big 
money.  Witter  is  in  tenth  place  and  a 
move  to  fifth  will  take  plenty  of  time  and 
money.  Perry  has  already  added  over  $2 
million  to  the  firm's  overhead. 

With  $186  million  in  capital  and  just 
$18  million  in  debt,  Witter  is  one  of 
the  most  strongly  capitalized  and  best 
managed  firms  in  the  industry.  Witter 
has  never  had  a  losing  year  and  earn- 
ings in  198.0  are  expected  to  triple 
those  of  1979.  Value  Line  recently  se- 
lected Witter's  shares,  selling  recently 
at  about  17,  as  one  of  the  best  buys 
among  brokerage  stocks.  Thus  the  firm 


can  easily  afford  the  costs  and  the  risl 
of  trying  to  break  into  the  big  time 
institutional  trading.  Still,  Melton  dc 
have  a  problem  with  Perry:  Melt 
can't  afford  to  build  institutional  sa) 
at  the  expense  of  the  firm's  very  prof 
able  retail  business. 

"Every  morning  when  I  get  up,  t 
first  thing  I  think  about  is  our  275  ret 
branches,"  Melton  says.  "We  want 
change  and  grow,  but  above  all  we  doi 
want  to  lose  what  we  already  have."  B 
you  can't  introduce  a  foreign  body  intc 
situation  like  this  without  potential  d 
ruption.  Dean  Witter  Reynolds  is  goi  l 
to  be  an  interesting  place  to  watch.  ■  I 


Sperry  &  Hutchinson  looks  grim.  So  why  is 
Texas'  superrich  Bass  family  buying  the  stock? 


Floating  upstream 


By  Newcomb  Stillwell 

While  the  Hunts  buy  silver, 
their  fellow  Texans,  the  Bass 
family  of  Ft.  Worth,  buy  real 
estate  and  blue-chip  stocks.  The  Basses 
are  not  as  visible  as  the  Hunts  but  they 
maybejustasrichfteebo.r,p.  116),  andthey 
seem  to  be  pretty  shrewd.  So  you  have  to 
wonder  why  they  bought  up  nearly  20%  of 
Sperry  &  Hutchinson,  the  Green  Stamp 
company,  over  the  past  eight  years. 

A  takeover  and  liquidation  attempt?  "I 
don't  want  to  take  over  anything,"  snaps 
Sid  Bass,  eldest  of  the  four  Bass  boys. 
Indeed,  it's  hard  to  see  how  he  could: 
60%  of  $809  million  revenues  S&H  is 
still  owned  by  the  Beinecke  family  of 
New  England,  descendants  of  founder 
Thomas  A.  Sperry.  A  third  generation 
Beinecke,  37-year-old  ex-Marine  Freder- 
ick W.  Beinecke  II,  is  S&H's  current 
president.  But  if  the  Basses  are  merely 
along  for  the  ride,  the  question  is  why? 

S&H  is  a  discouraging  sight.  Its  earn- 
ings through  the  first  half  ran  27%  be- 
hind last  year.  Margins  slipped  under  3% 
for  the  first  time  since  the  1974-75  reces- 
sion, and  revenues  trailed  last  year's 
$809  million  pace  by  4%.  The  Green 
Stamp  business,  after  a  little  uptick  since 
1977,  has  resumed  a  ten-year  decline. 


The  company's  major  diversifications 
are  in  the  furniture  and  carpet  business, 
anemic  for  the  past  decade,  and  in  insur- 
ance— the  brokerage  part  squeezed  by 
this  year's  premium  rate-cutting  instead 
of  the  underwriting/investment  part  that 
made  good  money. 

Look  again,  though.  The  ride  the  Basses 
are  along  for  might  turn  out  to  be  interest- 
ing. S&H  may  look  like  a  white  elephant, 
but  in  reality  it's  a  lovely  cash  cow;  and 
what  Beinecke  and  Chairman  fames  T 


Mills,  56,  are  doing  with  the  cash  cou 
make  the  company  look  a  lot  better  ir 
couple  of  years  than  it  does  now. 

The  key?  Those  stamps,  still  32% 
revenues  and  approximately  59% 
earnings.  Their  outlook  is  bleak, 
recent  surveys  by  Progressive  Grocer, 
trade  magazine,  grocers  put  a  comeba< 
for  trading  stamps  among  the  thin 
"least  likely  to  happen  in  the  1980s,"  ai 
consumers  ranked  stamps  37th  out  of 
factors  that  influence  their  choice  of 
store  (last  place:  "sells  hot  foods"). 
1963,  80%  of  all  food  stores  gave  stamp 
and  20%  of  all  gas  stations.  Now  it's  13 
and  15%,  respectively,  and  there  a 
50,000  fewer  gas  stations. 

But  what  remains  of  Green  Stamps- 
$263  million  in  revenues  last  year — 
plenty  good.  The  fact  is,  stamps  flo 
better  than  ivory:  The  Trading  Stan 
Institute  of  America  estimates  that  tl 
average  "life"  of  a  trading  stamp — froi 
its  sale  to  a  grocer  to  its  redemption  by 
consumer — is  about  seven  years.  Mai 
thousands — at  least  10%  of  all  stamps- 
are  put  in  a  drawer  and  never  redeemt 
at  all.  American  Express  should  have 
so  good. 

Stamp  companies  make  their  profit  1 
redeeming  stamps  in  merchandise  (' 
cash)  for  less  than  the  grocer  paid  f< 
them.  This  comes  down  as  earnin 


j 


S&H  Chairman  James  T.  Mills  (left)  and  President  Frederick  W.  Beinecke  11 
American  Express  should  have  it  so  good.  
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Want  to  see  air  conditioning 
that  uses  less  electricity? 


Borg- Warner's  York  Division  has  developed  a  way  to  cut  power  usage  significantly  ^ ■« 

in  old  or  new  central  air  conditioning  systems.  That's  Borg- Warner  today.  And  2222^^^2(2 
there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 

Watch 
Borg-Warner 

For  an  annual  report  write:  Borg-Warner,  Dept.  50,  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


Perry's  boys 


You  don't  hear  much  about  the  Basses 
of  Ft.  Worth — least  of  all  from  the 
Basses  themselves — but  their  fortune 
may  be  one  of  the  largest  in  the  U.S. 
Perry  Bass,  66,  father  of  the  four  Bass 
boys — Sid,  Edward,  Robert  and  Lee — 
was  the  favorite  nephew  and  primary 
heir  of  legendary  wildcatter  Sid  Rich- 
ardson, who  died  in  1959  leaving  an 
estate  of  about  $1  billion. 

Richardson  discovered  the  Key- 
stone oilfield  in  west  Texas,  one  of 
the  largest  finds  in  history.  Dead 
broke  at  the  time  (Perry  once  recalled 
how  his  uncle  "borrowed"  $10  bills 
from  his  mother  for  "walking  around" 
money),  Richardson  financed  the  first 
Keystone  well  with  a  $2,000  personal 
loan  from  the  late  R.E.  Harding,  presi- 
dent of  the  Ft.  Worth  National  Bank, 
now  the  seventh  largest  in  Texas.  It 
was  probably  the  best  loan  Harding 
ever  made.  Richardson  never  forgot 
the  favor — or  those  $10  loans  from 
the  Bass  family. 

Perry  graduated  from  Yale  in  1937 
and  earned  his  spurs  working  drilling 
rigs  in  his  youth.  From  an  office  high 
in  the  Ft.  Worth  National  Bank  Build- 
ing he  has  invested  mainly  in  real 
estate  but  also  in  TV  stations,  chicken 
franchises,  hotels  and  blue-chip  secur- 
ities. Ft.  Worth  businessmen  were 
particularly  impressed  by  his  purchase 
of  the  then  $25  million  (sales)  Pick 
Hotels  Corp.  in  1976.  The  figure  was 
undisclosed  but  "he  got  it  for  nothing, 
I  mean  nothing,"  says  one  knowledge- 
able Texan.  "He  just  picked  up  the 


Sid  Mass 

Along  for  the  ride. 


mortgage."  Recently  Pick  purchased 
half  the  Americana  hotel  chain  from 
American  Airlines,  again  for  an  undis- 
closed figure.  Sales  this  year  should 
hit  $200  million. 

Perry  has  also  given  lots  of  money 
away.  The  Sid  Richardson  Foundation 
has  donated  tens  of  millions  of  dollars 
to  colleges,  museums  and  hospitals  in 
his  home  state. 

In  semiretirement  for  several  years, 
Perry  now  devotes  much  of  his  time 
to  his  duties  as  chairman  of  the  Texas 
Parks  and  Wildlife  Commission.  El- 
dest son  Sid  is  president  of  Bass 
Brothers  Enterprises — which  has 
been  buying  all  that  S&H  stock. — N.S. 


from  trading-stamp  operations,  but 
doesn't  include  the  profit  from  investing 
the  float,  which  soared  39%  on  high  in- 
terest rates  in  S&H's  first  half,  to  $5 
million  from  $3.6  million.  Add  this  in, 
and  S&H's  stamp  earnings  were  virtually 
flat — rather  than  off  sharply. 

The  float  has  given  S&H  about  $200 
million  in  cash  and  securities,  or  about 
$20  per  share  compared  to  the  stock's 
recent  price  of  16%.  Were  it  not  for  the 
Beineckes'  60%  holding,  of  course,  S&H 
would  have  long  ago  been  picked  off  by  a 
sharp-eyed  raider.  As  it  is,  the  company 
has  had  the  luxury  of  picking  its  diversi- 


fication shots  at  leisure,  and  has  been 
doing  so  since  1967. 

Together,  diversifications  last  year 
provided  62%  of  revenues,  but  only  30% 
of  earnings.  Insurance  revenues  were  $65 
million,  earnings  $4.4  million,  or  16%  of 
the  corporate  total.  But  those  rate- 
squeezed  brokerage  commissions  con- 
tributed well  over  half  of  it,  and  were 
largely  responsible  for  a  7%  decline  in 
S&H's  insurance  earnings  in  the  first 
quarter.  So  Mills  and  Beinecke  have  been 
moving  into  specialty  property  and  li- 
ability underwriting  as  fast  as  they  can — 
writing  policies  on  things  like  $1  billion 


synthetic-fuel  plants  and  oil  rigs.  Th 
payoff  has  begun:  Insurance  earning 
were  up  24%  in  the  second  quarter.  Mil; 
says  insurance  will  be  the  top  diversific. 
tion  priority  from  now  on. 

Furniture  and  carpets,  Mills  and  Be 
necke  believe,  are  at  a  watershed  as  moi 
and  more  of  those  Americans  who  use 
to  buy  Frisbees  and  Earth  shoes — th 
World  War  II  baby  boom  generation — ai 
entering  the  furniture-buying  age.  Wai 
lace  W.  Epperson  Jr.,  vice  president  i 
Wheat,  First  Securities,  whose  monthl 
Home  Furnishings  Compendium  is  the  B 
ble  of  the  industry,  agrees.  He  projea 
that  by  1983,  dollar  volume  of  U.S.  furru 
ture  shipments  will  be  growing  at  16. 5°/) 
and  believes  this  quarter  or  the  next  wi 
be  the  bottom  for  furniture.  Says  Eppe 
son:  "I'm  more  bullish  than  I've  been  ii 
nine  years."  He's  particularly  bullish  o 
S&H.  "They've  done  an  excellent  jc 
reorganizing  and  have  the  most  sophist 
cated  market  research  of  any  of  them, 
he  notes.  "They  could  easily  outperfori 
the  rest  of  the  industry." 

Mills  and  Beinecke,  understandabl 
continue  to  talk  hopefully  aboi 
stamps — short  term  in  gas  stations  b 
cause  of  current  gasoline  surpluses,  ma; 
be  even  some  price  wars,  longer  term  ii 
food  stores  in  largely  untapped  regior 
like  the  Northeast  or  Midwest.  They  ala 
see  some  new  markets  among  airline 
and  fast-food  chains,  where  growth  hi 
slowed  and  tough  market  share  battle 
are  escalating.  S&H  is  also  pushing  in 
centive  programs  for  salesmen  and  e: 
ecutives  and  looking  for  ways  to  encou 
ag'e  the  recycling  of  containers.  Sa)| 
Mills  flatly:  "The  best  business  we'\i 
ever  had  is  the  stamp  business." 

That  may  be  whistling  in  the  dark,  bi 
even  stagnant — or  vanishing — stamr 
should  continue  to  generate  that  beaut 
ful  float  for  some  time  to  come.  So  eve 
if  furniture  doesn't  turn  up  as  much  £ 
Epperson  predicts,  even  if  insurance  he 
a  few  more  bumps,  Beinecke  and  Mil 
have  plenty  of  cash  for  more  acquisitior 
and  can  take  their  time  picking  then 
That's  the  ride  the  Basses  are  along  fo 
With  1.5  million  shares  of  stock  the 
probably  have  no  more  than  $20  millio 
tied  up  in  S&H,  recently  selling  at  a  40c 
discount  from  book  and  a  20%  discour 
from  cash.  Safer  than  silver,  Sid  Bas 
might  say.  Maybe  better.  ■ 


At  the  bottom? 

How  one  analyst  sees 

five  furniture 

companies. 

Fiscal 

1980 

—Earnings  per  share- 

year 

price 

Recent 

Latest 

Current 

1979 

1980 

1981 

Company 

ends 

range 

price 

book 

P/E 

estimates 

estimates 

Bassett 

Nov  30 

21  -13% 

1 9% 

$22.12 

5.7 

$3.21 

$2.50 

$3.2^ 

Flexsteel 

June  30 

13'/2-  8% 

11% 

14.92 

7.0 

2.25 

1.70 

2.00 

Henredon 

Mar  31 

33</4-21'/4 

33% 

22.20 

7.8 

3.46 

4.65* 

4.15 

Lane 

Dec  31 

26'/4-17% 

26% 

37.62 

5.4 

4.62 

4.40 

4.75 

La-Z-Boy 

Apr  30 

12'/4-  7'/4 

10% 

16.01 

5.8 

1.65 

2.14* 

2.60 

'Actual  figures. 

Source:  Wallace  W.  Epperson  Jr.,  Vice  president  at  Wheat,  First  Securities,  Inc. 
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Lightweight  aluminum  saves 
energy  in  transportation. 


If  you've  ever  wondered  how  something  so  big 
got  off  the  ground,  part  of  the  answer  is  aluminum. 


Aluminum  is  important  to  most  forms  of  transportation. 
Because  taking  the  weight  off  planes,  trucks. . . 


Aluminum's  high  strength  and  light  weight 
helped  to  make  modern  aviation  possible. 


and  now  cars,  saves  fue 


Aluminum  in  transportation. 

It's  a  better  way  to  get  there — today. 


We  can't  wait  for  tomorrow. 

For  more  information  write  Alcoa, 

446-H  Alcoa  Building,  Pittsburgh,  PA  15219. 


It  takes  strong  nerves  to  ride  the  commodity  cycles  in  broiler  chickem 
Given  the  rewards,  Federal  Co.  doesn't  intend  to  chicken  out. 

Mr.  Mac's 
birds 


FOLLOWING  THE  CHICKEN  CYCLE  has 
been  a  dizzying  roller-coaster  ride 
the  last  few  years  for  $978  million 
(sales)  Federal  Co.  of  Memphis,  Tenn.In 
1977  earnings  were  up  138%,  to  $21.7 
million.  The  next  year  they  were  up  an 
other  51%,  to  $32.7  million,  with  67%  of 
it  from  poultry.  But  in  1979  Federal's 
$525  million  broiler-processing  business 
(second  biggest  in  the  U.S.  behind  coop 
Gold  Kist)/os/  %  \  $5,000.  As  a  result,  total 
income  collapsed  to  $9.7  million.  In  fact, 
without  its  other  operations— flour,  bak- 
ery supplies  and  the  rendering  of  meal 
wastes  into  tats,  proteins  and  hides — the 
year  would  have  been  a  disaster. 

You'd  think  these  wild  swings  would 
bother  f  ederal  Chairman  Lewis  K.  McKee 
enough  to  make  him  reduce  his  depend- 
ence on  poultry  (54%  ol  revenues).  Alter 
all,  he  certainly  could  afford  to  diversify 
into  a  less  vol.it  ile  end  ot  the  food  indust  ry. 
The  company  carries  virtually  no  debt  and 
last  year  threw  off  $34  million  in  cash.  No 
way.  "We  like  the  chicken  business,"  says 
the  easygoing  former  cotton  broker  and 
banker,  59,  whom  employees  call  Mr. 
Mac.  "Remember  this  about  practically 
any  commodity — what  is  normal  is  that 
there  iswo  normal." 

As  good  as  Ins  word,  the  only  major 
acquisition  McKee  has  made  since  he 
moved  from  the  board  to  the  presidency 
in  1974  (he  became  chairman  in  197H) 
was  commodity-related:  National  By- 
Products,  a  processor  of  meat  wastes, 
acquired  in  1978  for  $30  million  in  stock. 
That  year,  the  new  division  brought  in 
$7.9  million  in  additional  earnings  on 
sales  of  $96  million.  In  1979,  however, 
lower  prices  for  finished  products  slashed 
National's  income  by  42% .  Federal's  oth- 
er main  business,  a  bakery  supplies  and 
flour  operation  that  is  the  nation's  ninth- 
largest  miller,  depends  on  yet  another 
commodity  cycle.  In  1979  profits  were 
up  54%,  to  $4.2  million,  but  that  was  still 
$855,000  below  1977,  its  best  year. 

While  these  operations  are  hardly 
countercyclical — National's  downturn 


last  year,  in  fact,  coincided  with  the 
poultry  slide— Mr  Mac  sleeps  easy  at 
night  because  his  birds  are  something 
special.  Over  the  last  five  years  Federal's 
earnings  per  share  grew  an  average 
21.2%,  ranking  it  third  on  the  FORBES 
list  ot  24  diversified  food  companies.  At 
14.4%,  it  also  was  number  three  in  re- 
turn on  total  capital  during  the  same 
period,  ahead  of  such  giants  as  Beatrice 
and  c  leneral  Foods. 

Federal  produces  about  870  million 
pounds  of  broilers  a  year,  sold  as  prepack- 
aged chilled  parts  or  whole  birds  under 
the  Holly  Farms  brand  to  regional  divi- 
sions ot  big  supermarket  chains  (like 
Kroger  and  Safeway)  in  40  states. 

Since  1975  Mr.  Mac  has  spent  more 
than  $70  million — more  than  half  of  Fed- 
eral's total  capital  outlays — to  make  his 
hroilet  business  one  of  the  lowest  cost 
producers  in  a  $6  billion  industry.  Result: 
The  company's  break  even  price  is  now 
around  43  cents  a  pound.  That's  only  a 
penny  or  so  lower  than  the  industry  aver- 
age, but  it  makes  all  the  difference. 
Whenever  the  chicken  cycle  turns  up, 
the  company's  returns  are  terrific.  With 
4,065,819  common  shares  outstanding, 
every  cent  tallied  above  43  cents  over  a 
full  yeat  (assuming  a  45%  tax  rate)  turns 
into  $1.18  in  net  income  per  share 

So  Federal  takes  the  downturns  when 
they  come — and  they  do,  quite  often.  In 
(une  1979  broiler  prices  were  running 
around  46  cents,  well  below  the  previous 
year's  5  I -cent  average  tor  that  month.  A 
decline  in  hogs  was  predicted,  so  the 
company  figured  meat  supplies  would  be 
tight.  Faced  with  an  off  year  in  poultry 
profits  anyway,  it  took  a  chance  and 
i. used  production  by  ovej  It'"-  The  rest 
ot  the  industry  did  the  same,  though  only 
8%  or  so.  Trouble  was,  the  number  of 
hogs  wasn't  cut  back;  instead,  supplies 
increased  19%.  The  result  was  lower 
pi  u  es  all  around.  With  Federal's  Iced 
costs  up  10%  to  boot,  margins  all  but 
evaporated  by  the  end  ot  its  fiscal  year  in 
May.  "We  killed  the  goose  that  laid  the 


golden  egg  last  year,"  admits  McKee. 

This  year,  he  hasn't  made  the  sai) 
mistake.  Federal  shrank  its  output  5%| 
5.8  million  head  per  week.  Hog  prodi 
tion  finally  is  off  as  well.  The  compa 
also  has  benefited  from  the  heat  wa 
that  swept  the  South — so  far,  about 
million  chickens  arc  dead,  including 
million  brood  hens.  That's  not  ma| 
birds  to  an  industry  processing  over 
million  a  week.  But  their  absence  fid 
the  market  plus  the  fear  that  supplies  m 
be  reduced  this  fall — it  takes  eight  wee 
to  raise  a  chicken  from  egg  to  slaughtei 
have  driven  broiler  prices  sky-high.  T 
week  of  July  21  they  averaged  58  cent 
pound,  15  cents  above  Federal's  brea 
even.  Too,  fewer  of  its  birds  have  bo 
felled;  around  80%  of  its  entire  broi 
operation  is  in  North  Carolina  and  Virgj 
ia — north  of  the  worst  heat  in  Arkansa 

Result:  Even  when  the  heat  wave  a| 
the  temporary  high  prices  have  subsidi 
analysts  estimate  overall  earnings  tl 
year  will  beV$5  to  $6  a  share— far  frc 
the  $8.15  Federal  netted  in  1978,  rj 
more  than  double  last  year's  $2.37.  Invj 
tors  are  scrambling  about  on  the 
bound;  since  Memorial  Day,  the  sto 
lumped  from  29  to  a  recent  price  of  I 
slightly  below  book  value. 

What  Mr.  Mac  keeps  in  mind  is  to 
chicken  is  the  cheapest  fresh  mo 
around.  Last  year,  a  pound  of  broiler  co 
nearly  70  cents  at  retail  vs  $1.50  foi 
pound  of  pork.  In  1970  they  were  44  cei 
closer  in  price,  so  the  birds  are  widuii 
then  edge.  Since  1965  the  per  capita  c< 
sumption  ot  chicken  has  increased  65 
to  51 .8  pounds,  while  all  red  meat  went 
just  8%.  In  fact,  McKee  is  so  confident 
went  ahead  with  the  completion  of  a 
million  roaster  plant  in  Virginia  right 
the  middle  of  last  year's  downturn. 

Broilers  represent  at  least  half  tl 
company's  earnings  power,"  says  I 
"We  don't  want  to  dilute  that  potent! 
that's  where  our  growth  will  come  in  t 
Eighties."  Upside  potential  like  that 
worth  a  tew  shocks  along  the  way.  ■ 
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ANNOUNCING 
A  NEW  FACT  OF  LIFE 

Hutton  Life 

The  fact  is 

Life  Insurance  Company  of  California 
is  an  innovative,  national  life  insurance  company 
licensed  in  49  states 
with  international  activities  conducted  in  s<  >me  50  c<  >untries 
through  its  World-Wide  Assurance  affiliate. 

The  fact  is 

E.F.l  Iutton  is  a  leading  financial  services  organization 
with  more  than  $4  Billion  in  assets. 

The  fact  is 

I  ate  of  California,  a  wh<  )lly-owned  subsidiary  <  >f  E.  E I  Iutton, 
has  changed  ils  name  to  E.  E  I  Iutt<  >n  Life  Insurance  (  a  >mpan\. 
This  change  reflects  E.  E I  lutton's  str<  >ng  commitment 
to  the  life  insurance  and  annuity'  business, 
a  business  which  c<  >ntinues  t(  >  <  >ffer 
excellent  prospects  for  our  companies. 

Hutton  Life 

E.  F.  Hutton  Life  Insurance  Company 

11011  North  Ibrrey  Pines  Road,  RO.  Box  2700,  Lajolla,  California  92038  714-452-9060 


The  man  who  thought  up  '^industrializa- 
tion^ says  simply  cutting  taxes  and  red  tape 
won't  restore  U.S.  industry  to  its  old  bloom. 


Why  U.S.  industry 
needs 


help 


By  Amitai  Etzioni 

IS  THERE  ANYTHING 
wrong  with  the  econ- 
omy that  a  good,  busi- 
ness-oriented tax  cut 
wouldn't  cure?  Who  needs 
"reindustrialization"?  If 
the  government  has  really 
mucked  up  the  U.S.  econ- 
omy over  several  decades, 
won't  the  mere  return  of 
the  deflected  billions,  and 
the  release  from  regula- 
tory bondage,  suffice  to 
make  the  private  sector 
whole  again?  Some — but 
by  no  means  all — of  Ron- 
ald Reagan's  backers  seem 
to  think  that  this  is  all  it 
would  take:  Loosen  the 
bonds  that  bind  and  Adam 
Smith  would  do  the  rest.  I 
do  not  agree.  The  world  is 
not  that  simple.  By  them- 
selves, a  large  tax  cut  and 
a  capping  of  government 
expenditures  won't  suffice 
to  turn  risk-shy  execu- 
tives into  entrepreneurs, 
coddled  workers  into  a 
committed  lot  and  obso- 
lescent plant  equipment  into  postindus- 
trial,  high-technology  wonders.  Ameri- 
can society  requires  at  least  a  decade  of 
corrective  government  programs  to 
evolve,  promote  and,  yes,  ease  the  pain 
of  the  recovery. 

To  think  this  issue  through  it  might 
help  to  look  at  some  concrete  situations 
Take  energy,  for  example.  After  years  of 
keeping  the  price  of  oil  artificially  low 
(and  thus  discriminating  against  the 
more  market-sensitive  resources,  such  as 
coal),  is  it  enough  to  decontrol  the  price 
of  oil?  Or  do  we  need  to  attend  to  all  the 
benighted  souls  who  invested  heavily  in 
oil  burners,  a)  as  a  matter  of  fairness 
(after  all,  public  policy  caused  their  loss) 
and  b)  out  of  public  interest  (to  accelerate 


the  transition  to  the  use  of  coal)?  For 
instance,  should  we  provide  utilities  a 
onetime  $10  billion  weaning  grant,  to 
convert  to  coal? 

Similarly,  if  public  financing  tilted  our 
whole  research  and  development  enter- 
prise (one  of  our  most  nationalized  in- 
dustries, about  50%  federally  funded)  to- 
ward more  "basic"  and  less  applied  and 
developmental  work  than  that  of  most 
industrial  nations,  should  we  not  provide 
some  of  our  basic  researchers  with  "ad- 
justment assistance,"  say  for  two  years 
of  applied  training,  if  the  government 
will  continue  to  scale  down  its  interven- 
tion in  the  world  of  R&D? 

One  more  exercise  in  the  transition  to 
a  low-profile  government  future:  Can  we 


simply,  suddenly  deregulate  the  savinJ 
and  loans  associations,  after  they  haN 
stuffed  themselves  with  low-return  pap* 
in  the  age  of  government  control  of  whj 
they  can  pay  their  savers?  Or  must  vj 
help  them  to  weather  the  transition,  pe 
haps  by  providing  them  with  some  q 
benefits? 

Beyond  questions  of  equity  [i.e.,  don 
right  by  those  who  responded  to  our  pr 
vious  public  priorities)  and  efficiency  (at 
justment  to  the  brave  new  world  of  lei 
government)  lies  a  deeper  question:  Ca 
we  really  just  release  resources  to  tn 
private  sector,  or  need  we  guide  them 
bit,  choosing  the  areas  where  the  manr 
should  fall? 

Who  is  this  "we"  I  am  talking  abou 
Is  not  the  whole  point  of  reducing  tH 
government  to  let  the  market  decidl 
without  collective  guidance?  My  answj 
is  that,  while  we  shou) 
swear  off  any  kind  of  n. 
tional   planning  or  eci 
nomic   controls,  we 
need  to  provide  public! 
agreed  upon  incentives  I 
some  parts  of  the  pnvat 
sector  versus  others. 

It  is  easy  to  make  th 
case  for  some  such  tiltir 
in  favor  of  industries  re 
evant  to  national  securit 
Few  would  suggest  th; 
the  U.S.  should  rely  on  P 
namanian  ships  to  tran 
port  the  Marines  to  a  coi 
frontation  in  the  Persia 
Gulf,  or  that  we  shoul 
rent  transport  planes  froi 
France  to  ferry  airborr 
troops  to  Korea.  It  is  simi 
larly  fallacious  to  sugge 
that,  because  we  are  in  a 
age  of  missiles  and  eld 
tronic  warfare,  the  natio 
no  longer  requires  its  ow 
steelmaking  capacity  fo 
tanks,  half-tracks  an 
warships;  in  case  of  wai 
we  cannot  depend  excli 
sively  on  imported  stee 
The  same  holds  for  devei 
oping  domestic  sources  of  energy. 

Another  case  for  some  public  guidanc 
might  be  found  in  the  need  to  correct  th 
imbalance  between  consumption  and  in 
vestment.  Often  the  argument  is  mac 
that  our  lack  of  capital  and  our  slowirj 
innovative  capacity  are  due  to  excessiv 
publrc  consumption,  welfarism,  bureau 
cratic  waste  and  regulatory  drag.  Howe] 
er,  a  detailed  analysis  of  the  costs  er 
tailed  in  shoring  up  our  productive  capaj 
ity  suggests  that,  even  if  social  benefn 
were  cut  back  considerably  and  wast 
reduced  as  far  as  is  practical,  the  econi 
my  might  well  still  require,  for  a  trans 
tional  period,  government  measures  t 
rein  in  private  consumption.  This  woull 
help  to  free  resources  for  investment  i 
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importation,  discovery  of  oil  and  de- 
lopmcnt  of  alternate  energy  sources; 
placement  of  obsolete  capital  goods 
d  adapting  existing  ones  to  more  ener- 
■efficient  technology;  turning  3%  of 
sfP  to  R&D;  and  fixing  up  our  schools 
turn  out  reasonably  qualified  gradu- 
:s — say,  comparable  to  those  of  1950. 
you  can't  achieve  all  this  simply  by 
tting  taxes  and  red  tape.  Congress  will 
o  have  to  enact  specific  measures  to 
courage  corporations  to  pay  out  less  in 
fidends  and  spend  more  on  plant  and 
jipment;  encourage  individuals  to  bor- 
v  less  and  save  morc;  encourage 
ungstcrs  to  go  into  the  coal  mines 
her  than  to  college.  In  short,  rebuild- 
;  America's  industrial  capacity  cannot 
achieved  by  a  government  policy  that 
merely  passive.  There  are  too  many 
:ades  of  neglect  and  misdirection  to 
npensate  for. 

-low  can  this  be  achieved  in  a  society 
e  ours?  First,  we  must  evolve  a  mea- 
"e  of  consensus  about  our  direction 
ough  a  grand  dialog  in  the  media,  with 
nmunity  leaders  and  national  policy- 
ikers,  of  the  kind  which  historically 
sages  such  a  change  of  national  direc- 
n.  Aside  from  providing  a  basis  for 
blic  policy,  such  a  consensus  directly 
:cts  investment  plans,  career  choices, 
.  For  example,  more  young  people 
uld  turn  to  energy  engineering,  fewer 
comparative  literature — not  because 


the  latter  is  less  valuable,  but  because 
ill-,  re  would  be  fewer  jobs  in  this  line. 

Second,  we  need  to  adjust  our  massive 
public-incentive  systems,  which  will 
continue  to  exist  even  if  government  is 
scaled  down  by  30%  in  three  years  and 
limited  to  20%  or  less  of  the  GNP.  For 
instance,  we  made  investment  in  resi- 
dential homes  (a  consumer  product) 
much  more  attractive  than  investment 
in  factories.  A  person  who  held  an  aver- 
age NYSE  stock  [i.e.,  owned  a  piece  of  an 
American  corporation)  from  1969-79 
saw  his  investment  decrease  in  value  by 
23%;  in  contrast,  the  average  residential 
home  appreciated  155%  in  the  same  pe- 
riod. If  he  sold  both,  he  would  not  pay 
capital  gains  on  the  first  $100,000  gained 
in  the  value  of  the  house  (if  55  or  older, 
on  one  sale  per  lifetime),  but  all  of  the 
gains  on  the  stock  are  taxable. 

Similarly,  we  provide  loan  guarantees 
to  failing  companies  and  municipalities, 
but  not  to  major  renovations  of  corpora- 
tions that  need  a  helping  hand  to  restore 
their  competitive  status.  Wouldn't  it 
have  been  better  to  help  Chrysler  mod- 
ernize and  innovate  while  it  was  still 
solvent  rather  than  waiting  to  bail  it  out 
when  it  was  almost  too  late?  Need  we 
wait  for  Chryslers  to  develop  in  the  ship- 
ping industry?  Does  it  make  sense  for 
the  U.S.  government  to  underwrite  inter- 
est-free (for  their  study  period)  loans  to 
students,  hut  not  to  apprentice  coal  min- 


ers? The  government  encourages  banks 
to  risk  billions  to  bail  out  the  Hunt 
brothers,  but  puts  pressure  on  the  banks 
not  to  invest  in  companies  most  m  need 
of  venture  capital,  those  with  a  high 
debt/equity  ratio. 

All  this  does  not  suggest  that  the  U.S. 
should  introduce  a  central  national  bank 
that  will  allot  credit,  or  set  credit  terms, 
according  to  some  set  of  priorities  for- 
mulated by  a  bunch  of  government  offi- 
cials, or  a  government-business  labor 
committee.  However,  one  must  recog- 
nize that  there  are  now  in  place  a  large 
number  of  measures  that  affect  credit 
terms  in  favor  of  consumer  products, 
against  producer  goods.  As  the  market 
is  freed  from  these  past  controls,  it 
might  be  necessary,  for  a  transitional 
penod  at  least,  to  tilt  in  favor  of  pro- 
ductive capacity. 

Tax  cuts  and  elimination  of  red  tape 
are  both  necessary,  but  alone  they  will 
not  be  enough.  In  addition,  government 
policy  will  have  to  be  consciously  direct- 
ed toward  encouraging  investment  at  the 
expense  of  public  and  private  consump- 
tion. This  is  what  ^industrialization  is 
all  about.  ■ 


/\  former  While  House  senior  adviser  and  George 
Washington  University  professor,  Dr.  Etzioni 
coined  the  term  "^industrialization''  to  describe 
the  process  of  restoring  U.S.  industiy  to  competi- 
tive t'igor. 


Getty  Oil  Company 

through  a  wholly  owned  subsidiary- 
has  acquired  95%  of  the  common  stock  of 

ERC  Corporation 


We  acted  as  financial  advisor  to  Getty  Oil  Company  in  this  transaction 
and  as  Dealer  Manager  for  its  tender  offer. 


Blyth  Eastman  Paine  Webber 

Incorporated 


July  18, 1980 


Twice  since  1968  the  government  has  taken 
Areata 's  redwoods.  This  seeming  deathblow 
led  to  the  company's  rejuvenation. 

Ill  wind? 
Or  windfall? 


By  William  Harris 

Behind  the  imposing  redwood 
doors  lies  an  elegant  foyer,  with  a 
majestic  cathedral  ceiling,  cross- 
hatched  by  exposed  redwood  beams.  No, 
this  is  not  an  exclusive  Menlo  Park,  Cal- 
if, country  club  but  rather  an  empire  built 
literally  of  redwoods.  It's  the  headquar- 
ters of  $580  million  (sales)  Areata,  the 
redwood  lumber  and  printing  company. 
"I'm  pure  overhead,"  jokes  J.  Frank 
Leach,  Arcata's  58-year-old  president 
and  CEO,  between  handfuls  of  Planter's 
mixed  nuts  and  swallows  of  Tab.  Leach, 
who  looks  like  a  young  Wilbur  Mills  and 
earned  $565,000  last  year  (counting 
stock  option  gains),  can  afford  a  little  flip 
modesty.  For  fiscal  1980,  ended  June  30, 
Leach  expects  despite  the  deepening  re- 
cession to  ink  his  seventh  straight  year 
of  record  profits,  topping  last  year's  $3.65 
per  share. 

Twice  since  1968,  Uncle  Sam  has 
grabbed  chunks  of  Arcata's  redwood  tim- 


berlands — 22,000  acres  total — for  addi- 
tions to  California's  Redwood  National 
Park.  So  far  Areata  has  received  about 
$200  million  in  cash  and  government 
timberland,  or  the  equivalent  of  $9,000 
an  acre,  for  its  redwoods.  There's  more 
money  down  the  pike,  although  no  one 
knows  how  much  or  precisely  when  a 
settlement  will  be  reached.  But  some  an- 
alysts estimate  up  to  $100  million  more. 
Leach  is  so  determined  to  get  a  fair  mar- 
ket value  for  the  redwoods  taken  in  1978 
that  he  has  an  independent  company 
working  in  the  national  park,  counting 
Arcata's  once-owned  trees  and  estimat- 
ing the  lost  timber  volume. 

The  government's  final  payment  for 
the  1978  tree-take  might  be  at  least  five 
years  away.  In  the  meantime  Leach  can 
relax  and  plan.  He  has  already  invested 
the  first  $200  million— the  final  1968 
price  and  partial  settlement  of  the  1978 
take.  He  has  invested  carefully  and 
wisely:  in  timber,  printing  and  packag- 
ing. Best  of  all,  Leach  explains  happily, 


he  has  reinvested  in  more  redwoodsi 

Redwoods,  he  notes,  are  scarce,  gr< 
ing  only  in  a  30-mile  swath  cuH 
through  northern  California  and  i| 
southern  Oregon.  (These  are  the  luml 
producing  redwoods,  not  the  towel 
3,000-year-old,  drive-through-the-trui 
type  Sequoias.)  Pacific  Coast  redwo 
are  handsome  building  materials — u 
for  siding,  paneling,  outdoor  furniti 
hot  tubs — and  in  great  demand  beca 
they  don't  rot  and  are  fire-  and  bug-re 
tant.  No  wonder  redwood  usually  ret 
for  twice  what  other  lumber  fetches. 
Areata,  redwoods,  accounting  for  q 
7%  of  1979's  sales,  contributed  40% 
the  company's  $50.5  million  pretax  n 

For  its  first  60  years  sleepy  Arcaj 
primary  business  was  tending  redwoc 
Then  in  1968,  right  after  the  governm 
announced  it  would  take  half  of  Area; 
redwoods,  Leach's  predecessor  acce 
ated  the  company's  diversification  | 
gram.  Areata  wandered  into  fields  1 
information  transfer  and  telecomnu 
cations,  which  sounded  great  in  the 
go  years,  but  as  often  happens  with  si 
diversifications,  Areata  fell  harder  ths 
200-foot  redwood. 

Arriving  in  1972  from  Bunker  Ra 
Corp.,  Leach  chopped  away  ten  d) 
sions,  most  of  them  moneylosing,  ret: 
ing  only  a  commercial  printing  operat 
and  the  redwoods.  But  it  wasn't  all  pr 
ing.  He  set  out  to  replenish  Arcata's  i 
wood  timberland.  First  he  bought  sn 
parcels,  but  in  July  1979  acquired  priv; 
ly  owned  Simonson  Lumber  Co.  for  j 
million.  With  Simonson  came  29,1 
acres,  half  redwood  and  half  Douglas 
two  logging  mills,  a  power  plant  an 
nursery.  The  deal  not  only  restored  A: 
ta's  redwood  might,  but  potentially 
hanced  Arcata's  lumber  profits.  Inst 
of  merely  cutting  fir  trees  and  sell 
logs,  Areata  now  mills  them  into  lumb 

Synergy  is  more  than  a  slogan  at 
cata  these  days.  Witness  the  printing 
eration,  which,  running  almost  at  caj 
ity,  produced  about  $31  million  pre 
profit,  over  half  of  last  year's  total, 
cata  doesn't  supply  most  of  the  papei 
which  it  prints  275  million  paperbac 
100  million  other  hard-  and  soft-cc 
books  and  over  a  billion  magazines  ani 
ally.  Publishers  buy  the  paper.  But  a 
press  runs,  Areata  repulps  the  uncoa 
scraps  for  use  in  Arcata's  third  operati 
Kcyes  Fibre  Co. 

Areata  bought  Keyes  (rhymes  w 
pies)  in  late  1978  with  some  of  the  g 
ernment  booty.  Keyes  makes  over  > 
paper  and  Styrofoam  disposable  pi 
ucts — from  egg  cartons  to  paper  plate 
fast-food  containers  that  keep  your 
Macs  and  Whoppers  warm. 

Leach  expects  Keyes  to  speed  Area 
growth,  and  with  good  logic:  the 
creased  use  of  paper  plates  among  in 
tutional  caterers  in  schools  and  prise 
the  ever-growing  microwave-oven  ir\ 


Arcata's  President  and  CEO  J.  Frank  Leach 

For  redwoods  taken  by  the  government,  a  golden  harvest  in  prospect. 
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American  Electric  Power 
gets  a  White  Hat  Award 

meetThP  White  Hat  Award  recognizes  buj* 
Doreine  Carson  _  reCognized  for  in- 


Southern  lllinoisan, 
June  29, 1980 


We're  American  Electric  Power. 
Were  also  Appalachian  Power, 
Columbus  and  Southern  Ohio  Electric, 
Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
and  Wheeling  Electric. 

American  Electric  Power 


ket.  Aluminum  food  packaging  deflects 
microwaves,  paper  doesn't. 

Leach  admits  Keyes  requires  aggres- 
sive marketing  and  product  innovations, 
areas  new  to  him.  He  is  used  to  the 
steady,  long-term  demands  of  watching 
redwood  trees  grow  into  profits,  of  sign- 
ing multiyear  printing  contracts  with  the 
likes  of  Reader's  Digest  or  the  National 
Enquirer.  But  Keyes  has  new  growth  po- 
tential; printing  and  redwoods  don't. 

What  to  do  with  those  future  govern- 


By  Christine  Miles 

What  do  you  do  with  $270  mil- 
lion in  cash  at  the  age  of  64? 
That's  what  Dr.  Ralph  Landau 
is  asking  himself  these  days.  In  lune,  as 
chief  executive  and  controlling  stock- 
holder (80%  of  the  voting  stock)  of  New 
York-headquartered  Halcon  Internation- 
al, he  received  a  check  for  that  amount 
from  Atlantic  Richfield  Co.  The  check 
was  for  Halcon's  half-interest  in  their 
joint  venture,  Oxirane,  a  $1  billion-a- 
year  producer  of  propylene  oxide  and  pro- 
pylene glycol — key  building-block 
chemicals  for  the  lucrative  foams  and 
plastics  business. 

Proud  and  reclusive,  Landau  has  never 
talked  to  the  press  and  doesn't  plan  to 
start  now,  but  associates  say  he  hated  to 
sell  Oxirane.  "Oxirane  was  Landau's 
pride  and  joy,"  says  a  friend.  Oxirane 
was  the  manufacturing  arm  of  Halcon, 
whose  laboratories  have  produced  no  less 
than  9  of  the  31  most  important  process 
breakthroughs  in  the  chemical  industry 
since  the  Fifties — more  than  Du  Pont 
and  Celanese  combined  can  claim.  But 
after  a  14-year  partnership  at  Oxirane, 
Halcon  and  ARCO  came  to  a  parting  of 
the  ways  over  a  huge  new  ethylene  glycol 
plant  in  Channelview,  Tex.  Designed 
around  a  completely  new  process  with 
twice  the  capacity  of  most  existing 


ment  millions?  Leach  won't  say.  But  he's 
got  to  be  nimble.  The  prospect  of  all  that 
cash  lying  around  makes  already  healthy 
Areata  look  like  an  even  juicier  takeover 
target.  The  directors  and  officers  control 
only  16%  of  Areata 's  stock.  Long-term 
debt  is  75%  of  book  value.  The  stock 
price,  alas,  does  not  reflect  the  progress 
Leach  has  made.  At  its  recent  price  Ar- 
eata sold  for  about  7  times  current  earn- 
ings and  a  discount  from  book  value. 
With  only  6.9  million  shares  outstand- 


Halcon  International's  Landau 


Good  food  and  hard  work. 

plants,  the  Channelview  operation  went 
on  stream  in  1978.  But  it  couldn't  lick 
corrosion  problems  that  made  it  impos- 
sible to  operate  consistently  at  full  capac- 
ity. ARCO  lost  patience,  shut  down  the 
troublesome  plant  and  reserved  for  a  $70 
million  writedown.  To  salvage  its  invest- 
ment it  offered  to  buy  Halcon  out  and 
assume  certain  liabilities  at  the  plant. 
Landau  had  little  choice  but  to  accept. 
What  will  Landau  do  with  that  $270 


ing,  a  would-be  acquisitor  could  tende 
for  the  company  at  a  nice  premium  ovq 
market  and  recoup  close  to  half  the  pric 
from  the  next  government  payment. 

Leach  says  Areata  isn't  for  sale  but,  i 
a  sense,  the  stockholders  can't  lose.  Ej 
ther  the  market  recognizes  the  underly 
ing  values,  or  some  acquisitor  will.  N 
wonder  the  stock  has  been  strong  lately 
though  Leach  warns  that  the  buildinj 
slump  resulted  in  a  soft  fourth  quarte 
and  a  weak  start  for  fiscal  1981 .  ■ 


million  check?  At  the  company's  Pari 
Avenue  headquarters  the  hallway  door 
are  protected  by  push-button  combina 
tion  locks,  and  little  news  leaks  out.  Ye 
rumors  are  flying  thick  and  fast:  Halco: 
will  go  public  and  buy  a  specialty  chemi 
cal  company  of  equivalent  size,  like  $96 
million  (sales)  Witco,  for  example.  Afte 
all,  Witeo's  nearly  9  million  outstandin 
shares  are  presently  trading  around  2(: 
and  perhaps  the  Wishnick  family  may  b 
interested  in  an  offer  a  bit  above  tha 
$234  million  market  value.  Or  Halcoi 
will  sell  its  costly  research  laboratories 
and  live  off  the  licensing  income  from  it 
1,400  patents.  Or  Halcon  will  look  fo 
another  partner  so  it  can  buy  back  tha 
Channelview  plant  from  ARCO. 

But  one  thing  no  one  is  suggesting  i 
that  Ralph  Landau  will  retire  and  go  fish 
ing;  he's  not  the  retiring  sort.  He's  a] 
avid  art  collector,  a  gourmet  who  one 
refused  to  visit  Russia  because  he'd  hear* 
there  were  no  good  restaurants  there  an* 
a  philanthropist  who  gives  generously  ti 
his  alma  maters,  the  University  of  Perm 
sylvania  and  MIT.  But  everyone  whj 
knows  him  agrees  that  for  Landau, 
distinguished  chemical  engineer  and  sci 
entist,  his  real  interest  is  his  wort 
Channelview  is  Halcon's  only  significan 
failure  since  the  company's  founding  i| 
1946.  He  won't  quit  on  a  losing  note. 

He  began  his  career  with  four  years  i 
what  is  now  Pullman  Kellogg  befon 
striking  out  on  his  own  in  1946.  At  th 
age  of  29  he  and  a  partner  formed  Scierl 
tific  Design,  a  research  and  developmen 
company  that  concentrated  on  petre 
chemical  technology.  Landau's  inven 
tions  led  to  improved  feedstocks  id 
polystyrene  cups,  foam  rubber,  specialr 
chemicals  and  antifreeze,  among  a  hos 
of  end  products.  Lucrative  as  licensin 
that  technology  was,  Landau  wanted 
piece-of  the  real  action:  the  manufactui 
ing  profits.  In  1962,  when  he  discovers 
a  better  way  to  produce  propylene  oxide 
he  got  his  chance.  Renaming  Scientifi 
Design  Halcon,  he  persuaded  ARCO  ii 
1966  to  back  his  technology  with  thci 
capital  in  a  50-50  manufacturing  deal 
Oxirane  was  born.  Now,  Halcon  cai 
count  only  on  revenues  from  engineerin 
and  process  design.  But  knowing  Lan 
dau,  probably  not  for  long.  ■ 


All  that  money  from  selling  his  half  of  Oxirane 
is  burning  a  hole  in  Ralph  Landau's  pocket. 


Oh,  how  he 
hated  to  sell! 
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W introduce  you  to 
North  Americas 
seventh  largest  bank. 


When  you're  searching  for  a  com- 
mercial loan,  why  not  choose  a  bank 
that  can  offer  you  a  sizable  amount 
easily  And  fast. 

Canadian  Imperial  Bank  of 
Commerce  is  just  that  kind  of  bank. 
With  more  than  $50  billion  in  assets. 
$36  billion  out  on  loan.  And  the 
expertise  that  comes  from  doing 
business  in  the  United  States  for  more 
than  a  century. 

Our  headquarters  are  in  Toronto, 
but  you'll  find  us  well  represented  in 
the  United  States.  We  have  offices  in 
New  York,  Chicago,  Atlanta,  Dallas, 
Los  Angeles,  San  Francisco,  Portland 
and  Seattle.  What's  more,  we  have  a 
complete  international  network  in 
place. 

Big.  Knowledgeable.  Convenient. 
That's  Canadian  Imperial  Bank  of 
Commerce.  Don't  we  belong  on  your 
short  list? 


<l> 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 

North  America's  seventh  largest  bank  belongs  on  your  short  list. 


Head  Office:  Commerce  Court.  Toronto.  M5L  1A2.  Canada  •  Offices  in:  New  York  •  Chicago  •  Atlanta  •  Dallas  •  Los  Angeles  •  San  Francisco  •  Portland  •  Seattle 


It  may  sound  like  a  second-rate  soap  opera  with  a  violent  twist  to  th 
script,  but  it's  the  real  life  story  of  a  $2  billion  Texas  oil  empire. 


The  family  feud  at 
Kendavis  Industries 


By  Ttedd  A.  Cohen 


On  June  6,  1980  a  memo  went  out 
to  the  80-odd  subsidiaries  of  Ken- 
davis Industries  International, 
Inc.  from  Chairman  Kenneth  W.  Davis 
Jr.  in  Ft.  Worth,  Tex.  It  said,  in  part:  "If 
approached  by  someone  you  know  or 
suspect  to  be  a  Forbes  representative,  do 
not  cooperate.  Do  not  admit  to,  or  make 
denial  of,  any  question  asked  about  you 
or  your  company.  Do  not  volunteer  to 
any  informal  off-the-record  conversa- 
tions. Do  not  review  any  article  or  re- 
spond to  any  comments  to  verify  the 
accuracy  or  iack  of  it  for  any  proposed 
statements.  ..." 

In  short,  don't  even  give  your  name, 
rank  and  serial  number.  Why  is  Kendavis 
and  its  boss  so  uptight  about  the  press? 


Chairman  Kenneth  W  Davis  Jr. 

A  recluse  a  la  Howard  Hughes. 
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Why  is  this  highly  successful  $2  billion- 
a-year  privately  owned  corporation  so 
publicity-shy?  Partly  because  the  habit  of 
secrecy  is  deeply  ingrained.  Partly  be- 
cause the  owning  family  has  a  fair 
amount  to  hide. 

A  recluse  who  has  his  meals  slipped 
into  his  office  Howard  Hughes-style, 
Chairman  Davis  has  a  brother,  T.  (for 
Thomas)  Cullen  Davis,  who  enjoys  the 
dubious  distinction  of  being  the  richest 
man  ever  tried  for  murder  in  America.  A 
third  brother,  William  S.  Davis,  was 
thrown  out  of  the  company  by  Ken  Jr. 
and  Cullen  years  ago  only  to  file  suit — 
later  settled  out  of  court — charging  that 
they  refused  to  pay  him  anything  for  his 
30%  holdings  in  the  company.  But  a  $2 
billion  company  that's  been  in  business 
over  50  years  is  a  hard  animal  to  hide. 

KII  was  founded  in  1929  when  Ken  Sr., 
an  oilfield  worker,  plunked  down  $5,000 
to  buy  Mid-Continent  Supply  Co.,  then  a 
floundering  oilfield  supply  company  in 
Ft.  Worth  but  now  the  heart  of  the  Davis 
empire.  With  oil  being  discovered  all 
around  him,  Davis  followed  the  drillers 
wherever  they  went,  opening  oilfield 
"hardware  stores"  that  turned  a  profit 
even  if  the  drillers  went  bust. 

He  bought  small  drilling  companies 
too,  ones  that  had  a  good  idea  where  oil 
leases  were  available,  and  financed  their 
efforts.  Davis  eventually  wound  up  with 
his  own  oil  and  gas  exploration  and 
production  company,  which  at  one  time 
had  more  than  80  million  barrels  of  oil 
reserves. 

In  the  late  1940s  KII  caused  a  rumpus 
in  its  industry  by  buying  Loffland  Broth- 
ers of  Tulsa,  then  regarded  as  the  world's 
best  contract  driller.  Loffland  was  at  the 
time  buying  most  of  its  supplies  from 
National  Supply,  now  a  division  of 
Armco;  after  the  purchase  it  switched  its 
business  to  Mid-Continent.  Buying 
somebody's  best  customer  away  wasn't 
considered  cricket.  "It  was  kind  of  cross- 
ing the  line,"  recalls  one  competitor. 
"It's  not  so  important  today,  but  then  it 


was  very  important  that  drillers  and  si 
pliers  remained  independent."  Ma 
drillers  took  their  business  elsewhe 
Some  of  Loffland's  best  hands  quit,  a. 
gradually  the  driller  went  downhill. 

Davis  couldn't  have  cared  less.  He  ji 
plowed  ahead  with  his  hardware  bu 
ness,  built  around  flexibility  and  servic 
"Around  the  clock,  around  the  work 
the  old  man  used  to  say.  His  employe 
were  on  call  7  days  a  week,  24  hours 
day.  The  largest  of  the  35  stores  w, 
stocked  with  over  5,000  items  worth  u 
ward  of  about  $  1  million.  Whether  the  < 
well  lasted  5  months  or  50  years,  t 
stores  would  stay  as  long  as  they  we 
needed,  supplying  oil  rig  crews  with  e 
crything  from  a  drill  pump  to  a  case 
beer,  mostly  on  credit. 

Soon    Davis'    oil    service  empi 
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T.  Cullen  Davis 
Acquitted  of  murder. 
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stretched  m  all  directions  as  drillers 
took  him  along  from  West  Texas  to 
Kuwait,  Canada  to  Venezuela.  Davis 
also  picked  up  a  Cummins  Engine 
distributorship,  selling  engines  first  to 
the  oilfield  and  then,  after  World  War  n, 
to  truckers.  Most  of  his  oil  and  gas 
holdings  were  placed  under  another 
drilling  company  called  Great  Western. 
In  1945  he  started  Stratoflex,  a  maker  of 
hoses  used,  for  example,  to  contain  the 
hydraulic  fluid  that  controls  an  air- 
plane's rudders  and  flaps. 

Except  for  one  fling  in  the  public  mar- 
kets with  Stratoflex,  he  kept  his  com- 
pany and  his  affairs  private  and  ruled  it 
like  a  medieval  monarch.  His  picture 
hung  in  every  supply  store  and  office 
around  the  world,  and  he  tolerated  no 
dissent.  "Stinky"  they  called  him,  but 
never  to  his  face.  "He  wanted  his  ques- 
tions answered  in  one  of  three  ways:  yes, 
no  or  I  don't  know,"  says  a  longtime 
associate.  Once  back  in  the  early  1960s 
he  dispatched  an  underling  to  inspect  a 
new  oil  play  in  Oklahoma  and  report 
back  on  whether  Mid-Continent  should 
open  a  store  there.  "We're  watching  it," 
the  man  said.  "Watching!  Watching!" 
Stinky  bellowed.  He  caught  a  plane  the 
next  day  and  opened  the  store  personally 
in  an  abandoned  jailhouse. 

Stinky  was  smarter  than  a  lot  of  big- 
time  bankers.  One  time  at  a  meeting 
with  the  Venezuelan  ambassador  to 
work  out  a  deal  arranged  by  the  State 
Department,  Davis  slammed  his  fist 
down  on  a  table  and  demanded  $3  mil- 
lion up  front.  "Mr.  Davis,"  said  the  man 
from  State,  "don't  you  realize  you're 
dealing  with  the  government  of  Venezu- 
ela?" Replied  Davis:  "You're  damn  right 
I  do!  That's  why  I  want  the  $3  million  up 
front!"  The  ambassador  anted  up. 

When  he  died  in  1968,  "Stinky"  Davis 
left  his  $300  million  estate  in  equal  parts 
to  his  three  sons.  How  has  the  empire 
done  since  his  death  12  years  ago?  Seem- 
ingly splendidly.  With  oil  drilling  boom- 
ing, earnings  have  climbed  from  about  $5 
million  to  an  estimated  $50  million,  rev- 
enues from  over  $100  million  to  $2  bil- 
lion. But  some  who  know  its  inner  work- 
ings say  the  empire  under  the  Davis  sons 
is  living  on  borrowed  time.  "They've 
done  their  damnedest  to  wreck  the  com- 
pany," says  an  observer,  clearly  overstat- 
ing the  case. 

"As  an  oilfield  supply  company  they're 
nowhere  near  the  dynamic,  aggressive 
force  they  once  were,"  says  one  competi- 
tor. "The  supply  business  was  Stinky's 
first  love,  the  heart  of  his  empire,  and  it 
had  that  stamp  of  entrepreneurship  on  it. 
The  boys?  To  them  it's  just  one  of  many 
investments  and  they've  lost  that  drive." 

Loffland  Brothers  still  claims  to  be  the 
largest  contract  driller  in  the  world  to- 
day, with  between  100  and  200  rigs, 
mostly  onshore.  But  the  real  number  is 
probably  close  to  86.  While  that  still  puts 


them  up  among  the  big  boys  like  W.R. 
Grace,  which  has  105,  there's  some  ques- 
tion as  to  how  much  of  that  equipment  is 
obsolete.  "They're  not  considered  good 
competition,"  says  another.  "Their  oper- 
ations are  spotty.  Some  places  they  do  a 
lousy  job,  others  pretty  good.  They  have 
excessive  turnover — at  the  tool-pusher 
level,  the  drillers.  That  will  kill  you." 

KII's  problems  don't  stop  there.  The 
sons — namely  Ken  Jr.  and  Cullen — are 
known  to  be  difficult  people  to  work  for. 
"They  may  pay  their  people  well.  They 
may  give  them  a  good  title.  But,  boy, 
they  treat  them  like  sons  of  bitches," 
says  a  former  customer. 

All  three  sons  went  to  Texas  A&M  in 
the  late  1940s  and  early  1950s,  then 
known  as  the  "West  Point  on  the  Braz- 
os" because  it  mixed  military  training 


Patriarch  Kenneth  W.  (Stinky)  Davis  Sr. 
He  ruled  like  a  medieval  monarch. 


with  engineering.  In  the  summers  they 
were  given  jobs  in  different  parts  of  the 
company. 

When  old  Ken  died,  each  son  was  left 
30%  of  every  Kendavis  company  and  a 
piece  of  the  business  to  run.  Ken  Jr.,  the 
oldest,  got  Great  Western  and  Loffland; 
Cullen  got  Cummins  and  Stratoflex.  Bill 
was  the  youngest,  but  the  one  the  old 
man  felt  had  the  best  business  head.  He 
was  given  Mid-Continent.  But,  sources 
say,  Ken  Jr.  was  jealous  of  Bill.  He  want- 
ed the  jewel  of  the  Kendavis  empire  to 
run.  Competitors  got  wind  of  the  dissen- 
sion and  cracks  in  the  empire  began  to 
appear. 

Cullen  had  problems  of  another  kind. 
A  playboy  who  had  been  kept  in  line  by 
his  father,  he  soon  began  living  it  up.  The 
very  day  his  father  died,  he  married  for 
the  second  time,  and  then  began  plans 


for  a  20-room  mansion  that  would  ccj 
about  $6  million  to  build  and  furnish,  F 
got  involved  in  several  business  ventur 
on  the  side,  a  number  of  which  seemt 
to  go  broke. 

Bill  Davis,  the  father's  favorite,  feud< 
with  Ken  Jr.  and  resented  Cullen's  hij 
living  when  it  began  to  affect  the  bus 
ness.  The  showdown  came  at  sever 
board  meetings  in  August  1973  whfl 
Ken  Jr.  and  Cullen  fired  Bill  as  head 
Mid-Continent  and  voted  him  out  of  tl 
company.  Ken  Jr.  took  a  razor  blade  to 
photograph  of  the  three  hanging  in  oi 
of  the  KII  offices,  cut  out  Bill's  figur 
and  mailed  it  to  him. 

Bill  Davis  told  Forbes  that  the  follow 
ing  year  he  filed  suit  against  his  brothe 
because  they  refused  to  pay  him  a  eel 
for  his  share  of  KII.  He  also  charged  th 
they  engaged  in  a  "rapid,  reckless  pr 
gram  of  acquisitions"  that  consume 
KII's  cash  and  ran  up  corporate  debts  "\ 
excess  of  $150  million."  As  a  result,  11 
contended,  he  never  received  dividend 
But  Bill  settled  out  of  court  in  1976  for  a 
estimated  $100  million,  including  a  on 
third  interest  in  Great  Western  that  H 
currently  runs  as  Davoil  Inc.,  a  E 
Worth-headquartered  oil  and  gas  explor 
tion  and  production  company. 

In  the  summer  of  1974  Cullen  separai 
ed  from  his  second  wife,  Priscilla.  Tvm 
years  later  he  was  arrested  and  accused  i 
murdering  his  wife's  lover  and  her  ste; 
daughter  and  trying  to  murder  Priscil, 
and  a  friend.  Defended  by  Richai 
"Racehorse"  Haynes,  he  was  acquittfl 
by  an  Amarillo,  Tex.  jury  in  November  i 
.1977.  Cullen  was  arrested  nine  montll 
later,  this  time  accused  of  hiring  a  hi 
man  to  kill  the  judge  in  his  divorce  tria 
but  early  last  year  another  jury  dea« 
locked — 8  to  4 — and  Cullen  was  frs 
again.  Late  last  year  he  was  acquittei 
According  to  Texas  author  Gary  Cari 
wright's  book,  Blood  Will  Tell,  the  allege 
hit  man  told  the  FBI  he  had  a  list  of  II 
people  Cullen  wanted  to  get.  One  was  h. 
brother,  BillDavis.  Last  year  Bill  Dav: 
told  several  friends  someone  was  tryir 
to  kill  him. 

Cullen,  46,  still  works  at  KII,  but  n 
one  there  seems  to  know  what  he  doe 
Word  around  the  company  is  that  Ken  J 
is  trying  to  wrest  the  rest  of  the  famil 
empire  away  from  him.  The  fact  is,  Ke 
Jr.,  54,  now  heads  the  Kendavis  kingdon 
as  his  father  did  before  him.  Whateve 
his  quirks,  he's  described  as  "all  busi 
ness.''  Short  and  bespectacled,  he  ha 
open  heart  surgery  a  few  years  ago  and  i 
rarely  seen  around  Tulsa,  his  home. 

So  far  the  boom  in  U.S.  oil  drilling  ha 
covered  up  a  number  of  problems  at  Ker 
davis  Industries.  But  for  how  long?  " 
the  old  man  were  here  today,"  says  on 
of  his  old  friends,  "he'd  have  kicked  asi 
None  of  those  boys  would  ever  have  had 
chance  to  misbehave."  Any  wonder  Ke 
Davis  Jr.  wants  to  hide  from  the  press?  ■ 
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EXTRA  INTEREST 


Today  's  banker  may  be  affecting 
your  corporate  success  far  more 
than  you  realize.  Bankers  are  prime 
lenders  to  business.  They're  profes- 
sional investors.  Board  members.  Busi 
ness  operators.  They  are  effective, 
respected  spokesmen  in  Washington 
for  competitive  enterprise.  In  short, 
bankers'  judgements  about  your 
business  can  definitely  affect  your 
company's  profit,  including  the  rates 
you  pay  for  loans. 


THE  $220  BILLION  MARKET 
FOR  STOCK. 


As  professional  investors,  trust  bankers 
manage  over  S220  billion  in  common 
stock,  far  more  than  any  other  investor 
group.  In  addition,  bankers  are  often 
board  members  of  top  corporations  and 
foundations.  This  spreads  their  financial 
opinions  and  expertise  even  further. 
Corporations  can  be  nefit  greatly  by 


advertising  directly  to  this  influential 
market. 


BUYER  AND  ADVISOR. 


As  operators  of  a  vigorous,  complex 
business,  bankers  buy  on  a  huge  scale. 
For  example,  banks  spend  SI 7  billion 
annually  for  office  equipment,  com 
puters,  supplies  and  services.  As  advisors 
to  business,  bankers  recommend  prod- 
ucts and  services,  help  acquire  plant 
sites  and  arrange  mergers. 


As  the  only  daily  banking  newspaper, 
American  Banker  is  "must  reading"  for 
all  who  must  keep  pace  with  the  dy- 
namic changes  in  banking  today.  Over 
7(),()()0  executives  read  American 
Banker  thoroughly  and  intently  each 
business  day— 84%  in  the  office  where 
their  business  decisions  are  made. 

Because  daily  banking  news  is  more 
vital  than  ever  before,  individual  sub- 
scribers pay  S250  yearly  for  American 
Banker.  Over  86%  are  in  upper  manage- 
ment and  38%  serve  on  outside  boards. 
No  other  banking  journal  duplicates  this 
prime  market. 

American  Banker  has  many  special 
editions  covering  the  year's  important 
banking  events,  lb  help  plan  your  adver- 
tising, call  Bill  Cooley  for  a  free  calendar 
of  these  special  editions  at  American 
Banker  ( 212)  563-1900,  ext.  833, 
or  write  us  at  525  West  42nd  Street, 
New  York,  NY  10036. 
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WHERE  YOER  ADVERTISING  EARNS  EXTRA  INTEREST. 


Is  it  possible  to  blend  lipsticks  and  anticancer  drugs  successfully 
Revlon's  Michel  Bergerac  seems  to  be  doing  just  that. 


The  other  side 
of  Revlon 


By  Larry  Marion 

ALMOST  ANY  OTHER  COMPANY 
would  trumpet  the  accomplish- 
ment, but  for  reasons  best  known 
to  Board  Chairman  Michel  C.  Bergerac, 
giant  Revlon,  Inc.  has  stubbornly  down- 
played the  fact  that  it  has  built — and  is 
still  building — one  of  the  nation's  top 
health-care  businesses  alongside  its  still- 
thriving  cosmetics  business.  It's  a 
strange  mixture — the  mystique  of  chic 
and  the  arcane  world  of  the  scientific 
laboratory.  Revlon,  however,  seems  to  be 
managing  the  peculiar  mixture  and  man- 
aging it  extremely  well. 

It  has  quietly  built  up  annual  sales  of  $  1 
billion  worth  of  pharmaceuticals  and  a 
wide  variety  of  medical  paraphernalia, 
from  blood  analyzers  to  contact  lenses. 
Revlon  may  be  a  bigger  and  more  profit- 
able health-care  company  this  year  than 
G.D.  Searle  and  about  equal  to  Richard- 
son-Merrell.  All  the  while  it  has  main- 
tained its  traditional  pretax  earnings  rate 
of  about  18%. 

The  National  Cancer  Institute  and  a 
major  research  hospital  have  signed  $3 
million  in  orders  for  interferon,  the 
much-touted  but  unproven  anticancer 
agent.  In  bidding  for  one  of  the  contracts, 
Revlon  was  victorious  over  several  lead- 
ing pharmaceutical  houses,  Abbott  Labo- 
ratories and  Searle  among  them,  and 
now  will  be  ione  of  the  world's  largest 
producers  of  the  important  experimental 
drug,  a  protein  squeezed  out  of  blood. 

Senior  Revlon  executives  refuse  to  talk 
to  Forbes  about  its  thriving  Health  Care 
Group,  and  a  recent  security  analyst  re- 
port failed  to  include  Revlon  among  lead- 
ing interferon  producers. 

There's  no  cause  for  such  reticence. 
The  interferon  orders  are  more  than  a 
scientific  milestone  for  Revlon.  They 
demonstrate  the  soundness  of  Bergerac's 
efforts  to  shape  independent  health-re- 
lated companies  into  a  combination 
where  the  total  is  greater  than  the  sum  of 
its  parts:  Several  different  acquisitions 
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were  crucial  to  the  interferon  victory,  a 
classic  case  of  successful  synergism. 

The  scientific  and  management  tri- 
umph began  with  Revlon  founder 
Charles  Revson's  acquisition  of  the 
U.S.  Vitamin  Co.  in  1966.  Its  line  of 
drugs  became  the  cornerstone  of  a 
group  that  now  includes  antacid  TUMS, 
laxatives,  clinical  laboratories  and  an- 
tiacne preparations  (Forbes,  June  26, 
1978).  In  May  it  acquired  equipment- 
maker  Technicon  Corp.   for  at  least 


Bergerac  has  been  spending 
heavily  on  health-care  re- 
search. "Since  1975,  expendi- 
tures have  more  than  tripled," 
he  recently  noted.  Already 
Revlon  is  "involved  with"  the 
other  biggest  breakthrough 
in  pharmaceutical  research, 
says  R&D  boss  Charles  Smith. 

$300  million  in  stock  and  cash. 

Among  the  dozen  companies  acquired 
by  Revson  and  Bergerac,  four  will  partici- 
pate in  the  interferon  project — one  sup- 
plies the  raw  material  (once  called  Plas- 
ma Alliance  and  Blood  Alliance),  another 
processes  it  (Armour  Pharmaceuticals),  a 
third  produces  the  final  product  (Meloy 
Laboratories),  and  a  part  of  the  fourth 
(USV)  is  now  "a  major  research  group 
with  experience  in  cancer,"  says  Dr. 
Charles  G.  Smith,  vice  president  for  re- 
search and  development. 

Bergerac  is  fond  of  reassuring  stock- 
holders that  Revlon  is  still  predominant- 
ly a  cosmetics  company.  Yet  the  more 
rapid  growth  of  health  care  threatens  to 
upset  the  balance.  Perhaps  this  explains 
Bergerac's  reticence. 

Last  year  he  told  stockholders, 
"Growth  has  been  achieved  while  main- 
taining the  basic  balance  of  the  com- 
pany"— a  2-to-l  split  between  beauty 
and  health-care  revenues,  which  is  "im- 
portant to  the  quality  and  stability  of 


earnings."  But  that  1978  ratio,  based 
cosmetics  sales  of  $945  million  co: 
pared  to  $507  million  for  health  care, 
as  out  of  date  as  Billy  Martin's  resume 

Consolidated  sales  of  the  Health  Cs 
Group,  including  the  most  recent  acqi 
sitions,  will  result  in  a  55-to-45  ratio 
1980;  based  on  analysts'  estimates 
$  1 .25  billion  in  cosmetics  sales  and  mc 
than  $1  billion  for  health  care.  Given  t 
2%-to-5%    higher    growth  rates 
health-related  products  as  opposed 
cosmetics,  Revlon  could  soon  become 
major  health-care  company  with  a  lai 
cosmetics  sideline. 

Bergerac  has  been  spending  heavily 
health-care  research.  "Since  1975,  [ 
search]  expenditures  have  more  than  t 
pled,"  he  recently  noted.  Already  Revl 
is  "involved  with"  the  other  bigg« 
breakthrough  in  pharmaceutical 
search,  gene  manipulation,  says  R& 
boss  Smith. 

The  various  parts  of  the  Health  Q 
Group  share  a  trait  with  the  overall  coi 
pany — a  growing  dependence  on  forei 
sales  to  show  impressive  revenue  gain 
Last  year  international  sales  of  $546  mi 
lion  were  almost  a  third  of  the  compan' 
total  revenues  of  $  1 . 7  billion,  and  growi 
at  a  30%  rate  compared  with  1978,  wh 
domestic  sales  grew  by  only  11%. 

"They  are  established  in  most  of  t. 
world,"  explains  Donald  Brucker,  chai 
man  and  cofounder  of  Continuo 
Curve,  the  soft-contact-lens  firm  th 
will  soon  become  the  newest  Berger 
acquisition.  Revlon  already  owns  a  lea 
ing  hard-lens  and  optical-supplies  con 
pany,  Barnes-Hind. 

At  the  six-month  mark,  Revlon's  dill 
ed  earnings  per  share  were  $2.42, 
13.6%  from  a  year  ago.  Brokers  estima 
that  full  year  earnings  will  hit  $4.95  p 
share.  At  only  about  10  times  probab 
1980  earnings,  Revlon  sells  below  t. 
average  multiple  of  12  for  leading  healt 
care  companies.  Perhaps  Chairman  Be 
gerac  should  stop  hiding  this  particul 
light  under  a  bushel.  ■ 

FORBES,  AUGUST  18,  "> 


IN  CAMBODIA  AND  THE  BORDER  CAMPS  OF  THAILAND,  THE  DOLLAR  IS  STILL  STRONG. 

STRONG  ENOUGH  TO  HELP  MEND  A  BROKEN  PEOPLE.  TO  HELP  CHILDREN  SUFFERING  FROM 
MALNUTRITION  AND  DISEASE.  TO  STRENGTHEN  MEN  AND  WOMEN,  VICTIMS  OF  WAR  AND  FAMINE. 
THE  DOLLAR  HAS  THE  POWER  TO  CHANGE  SO  MANY  THINGS. 

ONE  DOLLAR  WILL  BUY  6  POUNDS  OF  RICE.  ENOUGH  FOR  1 3  PEOPLE  FOR  ONE  DAY. 

TEN  DOLLARS  WILL  STOCK  SIX  VILLAGE  FISH  PONDS.  $500  WILL  BUY  1 0  DEEP  WELL  PUMPS 
FOR  VILLAGE  WATER  SUPPLIES;  $  1 2,500  WILL  BUY  A  TRUCK  TO  RESTORE  THE  TRANSPORTATION 
SYSTEM  $  100,000  WILL  STOCK  1 40  DISPENSARIES  AND  BRING  A  HEALTH  CARE  SYSTEM  BACK  TO  LIFE. 

THE  AMERICAN  DOLLAR  WILL  HELP  REBUILD  A  PEOPLE  WHO  WERE  ONCE  SELF-RELIANT. 

RIGHT  NOW  A  NATIONWIDE  EFFORT  IS  UNDERWAY  TO  HELP  KEEP  CAMBODIA  FROM  DYING. 
AN  EFFORT  THAT  INCLUDES  LABOR  CHURCH  AND  SERVICE  ORGANIZATIONS,  AND  THE  LEADERS  OF 
CORPORATE  AMERICA  PLEASE  JOIN  THEM  TODAY  SEND  YOUR  TAX  DEDUCTIBLE  DONATION  TO  THE 
AGENCY  OF  YOUR  CHOICE  AND  MAIL  TO  THE  NATIONAL  CAMBODIA  CRISIS  COMMITTEE. 

YOUR  COMPANY  S  DOLLAR  HAS  NEVER  GONE  SO  FAR  OR  BEEN  WORTH  SO  MUCH 

IN  CAMBODIA 
YOUR  DOLLAR  IS  PRICELESS. 

THE  NATIONAL  CAMBODIA  CRISIS  COMMITTEE,  P.O.  BOX  242 ,  WASHINGTON,  DC  20044 

MAJOR  PARTICIPATING  AGENCIES:  AMERICAN  FRIENDS  SERVICE  COMMITTEE/ QUAKERS  •  AMERICAN  JEWISH  JOINT  DISTRIBUTION 
COMMITTEE  •  AMERICAN  RED  CROSS  •  AMERICAN  REFUGEE  COMMITTEE  ■  ASSEMBLIES  OF  GOD  •  CARE  •  CATHOLIC  RELIEF  SERVICES 

•  CHURCH  WORLD  SERVICE  •  FOOD  FOR  THE  HUNGRY  INTERNATIONAL  •  INTERNATIONAL  RESCUE  COMMITTEE  •  LUTHERAN  WORLD 
RELIEF  •  MENNONITE  C7ENTRAL  COMMITTEE  •  OPERATION  CALIFORNIA  •  OXFAM  AMERICA  •  THE  SALVATION  ARMY  •  SAVE  Tt  iE  CHIL- 
DREN FEDERATION   •    SEVENTH  DAY  ADVENTIST  WORLD  SERVICE   •    U  S.  COMMITTEE  FOR  UNICEF   •   WORLD  VISION  INTERNATIONAL 

•  YMCA  INTERNATIONAL  DIVISION. 


ov.  30, 1964, 
we  invented 
cattle  futures. 

The  rest  is  history. 


Ask  any  financial  journalist 
for  a  one-word  description 
of  the  Chicago  Mercantile 
Exchange.  The  word  you 
are  most  likely  to  hear  is 
"innovative." 

It  is  fair  to  say  that  since  that 
day  in  1964,  the  futures  in- 
dustry has  never  been  the 
same.  The  widely-held  belief 
that  a  futures  market  was 
applicable  only  to  "storable" 
commodities,  such  as  grains, 
metals  and  frozen  pork  bel- 
lies, was  forever  shattered. 

Innovation  followed  innova- 
tion. Having  proved  that  a 
live  animal  contract  worked, 
the  CME  introduced  a  sec- 
ond one  in  1966,  live  hogs, 
and  a  third  in  1971,  feeder 
cattle. 

But  perhaps  the  greatest  in- 
novation of  them  all  occur- 
red in  1972.  That  was  the  year 
in  which  the  CME  spawned 
its  offshoot  the  International 
Monetary  Market — an  ex- 
change devoted  exclusively 
to  trading  then  unheard-of 
financial  instruments.  Thus 


the  futures  industry  was  ex- 
panded once  again — this 
time  the  quantum  leap  was 
from  physical  commodities 
to  documents  whose  values 
fluctuate  daily  and  often  dra- 
matically. Such  documents 
include  money  itself,  Swiss 
Francs  and  Japanese  Yen, 
for  example,  and  interest 
bearing  instruments  such 
asT-Bills. 

What's  ahead  for  the  Chicago 
Mercantile  Exchange?  We 
have  not  forgotten  our 


roots  in  agriculture.  We  re- 
cently introduced  a  broiler 
chicken  contract  that  has 
become  the  favorite  of  the 
industry  in  just  a  few  short 
months.  Its  unique  certifi- 
cate delivery  system  enorm- 
ously simplifies  the  use  of 
futures  for  producers  and 
end  users.  In  the  finan- 
cial arena,  the  IMM  will  be 
expanding  its  scope  with 
contracts  in  Eurodollar  Time 
Deposits,  Domestic  CD's  and 
the  Standard  &  Poor's  500 
Stock  Index. 

The  Chicago  Mercantile 
Exchange  has  set  the  pace 
for  futures  trading  in  the 
'80s.  If  you're  still  sitting  on 
the  sidelines,  there  is  no  bet- 
ter time  than  now  to  learn  as 
much  as  you  can.  We'll  be 
happy  to  send  you  a  packet 
of  informative  literature  if 
you'll  write  The  Chicago 
Mercantile  Exchange, 
444  West  Jackson  Boule- 
vard, Chicago,  Illinois, 
60606,  or  call,  toll-free, 
800-228-2027,  in  Nebraska 
402-571-4900. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market         Associate  Mercantile  Market 


The  Economy 


MONEY  &  INVESTMENTS 

he  inflation  rate  is  going  to  be  lower  than  the  unemployment  rate.  A 
wlonged  slack  in  men  and  machines  will  dominate  pricing. 


Bad  news  with 
a  silver  lining 


Iottoming  out.  Beware  those  se- 
ductive words;  they  seem  to  tell  us 
that  we  can  relax  now;  the  reces- 
m  is  over.  It  isn't.  Sure,  the  rate  of 
cline  in  the  gross  national  product  is 
>s  in  the  third  quarter  than  in  the  sec- 
d  and  it  will  even  stop  declining  in  the 
irth  quarter.  A  good  thing.  Had  the 
^JP  continued  dropping  at  the  second- 
arter  rate  we  would  have  had  the  pro- 
rbial  grass  growing  in  the  streets  pret- 
soon.  The  recession  isn't  over.  Not  by 
ong  shot. 

A.s  the  chart  below  shows,  gross  na- 
mal  product  should  fall  another  4%  or 
in  the  third  quarter  after  the  record- 
ng  one-quarter  free-fall  of  9.1%  in  the 
>ril-to-June  period.  That's  not  a  bot- 
ning  out. 

While  autos  and  housing  have  already 
ten  their  knocks,  other  groups  are  only 
w  confronting  customer  resistance, 
:umulated  inventories  and  cutbacks  in 
:ivity.  Retail  sales  are  still  in  a  major 
imp,  capital-goods  producers  have  yet 
feel  the  full  impact  of  order  deferrals 


and  cancelations,  paper  producers  are  not 
close  to  the  bottom  of  their  correction. 
Even  oil  seems  to  be  in  oversupply.  Un- 
employment is  heading  to  9%,  where  it 
will  stay  for  a  long  time.  The  economy 
isn't  strong  enough  to  absorb  all  the  new 
entrants  to  the  job  scene. 

The  consumer  is  in  no  position  to  pull 
the  economy  out  of  the  dumps.  His  debts 
are  still  heavy  in  relation  to  income. 
Growth  of  disposable  personal  income  is 
held  down  by  recession-induced  layoffs 
and  reduced  workweeks.  The  current 
high  rate  of  inflation  digs  further  into 
purchasing  power. 

Now  for  the  good  news — such  as  it  is: 

Inflation  will  moderate.  Forget  those 
newspaper  reports  about  stepped-up 
wage  increases  this  year.  Those  labor 
contracts  were  negotiated  when  the 
economy  was  booming,  when  recession 
was  a  reality  only  in  autos  and  housing, 
not  in  virtually  the  entire  economy. 

David  Levine,  Sanford  C.  Bernstein  & 
Co.'s  able  economist,  predicts  that  infla- 
tion will  be  down  to  6%  by  Christmas 


and  to  5%  by  midwinter.  There  it  will 
stick — high  enough  to  cause  serious 
problems  but  not  high  enough  to  scare 
the  hell  out  of  everybody. 

Citibank's  Economic  Week  reaches  the 
same  conclusion.  "Economic  evidence  in- 
dicates that  inflation  eases  when  unem- 
ployment rises  to  high  levels  and  factory 
operating  rates  drop.  The  logical  hypoth- 
esis is  that  the  existence  of  such  slack 
creates  competition  for  jobs  and  sales  that 
checks  the  rate  of  price  increase  despite 
the  expectations  that  people  hold." 

Our  own  forecast  is  for  an  economy 
that  picks  up  later  this  year  but  without 
vigor.  This  sets  the  stage  for  a  slow, 
steady  return  of  the  consumer  in  1981 
with  the  prospect  of  a  fairly  low  rate  of 
inflation.  If  they  mean  by  "bottoming 
out"  that  the  bottom  isn't  going  to  fall 
out  of  the  economy,  they  are  certainly 
correct.  But  if  the  phrase  suggests  to  you 
a  fast  and  powerful  rebound  with  a  return 
to  double-digit  inflation,  then  you  are 
reading  both  the  numbers  and  the  symp- 
toms all  wrong.— Ben  Weberman 


A  prolonged  business  correction 


The  bad  news:  After  a  turnaround  following  the  fourth  The  good  news:  With  workers  and  plant  idle,  inflation  will 
quarter,  GNP  growth  will  flatten  and  decline  into  1984.    stay  below  the  double-digit  level  into  the  mid-1980s. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Caveat  emptor.  Certain  bonds  may  be  dan- 
gerous to  your  financial  health  but  they 
are  not  necessarily  so  marked. 

DO  YOU  READ 
LABELS? 


3y  Ben  Weberman 


Read  carefully 
what  it  says  on  the 
label.  That's  as  good 
advice  about  bonds 
as  about  canned 
goods  or  patent 
medicines.  Take 
some  of  the  current 
high-coupon  bonds. 
Can  they  be  called 
in  at  par  a  few 
months  after  you  pay  a  premium  to 
get  the  apparently  high  interest  rate? 
You  won't  know  unless  you  read  the 
labels;  sometimes  not  even  then. 

For  example,  municipal  bond  deal- 
ers came  up  with  the  idea  in  1978  that 
with  the  consent  of  a  community,  and 
use  of  its  name,  bonds  could  be  sold 
carrying  low-cost  tax-free  interest. 
Proceeds  would  be  turned  over  to  tra- 
ditional mortgage  lenders,  who  would 
then  make  loans  to  home  buyers  at 
rates — subsidized,  in  effect,  by  the 
taxpayer — below  the  going  level  for 
conventional  mortgages. 

The  concept  became  popular.  There 
were  interest-cost  savings  to  home- 
owners, fat  fees  for  investment  bank- 
ers and  huge  servicing  fees  for  the 
mortgage- lending  institutions.  The 
volume  soon  outstripped  sales  of  tax- 
exempts  issued  by  governments  to 
run  their  own  operations. 

Responding  to  publicity  about 
abuses,  Representative  Al  Ullman 
(D-Ore.),  chairman  of  the  House 
Ways  &  Means  Committee,  pushed  a 
bill  through  the  House  that  would  do 
away  with  the  tax  exemption  on  in- 
terest for  new  issues  of  certain  types 
of  mortgage  subsidy  bonds.  Senator 
Russell  B.  Long  (D-La.),  chairman  of 
the  Senate  Finance  Committee,  has 
fought  this  proposal  to  a  standstill. 
Taking  no  chances,  however,  many 
sponsors  have  tailored  issues  to  con- 
form to  the  Ullman  bill.  Their  pro- 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


ceeds  are  required  to  be  committed  by 
Jan.  1,  1981  and  taken  down  by  July  1. 
Any  money  left  over  would  have  to  be 
used  to  redeem  bonds  at  100. 

A  group  of  recent  offerings  made  in 
this  way  could  well  run  into  trouble. 
Many  of  these  issues  carry  coupons 
far  in  excess  of  10V2%,  and  they  have 
a  mortgage  lending  requirement  (in 
order  to  break  even)  of  up  to  13%. 
Those  12%-to-13%  rates  looked 
darned  good  to  borrowers  in  March 
when  rates  were  14%  or  more. 

Today  when  mortgage  rates  are 
12%  or  so  and,  in  my  judgment, 
heading  down  to  10%,  the  proceeds 
of  many  of  the  issues  will  not  be 
invested  in  time.  Which  ones?  Infor- 
mation is  very  difficult  to  get — as  it 
is  for  most  municipal  bonds. 

Calls  must  be  made  to  underwrit- 
ers, local  government  authorities, 
bank  trustees.  You  can  spend  a  year's 
interest  in  phone  calls  trying  to  find 
the  proper  party. 

A  list  of  issues  that  could  be  re- 
quired to  turn  back  some  money  in- 
cludes: Sedgwick  County,  Kans., 
bonds  with  long-term  issues  carrying 
a  coupon  of  1 1  lA  s;  Shawnee  County, 
Kans.,  HVis;  Grady  County,  Okla., 
ll'As;  Berkeley  County,  W.Va., 
11  'As;  Albuquerque,  N.M.,  103/4S; 
Downers  Grove,  111.,  HVis;  and  Dade 
County,  Fla.,  lOVss. 

At  today's  market  levels  with  long- 
term  housing  revenue  bond  rates  at 
8'/2%,  these  11%-or-so  bonds  sell  at  a 
premium  price.  The  Shawnee  Coun- 
ty, Kans.  11!/4S  of  2011  are  being 
offered  at  111%  as  of  this  writing. 

The  institutional  investors  are 
aware  of  the  redemption  possibilities 
and  are  starting  to  sell  off  these  hold- 
ings. These  bonds,  being  offered  by 
big  holders  at  a  discount  of  several 
points  from  going  prices,  could  be 
purchased  by  some  of  the  less  scrupu- 
lous dealers  who  will  then  resell  them 
at  marked-up  prices  to  individuals  or 
less-knowledgeable  institutional  in- 
vestors. So,  watch  out! 

The  warning  to  avoid  premium- 


price  securities  applies  also  to  the 
U.S. -government-guaranteed,  GNMA 
mortgage-backed  pools. 

The  GNMA  investor  is  fully  pro- 
tected against  credit  default  but  any- 
one who  buys  a  high-coupon,  premi- 
um-price pool  should  expect  to  have  a 
much  faster  than  normal  paydown  of 
principal.  The  average  life  of  high- 
coupon  GNMAs  will  be  much  shorter 
than  the  assumed  12  years. 

A  particular  problem  is  a  group  of 
about  $245  million  of  FHA-insured 
loans  made  by  approved  lenders  to 
builders  who  were  stuck  with  large 
inventories  of  unsold  homes.  On  Apr. 
18,  Lawrence  B.  Simons,  assistant 
secretary  for  housing  in  the  Depart- 
ment of  Housing  &  Urban  Develop- 
ment, waived  many  requirements 
and  permitted  HUD  field  offices  to 
give  commitments  to  builders  to  cre- 
ate mortgages  that  would  be  guaran- 
teed by  the  government  under  the 
GNMA  program.  An  interest  ceiling 
of  14%  was  set  on  these  builder  loans 
on  May  14,  well  above  the  then  pre- 
vailing 1 1  Vi  %  of  owner-occupied 
residential  mortgage  loans. 

These  builder  loans,  essentially 
short-term  financing,  have  been 
showing  up  in  the  12'/2%  GNMA 
pools.  The  high  interest  rates  have 
set  very  high  prices  on  bonds  secured 
by  the  mortgage  pools  involved. 
Since  the  builder  loans  are  short  term 
by  nature  and  would  be  paid  back 
quickly  under  any  circumstances  be- 
cause of  high  cost,  the  investor  who 
pays  a  big  premium  will  soon  get 
back  $1  for  each  $1.05  or  $1.10  he 
paid  for  the  pool. 

There  is  no  present  method  of 
identifying  which  pools  contain 
builder  loans.  Even  dealers  can't  find 
out.  PSA  Self-Regulation,  Inc.,  the 
dealers'  trade  organization,  has 
hauled  Moon  Landrieu,  Secretary  of 
HUD,  into  court  to  try  to  force  dis- 
closure. At  this  writing  the  effort  is 
fruitless.  The  only  means  of  possible 
identification  is  the  knowledge  that 
GNMA  mortgage  pools  originated  in 
June,  July  or  August  may  contain 
builders'  loans.  They  may  be  danger- 
ous to  your  financial  health  but  they 
aren't  so  marked. 

GNMA  pools  with  credit  guaran- 
teed by  the  federal  government  are 
good  investments,  yielding  1 1  %  or  so 
on  pools,  while  Treasuries  due  in  10- 
to-15  years  return  10.15%.  The  cave- 
at is  against  the  high-coupon,  premi- 
um-price pools.  The  12'/2%  pools  sell- 
ing at  102  to  yield  12%  are  superfi- 
cially attractive.  That  is  because  the 
smart  money  will  not  touch  them.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 

K  mart  Corporation 


m%  Notes  Due  1985 


Interest  payable  July  15  and  January  15 


Price  99.30%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORATION      GOLDMAN,  SACHS  &  CO.      LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP  SALOMON  BROTHERS 

Merrill  Lynch,  I'ierce.  Fenner  <£  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS       BEAR,  STEARNS  &  CO.       BLYTH  EASTMAN  PAINE  WEBBER 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.      DONALDSON,  LUFKIN  &  JENRETTE      DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN  SHE  ARSON  LOEB  RHOADES  INC. 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WARBURG  PARIBAS  BECKER 

Incorporated  Incorporated 

WERTHEIM  &  CO.,  INC.  DEAN  WITTER  REYNOLDS  INC. 

July  2Jf,  1980 


Stock  Comment 


Regular 

Quarterly 

Dividend 


»V2C  per 
Common  Share 

Payable:  September  15, 1980 

Record:  August  15,  1980 

Declared:  July  23,  1980 

♦  The  dividend  rate  reflects 
a  one-for-one  stock  dis- 
tribution effected  May  30, 
1980. 

Consecutive  dividend 
payments  since  1939. 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  j  Smith,  Secretary 
P.O.  Box  1642 
Houston.  Texas  77001 


"Kids  in  their 
early  teens  who 
don't  regard  their 
parents  as  an 
embarrassment 
or  at  best 
a  nuisance, 
don't  have 
proper  parents. 

-from  The  Sayings  oj 
Chairman  Malcolm 


For  the 
complete 
volume 
of  530 
perceptive" 
thoughts  by 
Editor-in-Chief  of 
Forbes  Magazine,  published  by 
Harper  &  Row,  send  $7.95  in 
check  or  money  order,  plus  $1.00 
for  postage  and  handling  to 
Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  NY  10011.  Please  add 
applicable  sales  tax. 


The  stock  market  does  not  reflect  what  has 
happened  or  even  what  is  happening,  but 
what  is  expected  to  happen. 

IT'S  FOR  REAL 


By  Heinz  H.  Biel 


The  DJI  is  weighed 
down  by  too  many 
cyclical  stocks,  as 
well  as  by  AT&T 
and  other  big  old- 
timers.  That  is  why 
it  is  still  struggling 
to  get  anywhere 
near  the  1000  mark, 
which  it  first 
crossed  way  back  in 
1972.  Our  economy  is  too  large,  too 
diversified  to  be  adequately  represent- 
ed by  just  30  aging  corporations.  The 
broadly  based  and  far  more  repre- 
sentative stock  averages,  like  the 
S&P's  500  or  the  NYSE  composite 
index,  reflect  much  more  accurately 
what  is  really  happening  in  Wall 
Street.  These  indices  reached  new  all- 
time  highs  last  month;  not  just  a  recov- 
ery high  as  did  the  DJI.  The  extent  of 
the  advance  from  the  lows  of  last 
March  goes  well  beyond  the  scope  of  a 
summer  rally.  It  has  the  earmarks  of  a 
new  bull  market. 

Coming  in  the  face  of  dismal  busi- 
ness and  other  news,  such  euphoria 
may  seem  a  little  perverse,  but  the 
stock  market  does  not  reflect  what 
has  happened  in  the  past  or  even  what 
is  happening  now,  but  what  is  expect- 
ed to  happen  in  the  future.  This,  I 
believe,  includes  the  growing  convic- 
tion that  the  present  recession,  while 
quite  severe,  will  be  brief  and  end 
before  the  year  is  out. 

This  is  not  as  unreal  as  it  may 
seem  right  now.  The  basic  founda- 
tion for  an  upturn  has  been  laid  in 
recent  months  and  there  are  various 
new  straws  in  the  wind.  Corpora- 
tions are  replacing  their  short-term 
debt  with  long-term  bonds,  but  con- 
sumers too  are  making  an  effort  to 
put  their  financial  houses  in  order. 
They  are  paying  off  loans  with  a 
vengeance.   While   this   is  hurting 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
Jinn  of  J  annex  Montgomery  Scott. 


business,  and  probably  is  a  contribut- 
ing factor  in  deepening  the  reces- 
sion, come  this  fall  the  American 
people  should  be  in  much  better 
shape  to  buy  homes,  cars,  appliances 
and  all  the  other  things  that  usually 
are  being  bought  only  with  the  help 
of  credit.  As  businesses  are  paying 
off  their  burdensome  bank  loans, 
adequate  consumer  credit  and  mort- 
gage money  should  be  available,  even 
without  any  infusion  of  funds  by  the 
Federal  Reserve. 

There  are  also  faint  but  hopeful 
signs  of  a  recovery  in  housing  starts 
and  retail  sales,  and  the  auto  business 
should  get  better  as  soon  as  Ford  has  a 
car  to  sell  that  people  want. 

Whether  politics  is  a  market  factor 
is  debatable.  The  prospect,  or  at  least 
the  possibility,  of  a  Republican  victo- 
ry in  November  is  undoubtedly  pleas- 
ing most  members  of  the  financial 
community,  but  they  are  also  realists 
who  know  that  even  Mr.  Reagan  can 
not  pull  rabbits  out  of  his  hat.  Con- 
vention hoopla  and  campaign  prom- 
ises have  a  way  of  being  quickly  for- 
gotten. After  all,  does  anybody  still 
remember  all  the  nice  things  that  Jim- 
my Carter  wanted  to  do  for  us? 

In  spite  of  the  substantial  advances 
of  the  past  several  months,  the  great 
majority  of  stocks  are  still  selling  at 
prices  where  the  risk/reward  ratio  fa- 
vors the  investor.  There  are,  however, 
a  few  segments  of  the  market  where  I 
begin  to  wonder  whether  a  new  inves- 
tor can  get  a  fair  shake  for  his  money. 
They  remind  me  of  the  one-decision 
stocks,  the  nifty-fifty  of  the  early  Sev- 
enties, which  institutional  and  other 
investors  kept  on  buying  and  buying 
without  the  slightest  regard  to  the 
ever-higher  level  of  their  earnings 
multiples.  Eventually  these  stocks 
were  discounting  not  just  a  predict- 
ably favorable  future,  but  the  hereafter 
too.  This  craze  ended  abruptly  in 
1973-74,  and  few,  if  any,  of  these  one- 
decision  stocks  have  ever  completely 
recovered,  despite  continuing  earn- 
ings and  dividend  growth. 
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Oilfield  service  companies,  espe 
cially  Scblnnibcrt>er,  seem  to  be  attain- 
ing such  exalted  status  now.  Oh,  what 
a  magnificent  record  and  what  a 
splendid  and  clearly  visible  future! 
You  just  can't  go  wrong  with  a  stock 
like  Schluniberger.  Or  can  you-  The 
price  of  the  stock  has  multiplcd  tw<  n 
tyfold  in  the  past  decade;  tripled  just 
since  1977.  Its  equity  now  has  a  m.n 
ket  value  of  some  $16  billion.  How 
much  longer  can  this  go  on  ' 

This  comment  does  not  imply  a.vr/7 
recommendation.  It  is  only  intended 
to  remind  investors  that  even  t  In- 
most beautiful  and  strongest  trees 
don't  grow  into  the  sky.  And  if  you 
don't  believe  it,  just  look  up  the  record 
and  see  what  happened  to  the  stars  ot 
1972-73,  to  Xerox  and  Polaroid,  to  Du 
Pont  and  Honeywell,  not  to  mention 
Avon  or  Sears. 

Another  group  now  being  inundat- 
ed with  lavish  and  affectionate  at  ten 
tion  by  institutions  and  individuals 
alike  are  the  hospital-management 
companies.  Anyone  who  has  evei 
been  exposed  to  the  ordeal  of  being 
hospitalized  agrees  that  there  must  be 
a  better  and  mote  economical  wav  to 
run  such  institutions.  The  apparent 
waste  of  personnel,  time  and  equip 
ment  seems  incredible.  Well,  the  prof 
it-oriented  hospital-management 
companies  are  taking  advantage — 
some  say  unfair  advantage,  "they  just 
skim  off  the  cream" — of  the  short- 
comings of  the  municipal,  voluntary 
and  other  hospitals.  The  field  seems 
wide  open.  The  surface  has  barely 
been  scratched. 

Some  time  ago  (Forbes,  Mar.  19, 
1979)  I  suggested,  with  a  little  trepida 
tion  I  admit,  Hospital  Corp  ofAmerU  a 
(44).  It  was  then  selling  at  19'/4  (ad- 
justed) with  a  projected  P/E  ratio  of  10, 
which  seemed  reasonable  and  attrac- 
tive at  the  time.  Progress  since  then 
has  been  even  better  than  could  have 
been  expected.  But  now  the  stock 
sells  at  17  times  this  year's  estimated 
earnings.  The  common  stock,  nearly 
50%  owned  by  institutions,  has  a  cur- 
rent market  value  of  $1.3  billion, 
which  seems  rather  rich.  I  would  con 
tinue  to  hold  the  stock,  but  I  would  no 
longer  buy  it.  The  risk/reward  ratio  is 
beginning  to  turn  unfavorable. 

This  is  the  crucial  point  to  keep  m 
mind.  People  tend  to  get  greedy  and 
careless  in  bull  markets,  when  the 
"random  walk"  and  the  tip  seem  to 
produce  the  same  results  as  any  re 
search.  But  it  is  the  odds  that  matter, 
the  risk/reward  ratio,  and  it  you  don't 
care  about  the  odds  you  might  as  well 
go  to  Vegas  or  Atlantic  City.  ■ 


Great  news!  These  high  yielding  Fidelity  money  market 
funds  are  accepting  now  accounts. 


TWO 

WAYS 


FDIT  for  $10,000 
or  more. 

1.  High  daily  income. 

2.  No  minimum  invest 
ment  period. 

3.  No  early  withdrawal 
penally. 

1 .  Kree  chock  redenip 

tion  of  $500  oi 
more. 

I).  $!">(« )oi  more  additional  investment 
6.  Kree  reinvestment  of  income. 
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FIDELITY"  "FIDELITY" 


Fidelity  Cash  Reserves, 
for  as  little  as  $1,000. 

igh  c  m i (-ill  in< mey 
I    maj  ket  yields. 
[2,  No  minimum  invest 
\   ment  pei  iod. 
13.  No  interest  penalties 
ioi  eai  Ij  withdrawal. 

1 .  Immediate  liquidity 

ough  convenient  check  redemption. 

5.  $250  oi  more  additional  investment, 

6.  Free  reinvestment  ot  income. 

5?l 


DA9LY  INCOME  TRUST 
ACCOUNTS  OF  $10,000  OR  MORE. 


I'O  HoxH.12.  Dept.  IH  IIXIXWK' 

H2  Devonshire  St.,  Botton,  Mas*  02103 

For  more  complete  information, 
including'  management  lees  anil 
expenses,  please  lenle  oi  <  all  lot  a 
prospectus,  h'eail  it  carefully  before 
you  invest  or  send  money. 


Nunc 


CASH  RESERVES 

ACCOUNTS  OF  $1,000  OR  MORE. 


r  i)  Box  832,  Depl  IB  oxixxw 

Ml'  Ht-vimilllir  Sl  ,  Muslim  M.i v   ".'In  I 


CALL  FREE 

(800) 
225-6190 


Fot  more  i  otnplete  information, 
mi  hiding  management  fees  ami 
expenses,  pier.,  write  ot  <  all  t<>>  a 
prospet  tus,  Read  it  carefully  before 
you  invest  <»  send  money, 


In  Mass.  Cull  Colle*  I 
(6171  523-1919 


City 


Slato  Zip 
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The  Lafferites,  who  are  prominent  in  Rea- 
gan s  camp  and  in  his  counsels,  preach 
that  we  can  have  our  cake  and  eat  it  too. 

REAGAN:  A  HEATH 
OR  A  THATCHER? 


By  Ashby  Bladen 


The  way  the  presi- 
dential campaign  is 
developing,  I  see  no 
reason  for  optimism 
among  those  hoping 
for  a  return  to  finan- 
cially responsible 
policies.  By  espous- 
ing tax  cuts  and  Laf- 
ferite  economics, 
Reagan  is  in  effect 
joining  Ins  Opponents  in  promising 
the  American  people  that  they  will 
not  have  to  make  difficult  choices. 
The  Lafterites,  who  are  prominent  in 
Reagan's  camp,  and  in  his  counsels, 
preach  thai  we  can  have  our  cake  and 
eat  it  at  the  same  time.  By  cutting 
taxes,  they  would  so  stimulate  busi- 
ness ami  so  enhance  incentives  that 
the  economy  would  expand  rapidly.  It 
would  expand  so  rapidly  that  tax  rev- 
enues would  rise  to  tin-  point  when' 
any  federal  deficit  would  he  quickly 
eliminated. 

The  theory  is  named  after  Arthur  B. 
Laffer,  an  economist  at  the  Universi- 
ty ol  Southern  California.  It's  a  nice, 
(  omforting  theory  hut  there  is  no  evi- 
dence loi  it  except  some  historical 
analogies  that  will  strike  the  skeptic 
as  far  fetched  II  these  theories  prove 
wrong,  as  they  may  well  do,  they  will 
unleash  an  inflationary  explosion. 

Our  real  long  term  problem  is  a 
dearth  ol  savings  One  ol  the  mam 
reasons  for  the  steadily  less  satisfac- 
tory performance  oi  the  American 
economy  is  that  our  political  system 
regularly  favors  borrowers  and  spend- 
ers over  producers,  savers  and  inves- 
tors. It  does  this  even  though  it  is 
obviously  the  savers,  those  who  pro- 
duce more  than  they  consume,  who 
provide  the  capital  facilities — the 
tools,   machines,  factories  .mil  the 


Ashhy  Hidden  is  senior  rice  president  intest 
incuts  for  tlx-  Guardian  life  Insurance  Co.  of 
America,  and  author  of  How  to  Cope  \\  ith  the 
I  Vvrli  iping  Financial  Crisis. 


like — that  make  human  efforts  more 
efficient  and  productive. 

This  pro-consumer  bias  has  been 
around  for  a  long  time,  and  in  some 
areas  it  has  already  caused  enormous 
damage.  For  example,  for  more  than  a 
century  we  have  thought  it  more  de- 
sirable that  passengers  and  shippers 
should  enjoy  low  fares  than  that  the 
investors  who  provided  the  capital  to 
build  the  railroads  should  reap  a  satis- 
factory return  on  their  savings.  And 
so  today,  when  viable  railroads  would 
be  very  useful,  we  find  that  the  inves- 
tors in  our  eastern  lines  have  given  up 
long  ago  and  left  them  in  a  disastrous 
state  of  disrepair.  Now  it  is  up  to  the 
politicians  to  find  many  billions  of 
dollars  of  savings  to  put  them  hack 
into  satisfactory  shape.  This  is  a  func- 
tion that  politicians,  for  whom  the 
long  run  extends  through  the  next 
election,  are  singularly  ill-equipped  to 
carry  out 

Fortunately,  our  western  railroads 
are  generally  in  much  better  shape.  In 
many  cases  their  construction  was 
politically  subsidized  by  land  grants 
that  have  turned  out  to  be  spectacular- 
ly valuable;  and  their  average  hauls  are 
much  longer  and  more  economic. 
With  any  luck,  we  may  someday  he 
able  to  get  the  politicians  out  of  the 
railroad  business  by  turning  the  bur- 
den of  the  bankrupt  lines  over  to 
western  managements  who  do  know 
how  to  run  a  railroad,  in  exchange  for 
access  to  the  East  Coast 

Another,  somewhat  less  long-stand- 
ing but  equally  destructive  example  of 
the  populist  bias  against  savings  and 
investment  is  rent  control,  which  is 
causing  the  destruction  of  about 
30,000  apartments  a  year  in  New 
York  City  alone.  Until  1975  New 
York  City  simply  bulldozed  the  build- 
ings when  they  became  vandalized, 
and  replaced  them  with  subsidized 
Mitchell-Lama  projects;  but  by  now 
lenders  have  come  to  suspect  that  the 
ultimate  losses  on  Mitchell-Lama 
housing  will  be  comparable  with 
those  already  caused  by  rent  controls. 


The  losses  are  legally  chargeable  to 
the  taxpayers  of  New  York  State,  not 
the  lenders;  but  a  prudent  lender  will 
reflect  that  there  is  really  nothing  to 
prevent  the  taxpayers  from  voting 
with  their  feet  if  their  tax  burden  he 
comes  markedly  higher  than  it  is  else- 
where. Once  the  credibility  of  prom- 
ises to  repay  borrowed  savings  is  de- 
stroyed, the  ability  to  finance  viable 
transportation,  decent  housing  or 
anything  else,  also  vanishes. 

After  the  financial  crises  that  hit 
New  York  City  and  State  and  the 
Commonwealth  of  Massachusetts 
during  1974  and  1975  everybody  is,  or 
should  be,  aware  that  state  and  local 
governments  do  not  command  unlim- 
ited credit;  but  many  people  still  be- 
lieve that  the  government  of  the  na- 
tional state  can  solve  all  economic  and 
financial  problems  simply  by  using  its 
own  borrowing  power.  Unfortunately, 
it  is  not  so.  Borrowing  and  spending 
create  demand,  but  they  do  not  neces- 
sarily create  supply.  It  is  precisely  be- 
cause we  have  become  so  much  better 
at  creating  demand  than  we  are  at 
producing  a  corresponding  supply  of 
rea  I  goods  and  services  that  we  are  now 
stuck  m  an  endemic  inflation. 

There  is  a  hard  nugget  of  truth  em- 
bodied in  the  old  English  adage  that  if 
wishes  were  horses  then  beggars 
would  ride.  Modern  political  democra- 
cies start  with  the  assertion  that  ev- 
erybody ought  to  ride,  so  if  anybody 
lacks  a  horse  the  government  ought  to 
give  him  a  loan  to  buy  one.  Well, 
unfortunately,  there  are  only  so  many 
horses  in  the  kingdom  and  they  will 
only  multiply  so  fast,  so  if  the  supply 
of  credit  available  to  buy  them  grows 
faster,  the  price  of  horses  is  bound  to 
go  up.  Neither  Lafterites  nor  Keynes- 
ians  can  change  this  hard  fact  of  life. 
The  last  conservative  Prime  Minister 
in  Britain,.  Mr.  Heath,  assumed  that 
he  had  to  go  for  growth  at  any  finan- 
cial cost — a  rough  equivalent  of  Laf- 
ferism — and  so  his  government  fell 
into  a  morass  of  inflation  and  labor 
troubles.  So  tar  the  current  Prime  Min- 
ister, Mrs.  Thatcher,  has  sternly  re- 
fused to  make  available  all  the  credit 
that  the  market  desires.  This  is  com- 
mendable, but  unfortunately  in  coun- 
tries where  financial  systems  have  be- 
come as  overextended  and  fragile  as 
those  of  the  U.K.  and  the  U.S.  now  are, 
severe  credit  rationing  involves  a  sub- 
stantial risk  of  a  deflationary  liquidity 
crisis.  It's  a  chance  worth  taking  be- 
cause the  alternatives  won't  work 

At  this  point  Covcrnor  Reagan 
looks  more  like  Mr.  Heath  than  Mrs. 
Thatcher.  A  pity.  ■ 
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Recession  or  no  recession, 
Keene  has  just  rolled  up 
its  best  quarter  ever! 


Keene  keeps  right  on  setting 
new  records  -  second  quarter  sales, 
net  income  and  earnings  per  share 
all  were  the  highest  for  any  quarter  in 
the  company's  history.  Moreover,  it's 
the  nineteenth  time  in  a  row  Keene's 
quarterly  earnings  topped  the  earn- 
ings of  the  same  quarter  of  the  pre- 
vious year.  Result:  first  half  figures 
make  pleasant  reading.  Record  sales 
up  to  $  105.8  million,  a  gain  of  8% 
over  the  similar  1979  period.  Net  in- 
come rose  1 2%  to  a  new  high  of 
$6. 1  million.  That  works  out  to  $2. 1 6 
per  share,  up  26%. 

How  Keene  keeps  looking 
good  during  recessions. 

We  stress  productivity  and 
cost  reduction.  And  the  "mix"  of  our 
core  product  lines  -  bearings,  Light- 
ing, Jajrunates  and  filtration  -  offers 
protection  against  cyclical  down- 
turns. We're  also  aggressive  about 
increasing  our  market  shares  and 
opening  up  new  markets,  and  that's 
proved  helpful  in  times  like  these. 
For  example,  while  our  traditional 
auto  sales  are  down,  the  slack  has 
been  taken  up  by  our  stronger  posi- 
tion in  the  aerospace,  military,  and 
machine  tool  markets.  And  we've 
opened  two  new  bearings  plants  to 
handle  the  growth  ahead.  For  some 
interesting  reading  on  how  Keene 
capitalizes  on  bad  times,  send  for  the 
latest  stockholders  reports. 

KEENE 

CORPORATION 
200  Park  Avenue,  New  York,  N.Y.  1001  7 
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Everyone  has  an  excuse 
for  not  seeing  their  doctor 
about  colorectal  cancer.  How- 
ever, every  year  52,000  men 
and  women  die  of  colorectal 
cancer  in  this  country  alone. 
Two  out  of  three  of  these 
people  might  be  saved  by  early 
detection  and  treatment.  Two 
out  of  three. 

So  what  is  your  excuse? 
Today  you  have  a  new,  simple, 
practical  way  of  providing  your 
doctor  with  a  stool  specimen  on 
which  he  can  perform  the  guaiac 
test.  This  can  detect  signs  of 
colorectal  cancer  in  its  early 
stages  before  symptoms  appear. 


American 
Cancer  Society 

THIS  SPACE  CONTRIBUTED  AS  A  PUBLIC  SERVICE. 

QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a  quarterly 
dividend  of  50<t  per  share  on  the  outstanding 
Common  Stock,  payable  on  September  2.1980 
to  stockholders  of  record  on  August  1 1,  1980 
The  transfer  books  will  not  close 

July  24.1980 

RAMSEY  E  JOSLIN. 
Vice  President-Financial 


DIVISIONS  US  INDUSTRIAL  CHEMICALS  CO 
EMERY  INDUSTRIES.  INC 
NATIONAL  DISTILLERS  PRODUCTS  CO 
ALMADEN  VINEYARDS  INC 
BRIDGEPORT  BRASS  COMPANY 
BEACON  MANUFACTURING  COMPANY 
1  INDIANA  GROUP.  INC 


Psychology  &  Investing 


When  investors  behave  like  speculators, 
you  can't  have  a  healthy  bull  market. 


BE  CAREFUL! 


By  Srully  Blotnick 


I  don't  go  along 
with  the  consensus 
that  we're  in  a  real 
bull  market,  that 
stocks  are  finally 
breaking  out  of  the 
pattern  they  have 
traced  for  the  past 
three  years.  Why  am 
I  skeptical?  The  an- 
swer is  in  the  psy- 
chology of  the  investors  I  survey. 

We'll  call  him  Bill.  He's  a  substan- 
tial market  player  in  my  sample,  51, 
and  a  vice  president  in  real  life  of  one 
of  the  nation's  largest  retail  chains. 
He's  what  I  call  a  high  roller  in  the 
stock  market.  Strictly  a  speculator, 
he's  in  it  for  the  thrills  and  for  the  fast 
moves.  What's  Bill  doing  these  days? 
Nothing — or  very  little.  "I've  looked 
at  the  computer  stocks,"  he  says,  "but 
the  whole  market  looks  shaky  to  me." 

I  asked  Bill  what  it  would  take  to 
get  him  to  jump  in.  He  said:  "I'm 
waiting  for  the  market  to  show  me 
that  it  wants  to  go  in  one  direction  or 
the  other.  But  it  won't  commit  itself. 
It  rallies,  then  retreats.  There's  no 
real  momentum.  Even  this  is  a  half- 
hearted rally." 

Now,  let's  talk  with  Sam,  who's 
about  the  same  age  as  Bill — 54 — and 
equally  well  placed  as  a  chemical  com- 
pany executive.  Their  financial  and 
demographic  profiles  are  fairly  similar 
but  the  two  men  differ  markedly 
when  they  play  the  stock  market. 
Bill's  a  high  roller.  Sam's  strictly  an 
investor.  If  Bill  the  speculator  is 
only  playing  halfheartedly  these 
days,  what  is  Sam  the  investor  do- 
ing? He's  halfhearted,  too.  "I've 
been  doing  a  little  nibbling,"  he 
says,  "but  everyone  is  sitting  on  the 
fence  and  I  am  too.  I  don't  want  to 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


be  the  first  one  to  make  a  move." 

That's  interesting.  And  significant. 
The  prototypical  speculator  in  my  sur- 
vey and  the  prototypical  investor  are 
both  behaving  exactly  the  same. 

For  three  years,  both  the  investors 
and  the  speculators  in  this  group  said 
that  they  were  just  waiting  for  the 
recession.  Then  they  would  make 
their  moves.  The  recession  would 
clear  the  air.  It  would  slow  inflation 
and  set  the  stage  for  a  recovery.  Well, 
the  recession  is  here.  But  neither  my 
speculators  nor  my  investors  are  in 
there  buying  heavily. 

One  of  the  most  significant  types  of 
damage  done  by  a  protracted  bout  of 
inflation  is  to  the  normal  financial 
behavior  of  different  types  of  market 
players.  It  makes  investors  and  specu- 
lators act  alike.  You  can  hardly  tell  the 
one  from  the  other  even  though  in 
past  periods  they  behaved  very  differ- 
ently. Each  tries  to  keep  pace  not  so 
much  with  inflation  (though  that's 
what  they  claim)  as  with  one  another 
(something  they  feel  embarrassed  to 
say).  Normal  market  movements  be- 
come stunted  and  jerky,  as  a  result. 
That  has  been  the  case  to  a  much 
larger  extent  these  last  three  years 
than  nearly  everyone  I've  talked  to 
realizes. 

Look  at  a.  chart  of  the  Dow  Jones 
industrials  since  the  end  of  1976. 
What  does  it  show?  Peaks  and  valleys, 
peaks  and  valleys.  Down  200  points. 
Up  180.  Down  140.  Up  100.  Down 
1 10.  Up  130.  Down  190.  And  now  up 
200  points.  But  overall,  no  net 
progress.  These  charts  reflect  the  un- 
derlying mood  of  investors:  playing 
for  swings,  not  in  it  for  the  long  pull. 

And  unless  something  happens  that 
causes  the  two  types — the  Bills  and 
the  Sams — to  stop  acting  in  unison, 
the  market  is  likely  to  stay  in  a  trad- 
ing range.  There's  a  good  reason  for 
this.  You  need  both  the  Bills  and  the 
Sams  for  a  smoothly  functioning 
stock  market. 

The  best  way  to  think  about  it  is 
this:  Visualize  a  car  with  a  six-cylin- 
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der  engine.  Label  five  of  the  six  cylin- 
ders "investors."  Label  one  of  them 
"speculator."  If  all  six  cylinders  fire  at 
once — instead  of  in  smooth  succes- 
sion— the  car  will  jerk  forward  and 
stop,  until  the  next  neck-snapping  fir- 
ing. That's  a  picture  of  what's  happen- 
ing now. 

Under  more  normal  circumstances 
only  one-sixth  of  the  investors  in  my 
sample  would  be  appropriately  labeled 
speculators.  For  the  moment,  they  all 
might  as  well  be.  To  make  the  analogy 
with  the  car  more  accurate,  imagine 
that  it  is  on  an  upwardly  sloping  hill. 
When  it  stops  firing,  it  therefore  rolls 
backward  to  where  it  started.  No  regu- 
lar progress  forward.  Just  a  frustrating 
back-and-forth  motion. 

In  sustained  rallies  during  past  peri- 
ods it  was  usually  investors  who  began 
buying  a  stock  at  $10,  say,  because  it 
had  been  beaten  down  by  the  prior 
decline  to  the  point  at  which  they 
thought  it  represented  a  good  value. 
By  the  time  it  was  at  $15,  though,  the 
speculators  were  getting  interested.  It 
had  finally  shown  enough  life  to  in- 
trigue them.  At  $15  they  thus  bought 
some,  giving  the  move  new  life. 

However,  there  are  fast-moving  in- 
vestors and  slower-moving  ones — in 
fact,  a  whole  spectrum  of  them.  With 
the  stock  at  $17,  new  investors  ar- 
rived on  the  scene.  They  were  the 
more  deliberate  sort,  and  they  bought 
stock  from  the  speculators,  who  were 
only  too  happy  to  make  a  2-  or  3-point 
profit  from  the  move  and  call  it  quits. 

At  22  or  23,  though,  with  the  slower 
investors  running  out  of  steam  and 
money,  the  speculators  were  back.  By 
then,  they  were  kicking  themselves 
roundly  for  having  sold  out  too  soon. 
Convinced  that  the  stock  was  going 
much  higher,  they  bought  it  back 
again,  and  rode  it  to  25  or  26.  With  a 
gain  of  3  points  staring  them  in  the 
face,  they  were  more  than  pleased, 
and  threw  the  towel  in  once  again.  At 
that  point,  the  slowest  reacting  of  the 
investors  arrived  on  the  scene  (that  is, 
the  institutions)  and  relieved  the 
speculators  of  their  holdings. 

That  is  a  normal  time  sequence  of 
market  transactions  by  different 
types  of  players. 

This  sequence  is  not  functioning 
currently.  Therefore,  if  the  past  con- 
duct of  the  people  in  my  sample  is  any 
guide,  we  will  not  be  able  to  have  a 
real  bull  market  until  another  sharp 
break  comes  and  separates  the  inves- 
tors from  the  speculators.  The  frenzy 
is  gone  now,  and  the  decline  should 
serve  to  divide  them.  In  the  mean- 
time: Be  careful.  ■ 
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HOW  NOT  TO  GO  BROKE 
ON  A  SIX-FIGURE  INCOME. 


The  problem  is  that 
earning  six  figures 
devours  your  time  and 
energy.  You  are  too 
drained  to  take  stock, 
set  goals,  make  plans. 
You  feel  out  of  control. 

The  answer  is 
professional  help — your 
own  PBD  Banker  at 
the  Private  Banking 
>i vision,  the  bank- 


within-a-bank  at 
Citibank.  Through 
your  PBD  Banker,  you 
have  immediate  access 
to  all  the  resources  of 
Citibank,  to  its 
specialists,  its 
technology,  its 
information. 

If  you  have  a  net 
worth  of  $1,000,000  or 
more,  write  to 
Margaret  Scott,  V  R , 
Private  Banking 
Division, 
Box  2450,  One 
Citicorp  Center, 
Lexington  Avenue  at 
53rd  Street,  New  York, 


m    N.Y.  10043. 
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ORDER  NOW 
SAVE  20% 


Return  the  coupon  and  receive 
your  own  personal  copy  of  Stan- 
dard &  Poor's  268-page  Stock 
Guide,  delivered  to  your  home  or 
office  each  month  for  a  full  year 
at  a  remarkable  $10.40  saving 
from  the  regular  $52  price.  With 
its  268  fact-filled  pages  and  44 
columns  of  information  on  over 
5,000  stocks  and  mutual  funds, 
each  monthly  issue  literally  puts 
the  stock  market  at  your  finger- 
tips. It's  probably  the  most  widely 
used,  most  useful  and  most  often 
referred  to  investor's  aid  in  the 
world.  Please  act  now,  this  20% 
discount  offer  may  not  be  repeated. 

mJ*  linn 

Standard  &  Poor's  Corporation 
25  Broadway,  New  York,  N.Y.  10004 
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Standard  &  Poor's  Corporation 
25  Broadway,  New  York,  N.Y.  10004 

Please  enter  my  subscription  to  Security 
Owner's  STOCK  GUIDE  at  once.  Bill  me  later 
for  the  tax  deductible  cost  of  only  $41.60  for 
12  monthly  issues.  (A  $10.40  saving  from  the 
regular  price.)  New  subscribers  only. 
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.  State  . 
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No  assignment  ol  this  agreement  without  subscribe 
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WHY YOU 
SHOULD 
MAKE  A 
CORPORATE 
CONTRIBU- 
TION TO 
THE  AD 
COUNCIL 


The  Advertising  Council  is  the  biggest 
advertiser  in  the  world.  Last  year,  with 
the  cooperation  of  all  media,  the  Coun- 
cil placed  almost  six  hundred  million 
dollars  of  public  service  advertising. 
Yet  its  total  operating  expense  budget 
was  only  $1,147,000  which  makes  its 
advertising  programs  one  of  America's 
greatest  bargains ...  for  every  $1  cash 
outlay  the  Council  is  generating  over 
$600  of  advertising. 

U.S.  business  and  associated  groups 
contributed  the  dollars  the  Ad  Council 
needs  to  create  and  manage  this 
remarkable  program.  Advertisers,  ad- 
vertising agencies,  and  the  media 
contributed  the  space  and  time. 

Your  company  can  play  a  role.  If  you 
believe  in  supporting  public  service 
efforts  to  help  meet  the  challenges 
which  face  our  nation  today,  then  your 
company  can  do  as  many  hundreds  of 
others— large  and  small— have  done. 
You  can  make  a  tax-deductible  con- 
tribution to  the  Advertising  Council. 

At  the  very  least  you  can,  quite  easily, 
find  out  more  about  how  the  Council 
works  and  what  it  does.  Simply  write  to: 
Robert  P.  Keim,  President,  The  Adver- 
tising Council,  Inc.,  825  Third  Avenue, 
New  York,  New  York  10022. 


fjLvM  A  Public  Service  of  This  Magazine 
Gxncil  &  The  Advertising  Council 

The  cost  of  preparation  of  this  advertisement 
was  paid  for  by  the  American  Business  Press, 
the  association  of  specialized  business  pub  I i  - 
cations.  This  space  was  donated  by  this 
magazine. 


As  cyclical  inflation  drops,  the  gurus  of 
disinflation  will  emerge  from  their  caves. 

A  CLASSICAL 
BULL  MARKET 


By  Richard  B.  Hoey 


The  credit  crunch 
program  of  the  Fed- 
eral Reserve  this 
spring  drove  a  stake 
through  the  heart  of 
the  vampire  of  infla- 
tion. But  the  next 
morning  the  layoffs 
began,  so  the  Fed  re- 
moved the  stake 
and  a  elassieal  hull 
market  in  stoeks  and  bonds  began. 

The  outlook  for  stocks  and  bonds 
is  a  function  of  six  overlapping  cy- 
cles: 1 )  the  liquidity  cycle,  2)  the  infla- 
tion cycle,  3)  the  pinstripe  guru  cycle, 
4)  the  presidential  cycle,  5)  the  OPEC 
oil  price  cycle  and  6)  the  less-devel- 
oped countries'  insolvency  risk  cycle. 

The  liquidity  cycle  is  the  most 
important  influence  on  stock  and 
bond  prices.  There  are  three  main 
uses  for  liquidity — to  finance  infla- 
tion, to  finance  spending  on  real 
goods  and  services  and  to  purchase 
financial  assets  such  as  stocks  and 
bonds.  Late  in  an  economic  cycle, 
most  of  the  liquidity  in  the  financial 
system  is  absorbed  by  inflation  and 
by  the  purchase  of  goods.  Bond 
prices  decline,  as  do  the  prices  of 
those  stocks  that  are  not  benefiting 
from  inflation.  When  the  monetary 
authorities  decide  that  they  should 
no  longer  accommodate  accelerating 
inflation,  they  trigger  a  liquidity  cri- 
sis, driving  stock  and  bond  prices  to 
their  cyclical  lows. 

When  the  credit  crunch  is  eased, 
both  economic  activity  and  inflation 
go  into  a  downtrend,  so  that  more 
liquidity  becomes  available  tor  the 
purchase  of  stocks  and  bonds.  Short- 
term  interest  rates  drop,  reducing  the 
appeal  of  this  alternative  to  the  pur- 
chase of  stocks  and  bonds. 

The  liquidity  cycle  explains  why 

Richard  II  Hoe\'  tea  rice  president,  economist 
and  investment  strategist  at  Bache  Haisey 
Stuart  Shields. 


bull  markets  begin  during  a  recession, 
rather  than  afterwards.  All  the  classic 
signs  of  the  favorable  phase  of  the 
liquidity  cycle  can  now  be  seen:  cuts 
in  the  discount  rate  and  reserve  re- 
quirements, a  decline  in  short-term 
yields  below  long-term  yields,  a  de- 
cline in  member  bank  borrowings  at 
the  Fed's  discount  window. 

There  is  also  an  inflation  cycle, 
closely  linked  to  the  business  cycle  in 
the  economy.  Recessions  always  gen- 
erate at  least  a  temporary  decline  in 
inflation.  This  usually  persists 
through  the  early  phase  of  economic 
recovery  because  productivity  soars  in 
the  first  year  of  a  recovery.  As  output 
rises  from  a  very  depressed  level,  the 
cost  of  labor  is  spread  over  more  units. 
Thus,  unit  labor  costs  and  consumer 
prices  tend  to  increase  very  slowly  in 
the  early  recovery.  The  rate  of  con- 
sumer price  inflation  should  drop 
temporarily  to  about  6%. 

Many  investors  expect  an  early  re- 
surgence of  inflation.  We  disagree.  A 
low  inflation  rate  is  likely  for  the  next 
12  to  18  months.  Any  big  resurgence 
is  more  likely  to  occur  in  1982  or  1983 
than  in  1981.  Thus  the  inflation  cycle 
is  at  a  favorable  point. 

The  pinstripe  guru  cycle  is  also  in 
a  favorable  phase.  At  each  cyclical 
extreme  in  the  inflation  rate,  a  per- 
suasive Wall  Street  economist  can  be 
found  to  forecast  that  the  recent 
trend  will  last  forever.  In  1976  and 
1977,  when  inflation  was  at  its  cycli- 
cal low,  the  gurus  of  disinflation 
were  dominant.  They  argued  that  a 
sustained  drop  to  3%  or  4%  inflation 
was  just  around  the  corner.  In  early 
1980  the  gurus  of  hyperinflation 
were  dominant,  arguing  that  the 
bond  market  would  disappear  within 
a  few  months. 

As  cyclical  inflation  drops,  the 
gurus  of  disinflation  will  emerge 
from  their  caves  to  provide  a  good 
excuse  to  buy  bonds  at  their  cyclical 
peak  in  1981.  We  believe  that  it's 
better  to  buy  bonds  now,  when 
many   investors  are  still  skeptical 
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about  any  improvement  in  inflation. 

There's  been  a  strong  presidential 
eyele  in  stock  prices  in  the  last  20 
years.  Nearly  all  the  big  market  gains 
have  been  made  in  the  two  years  pre- 
ceding the  presidential  election.  Mon- 
etary policy  has  a  tendency  to  ease  in 
the  runup  to  the  election,  although 
this  process  has  started  much  later 
this  cycle.  The  presidential  cycle  may 
merely  reflect  the  historical  timing  of 
the  liquidity  cycle  in  the  last  20  years. 
Nonetheless,  it  is  in  a  favorable  phase. 

The  OPEC  oil  price  cycle  has  posi- 
tive implications  for  bonds  and  non- 
energy  stocks.  OPEC  prices  have 
tended  to  explode  at  the  end  of  a 
world  economic  expansion,  when  ca- 
pacity utilization  and  the  level  of  de- 
mand is  high.  The  OPEC  oil  price 
increases  tend  to  slow  at  about  the 
time  they  drive  the  rest  of  the  world 
to  the  edge  of  economic  calamity, 
which  usually  coincides  with  a  world- 
wide slowdown  in  the  demand  for 
goods,  including  oil.  The  odds  favor 
relative  stability  in  OPEC  oil  prices 
over  the  next  year,  after  the  explosion 
in  prices  in  the  last  18  months. 

The  less-developed  countries'  insol- 
vency risk  cycle  is  at  a  less  favorable 
phase.  The  less-developed  countries 
are  forecast  by  the  International  Mon- 
etary Fund  to  have  a  balance  of  pay- 
ments deficit  of  $78  billion  in  1981, 
up  from  $36  billion  in  1978,  before  oil 
prices  began  their  second  big  surge. 
This  is  a  nagging  long-term  problem, 
but  there  is  an  easy  way  for  investors 
to  monitor  it.  Any  major  disaster  in 
this  area  would  be  immediately  sig- 
naled by  a  sharp  drop  in  the  price  of 
money  center  bank  stocks.  Unless 
that  occurs,  investors  should  not  let 
concern  about  this  problem  divert 
them  from  the  opportunities  available 
in  our  stock  and  bond  markets. 

For  the  balance  of  1980,  investors 
can  expect  a  continued  decline  in  in- 
terest rates  without  any  inflationary 
explosion  in  monetary  growth.  Cycli- 
cal conditions  remain  favorable  for 
bond  investment.  We  expect  all  inter- 
est rates  to  reach  new  cyclical  lows  in 
the  next  six  months. 

The  stock  market  has  soared  since 
the  credit  crunch  ended,  but  seven 
stocks  that  we  favor  at  current  prices 
are  BankAmerica  (26),  which  should 
earn  $4.45  in  1980  and  $4.90  in  1981. 
NLT  (23),  $4.25  and  $4.80;  PennCorp 
Financial  (9),  $1.80  and  $2.10;  Hexcel 
(32),  $2.40  and  $2.90;  Consolidated 
Natural  Gas  (43),  $6.10  and  $7.30;  Gi- 
braltar Financial  (10),  60  cents  and 
$2.40  and  Diamond  Shamrock  (32), 
$3.90  and  $4.65.  ■ 


Compare  yields: 


Call  free  1-800-638-5660* 

A  savings  account!  is  certainly 
dependable  for  everyday  emergencies. 
But  in  these  times  of  spiraling  infla- 
tion, it's  also  important  to  seek  maxi- 
mum return  on  your  money.  In  addition 
to  high  current  yields,  the  Rowe  Price 
Prime  Reserve  Fund  offers  these  attrac- 
tive advantages: 

□  Minimum  initial  investment,  just 
$1,000  (as  little  as  $100  thereafter). 
□  Immediate  liquidity  with  no  with- 
drawal penalty. 

□  Toll-Free  telephone  redemption/ 
transfer. 

□  Free  check  writing. 

□  No-I^oad.  No  sales  charge  or  redemption 
penalty. 


In  lialtimm-i' .r>.l7-2:«iH.  Klsewhere  in  Md.— 1  sun  192  1976. 


Rowe  Price  Prime  Reserve  Fund,  Inc. 


A  6 


100  E.  Pratt  St.  Baltimore,  Maryland  21202 


Name  

Address. 
City  


State 


Zip. 


For  more  complete  information,  including  management  fee  and  other  charges  and  expenses, 
obtain  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
fYour  investment  in  a  savings  account  is  insured  by  a  government  agency  while  Fund  shares 
are  subject  to  market  fluctuations.  However,  your  savings  account  investment  is  limited  to  a 
fixed  return. 


RJReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  52V2  cents  per  share  has 
been  declared  on  the  Common  Stock  of  the 
Company,  payable  September  5, 1 980  to  stockholders 
of  record  at  the  close  of  business  August  8, 1 980. 

H.  C.  ROEMER 

Senior  Vice  President, 
Secretary  and  General  Counsel 
Winston-Salem,  N.  C.July  1 7,  1980 

Eighty  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Del  Monte  Foods 
Fresh  Fruit 

Convenience  Foods  and  Beverages 


Containerized  Shipping 
tnergy 

Packaging  Products 
Specialty  Aluminum  Products 


REACH  THE  AFFLUENT  IN  FORBES 

One  out  of  every  7  FORBES  subscribers  is  a  millionaire 
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Market  Trends 


Unless  our  thinking  returns  to  the  Forties, 
the  Arabs  will  trash  us  in  the  Eighties. 

EUROPE  ON 
25  CENTS  A  DAY 


By  Martin  T.  Sosnoff 


The  country  is 
awash  in  a  foamy 
sea  of  liquidity.  This 
is  all  you  really  have 
to  know.  The  prime 
will  be  under  10%  in 
another  month  or 
two.  T  bills  at  4%  to 
5%.  Long-term 
bonds  at  10%. 
There  is  the  con- 
sumer price  index  headed  toward  5% 
this  fall  and  an  Administration  on  the 
verge  of  panic.  Count  on  a  tax  cut  this 
fall  when  the  unemployment  rate  hits 
9%.  The  Federal  Reserve  Board  has 
panicked  already,  and  our  European 
friends  shake  their  heads,  the  weaker 
dollar  symptomatic  of  their  unease. 

This  past  month,  the  brokerage 
house  stocks  and  the  casino  goods  got 
their  second  wind,  two  groups  that 
are  the  most  obvious  surrogates  of 
irrepressible  speculation.  One  school 
of  thought  suggests  that  the  market 
cannot  buck  the  negative  earnings 
surprises  of  unfolding  quarterly  re- 
ports and  must  succumb.  This  is  non- 
sense. There  is  so  much  money 
around  that  the  averages  will  head 
higher  for  the  next  12  months.  Who 
knows  where  it  will  all  come  out,  so 
let's  enjoy  it  while  we  can. 

Let  the  international  bankers  wor- 
ry about  Third  World  loan  defaults 
and  the  escalatmg  price  of  oil.  Sooner 
or  later  they  will  be  right,  but  not 
while  interest  rates  are  in  a  free-fall 
state.  Everyone  should  be  drinking 
his  vintage  1966  Bordeaux  and  savor- 
ing it.  Meanwhile,  I  will  tell  you  why 
the  financial  world  doesn't  succumb, 
even  with  the  Arab  world  spreading 
its  inflation  like  modern-day  Spanish 
conquistadores. 

Hotel  rooms  in  London  that  should 
be  deluxe  but  are  not  go  for  $175, 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  autfx>r  of 
Humble  on  Wall  Street. 


thanks  to  our  Arab  friends  and  their 
leggy  consorts.  Havana  cigars,  admit- 
tedly scarce  because  of  crop  failure, 
$100  a  box  of  25,  and  that  1976  Cha- 
teau Margaux  is  more  expensive  in 
the  duty-free  shop  at  the  airport  in 
Paris  than  it  is  in  New  York. 

My  friend  Jerry  Goodman,  writing 
in  Esquire,  chronicles  inflation  in  Ger- 
many of  the  Twenties.  Bushels  of  pa- 
per money,  forever  the  iconography  of 
galloping  inflation.  Let  me  go  back  to 
the  Fifties  here  and  share  with  you 
my  experiences  traveling  then  as  a 
contrast  in  states  of  mind.  • 

In  the  early  Fifties,  nobody  at 
school  had  any  money  but  we  all  went 
to  Europe  at  least  one  of  our  four  free 
summers  and  never  worried  about 
funds  running  out.  Nightly,  late  in 
June,  the  Montreal  Limited  that 
spanned  New  York  and  Canada  in  an 
evening's  journey  was  crammed  with 
vacationing  students.  The  uniform 
was  a  crisp  pair  of  chinos  and  a  faded 
Madras  shirt,  perhaps  a  bottle  of 
Scotch,  generously  passed  among  the 
seats.  I  think  the  fare  was  about  $12. 
Then  you  boarded  an  old  transport 
bound  for  Le  Havre,  maybe  a  hundred 
bucks  for  passage. 

All  of  us  were  so  ingrained  with 
frugality  that  we  crammed  canned 
goods  in  our  rucksacks.  I  toted  an 
enormous  canister  of  a  dense,  grainy 
rye  bread,  and  all  through  Europe  I 
carved  off  slivers  of  bread  and  spread 
honey  on  my  frugal  repast.  For  two 
months  I  lived  on  this  bread  and  a  jar 
of  Grecian  honey.  The  American 
Youth  Hostel  movement  was  so  well 
organized  that  for  25  cents  a  night  you 
could  get  a  mattress  in  a  double-deck- 
er bed  in  any  city  of  Europe.  You 
shared  your  Woolite,  washed  your 
socks  and  the  horrid  nylon  boxer 
shorts  that  every  male  traveler  swel- 
tered in. 

The  fruity  wines  of  Tuscany  went 
for  15  cents  a  liter,  and  in  Greece  it 
was  impossible  to  spend  any  money. 
Nobody  had  it.  We  bounded  from  mar- 
ble ruin  to  marble  ruin.  My  God! 
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There  is  Praxiteles'  workshop,  and  in 
Olympia,  surely  one  of  the  world's 
special  sites,  the  original  marble  start- 
ing marker  for  the  Olympic  runners.  If 
you  had  some  money,  in  Venice  you 
sipped  espresso  at  Florian's,  envel- 
oped in  orchestral  strings  bowing 
19th-century  sentimentalities.  The 
poor  gorged  themselves  in  the  side 
street  cafes  off  St.  Mark's  and  looked 
at  the  moonlight  shimmering  over 
the  many-splendored  domes. 

When  Arthur  Frommer's  paperback 
Europe  on  $5  a  Day,  came  out  late  in 
the  Fifties,  I  couldn't  understand  the 
fuss.  I  had  spent  three  months  on  the 
Continent,  averaged  a  dollar  a  day  and 
brought  home  lots  of  presents,  includ- 
ing a  Cretan  shopkeeper's  canary 
awarded  to  me  for  an  especially  rigor- 
ous Tsamikos  circle  dance  that  he 
couldn't  figure  out  how  I  could  pick 
up.  But  I  did.  My  only  indulgence  was 
a  paper-thin  pocket  watch  from  Zu- 
rich that  still  ticks  for  me.  You  can 
now  buy  its  offspring  at  Tiffany's  for 
thousands  upon  thousands. 

And  now,  back  to  1980.  A  week  in 
Denmark  where  not  a  blade  of  grass  is 
out  of  place.  Everyone  is  middle  class, 
in  pressed  jeans  and  in  world-class 
front- wheel-drive  sedans.  No  traffic 
jams.  No  lock  chains  for  the  bicycles 
pedaled  by  young  and  old.  Ocean-go- 
ing ferries  always  on  time,  the  spot- 
less restrooms  and  play  areas  filled 
with  tots  constructing  Leggo  fanta- 
sies. Gasoline  is  $4  a  gallon — self  ser- 
vice. The  houses  are  all  freshly  paint- 
ed. Nobody  is  hurting.  There  is  no 
abrasiveness,  no  New  York  syndrome 
of  intimidation.  No  visible  police.  No 
superwealth.  Frugality  and  content- 
ment live  happily  together. 

Maybe  this  is  where  we  have  to  get 
to  over  the  next  50  years.  Let  the 
Arabs  take  over  the  Dorchester  in 
London.  The  oil  inflation — their  ma- 
jor export — eventually  will  get  us  un- 
less we  get  them.  How  much  longer 
will  suburbia  motor  around  in  those 
ponderous  station  wagons  at  nine 
miles  to  a  gallon?  Frugality,  of  course, 
is  a  state  of  mind.  I  had  it  in  1950, 
then  lost  it  in  the  Sixties.  The  country 
hasn't  had  it  since  1944.  If  we  don't 
get  it  back,  the  Arabs  will  trash  us  in 
the  Eighties.  The  stock  market — wit- 
ness the  casino  goods  and  brokerage 
house  plays — doesn't  make  long-term 
judgments.  Its  message:  Enjoy  the 
present. 

Every  economic  recovery  has  been 
ushered  in  by  an  equities  bull  market, 
preceding  the  recovery  by  three  to  six 
months.  The  present  action  of  the 
market  suggests  such  a  pattern.  ■ 
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Let  Value  Line 
Help  You  Identify 

400  STOCKS 
TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months. 

An  otherwise  solid  stock  portfolio  can  be  held  back  by  a  few  lagging 
stocks  so  it's  important  to  be  able  to  identify  the  least  timely  stocks 
as  well  as  the  most  timely  ones.  (In  some  years  a  great  company  can 
translate  into  a  lagging  stock.)  And  to  be  immediately  aware  of  sig- 
nificant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment  Survey  every  week  of  the  year 
ranks  1700  stocks— each  relative  to  all  the  others— for  Probable 
Market  Performance  in  the  next  12  Months,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2  (Above  Average) 

900  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4  (below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  perform  in  accordance  with  its 
rank.  But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  15  years  of  successful  discrimination  strongly  suggests 
that  you  can  tilt  the  investment  probabilities  in  your  favor  by  using 
The  Value  Line  ranks  to  give  you  objective  indexes  not  only  of 
timeliness  but  Safety  and  estimated  yield  as  well. 

SPECIAL  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscrip- 
tion to  The  Value  Line  Investment  Survey  for  only  $33— about  half 
the  regular  price,  provided  you  have  not  had  a  subscription  in  the 
past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will 
receive  the  2000-page  Investors  Reference  Service  (covering  1700 
stocks)  which  will  be  updated  every  week— filing  takes  but  one 
minute  a  week— and  the  96-page  booklet.  "Evaluating  Common 
Stocks."  Send  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  to: 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  711  Third  Avenue,  New  York,  N.Y. 

□  Begin  my  10-week  trial  to  The  Value  10017 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two 

bonuses  listed  above.  Check  for  $33  is  en- 
closed. (Trial  subscriptions  must  be  ac-  

companied  by  payment.)  SIGNATURE 

SPECIAL  EXTRA  BONUS   

A  tamous-make  pocket-  lyjJ«^J|™ 

size    CREDIT    CARD/  NAME  (please  print) 

CALCULATOR    SUPER     — SSI"! 

SLIM    LCD  CALCULA-   

TOR  (with  full  memory)  ADDRESS  APT. 

given  to  you  when  you  order  the  Value 
Line  Investment  Survey  for  one  year— and 

send  payment  now.  

□  1   year  for  $330.   My  payment  is     CITY  STATE  ZIP 
enclosed— send  me  the  CALCULATOR 

as  my  extra  spec,al  bonus.  (There  are  no  QUARANTEE:  |f  dissatisfied  for  any  reason,  , 
restrictions  with  this  annual  subscrip-  mgy  return  matena|  within  30  days  (or  ,uM  re. 
tion.)  fund  0f  the  fee  I  have  paid.  Subscription  tax- 
ID  Enter  my  subscription  now  Bill  me  for  deductible  and  nonassignable.  Foreign  rates  on 
$330.  (Does  not  include  the  calculator.)  request.  (NY  residents  add  sales  tax  )  816D18 
S.  .  
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Skandia   109 

Standard  Oil  (Ohio)   60 

Sperry  &  Hutchinson   1 14 

Sun   106 

Textron  104 

Thyssen  A.G.  (W.Ger.)  37 

Time   26 

Todilto  Exploration 

&.  Development   '.  60 

United  Nuclear   60 

U.S.  Steel   57 

United  Technologies   35 

Wilkinson  Match  (U.K.)   81 

Witco   124 

Ziff  102 


Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 


Forbes: 

CapitalistTbol 
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You  have  to  do  a  little 
bragging  on  yourself 
even  to  your  relatives — 
man  just  doesn't  get 
anywhere  without  advertising. 
John  Nance  Garner 


Happy  the  man  who  early  leams 
the  wide  chasm  that  lies  between 
his  wishes  and  his  powers! 
Goethe 


Bravery  is  being  the  only  one 
who  knows  you're  afraid. 
Franklin  P.  Jones 


My  business  is  to  teach  my 
aspirations  to  conform 
themselves  to  fact,  not  to 
try  and  make  facts  harmonize 
with  my  aspirations. 
Thomas  Huxley 


What  we  truly  and  earnestly 
aspire  to  be,  that  in 
some  sense  we  are. 
Anna  Jameson 


The  most  intolerable  people 
are  provincial  celebrities. 
Anton  Chekhov 


Almost  all  absurdity  of  conduct 
arises  from  the  imitation  of 
those  whom  we  cannot  resemble. 
Samuel  Johnson 


Sometimes  the  lady  who 
smacks  the  champagne  bottle 
against  the  ship's  prow  has 
the  illusion  that  she  is 
causing  the  ship  to 
slide  down  the  ways. 
Raymond  Moley 


At  bottom  every  man  knows 
well  enough  that  he  is  a 
unique  being,  only  once 
on  this  earth;  and  by  no 
extraordinary  chance  will 
such  a  marvelously  picturesque 
piece  of  diversity  in  unity 
as  he  is,  ever  be  put  together 
a  second  time. 
Friedrich  Nietzsche 


Thoughts 

on  the  Business  cm  I  Jte 

 .  


Stand  tall 

The  difference  between 
towering  and  cowering 
is  totally  a  matter  of 
inner  posture.  It's 
got  nothing  to  do  with 
height.  It  costs  nothing. 
And  it's  much  more  fun.  * 
Malcolm  Forbes 


If  you  want  respect, 
have  self-respect. 
Robert  Half 


If  you  walk  with  your  head 
held  high,  you  will  never  find 
lost  coins  in  the  street. 
Philip  Lazarus 


Attitude  determines 
your  altitude. 
Harry  F.  Banks 


There  are  some  days  when  I 
think  I'm  going  to  die  from 
an  overdose  of  satisfaction. 
Salvador  Dali 


Never  make  less  of  yourself 
than  you  are.  Be  competent 
and  forceful.  Utilize  your 
talents  and  abilities. 
Arthur  Dobrin 


Never  bend  your  head.  Always 
hold  it  high.  Look  the  world 
straight  in  the  face. 
Helen  Keller 


"The  Sayings  of  Chairman  Malcolm,  a  col- 
lection of  over  500  thoughts  embodying  the 
wit  and  wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and  order  to 
Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


A  man  said  to  the  universe: 
"Sir,  I  exist." 

"However,"  replied  the  universe, 
"The  fact  has  not  created  in  me 
a  sense  of  obligation." 
Stephen  Crane 


It  is  the  chiefest  point  of 
happiness  that  a  man  is 
willing  to  be  what  he  is. 
Erasmus 


Every  individual  has  a  place 
to  fill  in  the  world  and  is 
important  in  some  respect 
whether  he  chooses  to 
be  so  or  not. 

Nathaniel  Hawthorne 


Having  principles  is  easier 
than  living  up  to  them. 
Arnold  Glasow 


A  Text . . . 

For  we  dare  not  make 
ourselves  of  the  number, 
or  compare  ourselves 
with  some  that  commend 
themselves:  but  they 
measuring  themselves 
by  themselves,  and 
comparing  themselves 
among  themselves, 
are  not  wise. 
II  Corinthians  10:12 


Sent  in  by  Pat  McClain,  Tallahassee,  Fla. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  isi 
presented  to  senders  of  texts  used. 


Failures  are  usually  the 
most  conceited  of  men. 
D.H.  Lawrence 


The  best  things  and  best  people 
rise  out  of  their  separateness; 
I'm  against  a  homogenized  society 
because  I  want  the  cream  to  rise. 
Robert  Frost 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  You,  Health. 


Kings,  9  mg.  "tar",  0  .7  mg.  nicotine;  100's,  10  mg.  "tar" 
0  >8  mg.  nicotine  av.  per  cigarette,  FTC  Report  Jan.  '80. 


